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Ynpas/iHHA
AebiTopcbKolo 3aboproeaHicTio O. Eniceeed’,
Ta ¢pakTopM BNAMUBY Ha ii AKICTDb B. benosepuyes't

MeTa po60oTH. HaykoBO 06r'pyHTYBaTH GAKTOPU BI/IMBY HA AKICTb YPaBiHHA 4e6iTOpCbKOI0 3aboproBaHicTio.

Aunsaiti/MeTog/lAaH AOCAiAKEHHA. 3aCTOCOBAHO CUCTEMHWM MigXig Ta MeToAM CUHTEe3y, CeMAHTWYHOrO aHa/idy, iCTOPUYHOrO aHajisy,
aHa/ori, y3ara/lbHeHHA, MOACHEHHSA, KAacudiKaLlii Ta rpadidHin.

Pesy/bTaTu goc/igKeHHA. YnpaBaiHHA AebiTopcbKolo 3ab60proBaHicTio, AKa A/1A MigNPUEMCTBA NpoAaBLA € Hopramu MoKynuis, — e OAuH 3i
CK/IAAHMUKIB Cy4acHMX BiAHOCUH MiX MignpuemcTBamu. OBMexKeHiCTb pecypciB BUMYLLYE yrpaBAiHLiB A40OMpaTH HCTPYMEHTU i gxepena
¢diHaHCYyBaHHA NPOAaKy 3 BiACTPOYEHHAM NAaTeXy, a TaKOX aHa/i3yBaTh (paKTOPH, AKi BMN/IMBAIOTb Ha AKICHI XapaKTEPUCTUKKU YrpaBAiHHA
TaKMM BigCTpO4eHHAM. HaBegeHo Ta npoaHa/i3oBaHo nigcucTemy ynpaeaiHHA 4e6iTopcbKoo 3a60proBaHicTio, y AKil BUAiAeHO 3HavyLwi Ana
e(peKTUBHOro YNpaB/iHHA B CUCTEMi MEHeAMKMEHTY MiANPUEMCTB dakTopy (e/1eMeHTH), Lo 3a3Buyaii aHa/i3yloTb Ta KOPEryloTb Mig, vac
ynpas/iHHA piBHemM aebiTopcbKoi 3aboproBaHocTi. /loBeseHo, WO LA nigcMcTema noTpebye YTOYHEHHA 3 ypaxyBaHHAM ¢aKkTopis
MaKpocepegoBuLia. HarosoweHo, Wwo $akTopu BAMBY AOPEYHO BUOKPEMUTU AAA MigNPUEMCTB OMNTOBOI TOPriB/i, OCKI/IbKU y /aHLOry
OMTOBUX MPOAAXKIB MOPIBHAHO 3 PO34piOHOI0 TOPriB/AEKO HaliHKa BapTOCTi TOBapy 3MeHLUeHa Ta HeobxigHO ¢iHaHCOBO 3abe3neynTu
peasizauito TOBapiB i3 BiACTPOYEHHAM M/aTeXy. YNpaB/iHHA Ae6iTOPCbKOI0 3a60ProBaHiCTIO BBAXKAETLCA AKICHUM Ta epeKTUBHWUM, KO/IU
BHaC/lifOK TaKOro ynpae/iHHA MigNPUEMCTBA CTalOTb GiHAHCOBO CTIMKMMU. YA0CKOHa/IeHO cncTemy (GaKTopiB, 4e ro/0BHa Po/ib Ha/IeKUTb
€KOHOMIYHUM PaKTOpaMm, 3anpoONOHOBAHO NiAXig A0 iX KiZIbKICHOT OLiHKK.

TeopeTu4He 3HaYEHHA JOC/IAXKEHHA. 3aNPONOHOBAHO TEOPETUYHY ABOPIBHEBY MaTeMaTUYHY MO/eE/b Ki/IbKiCHOT OLiHKM PaKTopiB BM/MBY Ha
AKICTb yNpaBAiHHA 4e6iTOpCcbKOoto 3aboproBaHicTio NiANPUEMCTB.

MpaKkTUYHe 3HAYeHHA AOCAiAKEHHA. Pe3y/bTaT AO0C/igXKEeHHA MOXYTb OyTM BMKOPMUCTaHi B ympas/iHHI AebiTOpcbKol 3aboproBaHicTio
nignNprUeMCTB, GOPMYBaHHI iIHCTPYMEHTIB OLjiHIOBaHHA AKOCTI AebiTopcbKoi 3aboproBaHOCTi Ta BUAi/N@HHI OCHOBHMX (aKkTOpiB BM/MBY Ha

AKicTb AebiTopcbKoi 3aboproeaHoCTi.
OpwuriHanbHicTb/LiHHicTb/HaykoBa HOBM3Ha AOCAIAXKEHHA.

Y3ara/bHeHO, CTPYKTYpOBaHO Ta AOC/iIAXEHO 3MiCT OKpemux

dakTopiB  BnAMBY Ha AKiCTb  ynpaBaiHHA  aebiTopcbKoo
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Receivables management
and factors influencing its quality

Oksana Yeliseyevat,
Vasyl Belozertsev?

tOles Honchar Dnipro National University,
Dnipro, Ukraine

Purpose. To scientifically substantiate the factors influencing the
quality of receivables management.

Design/Method/Research approach. This study uses a systematic
approach and methods of synthesis, semantic analysis,
historical analysis, analogies, generalization, explanation,
classification and graphic are applied.

Findings. Management of receivables, which for the seller's
company are the debts of buyers - is one of the components
of modern relations between enterprises. Limited resources
force managers to select tools and sources of financing sales
with deferred payment, as well as to analyze the factors that
affect the quality of management of such deferred payment.
The subsystem of receivables management is presented and
analyzed, in which the factors (elements) important for
effective management in the enterprise management system
are highlighted, which are usually analyzed and corrected
during the management of the level of receivables. It is
proved that this subsystem needs to be refined taking into
account the factors of the macroenvironment. It is
emphasized that the factors of influence should be singled
out for wholesalers, as in the wholesale chain compared to
retail trade, the markup on the value of goods is reduced and
it is necessary to financially ensure the sale of goods with
deferred payment. Accounts receivable management is
considered to be high quality and efficient when, as a result
of such management, enterprises become financially stable.
The system of factors, where the main role belongs to
economic factors, is improved, the approach to their
quantitative estimation is offered.

Theoretical implications. The theoretical two-level mathematical
model of quantitative estimation of factors of influence on
quality of management of receivables of the enterprises is
offered.

Practical implications. The results of the study can be used in the
management of receivables of enterprises, the formation of
tools for assessing the quality of receivables and identify the
main factors influencing the quality of receivables.

Originality/Value. The scientific novelty of the research is the
content of separate factors of influence on the quality of
receivables management is generalized, structured and
investigated.

Research limitations/Future Research. Prospects for further
research is the development of a comprehensive application
mechanism for managing receivables, taking into account the
factors influencing its quality and industry characteristics of
enterprises.

Paper type. Theoretical.

Keywords: receivables; debt relations; inflation; reserve for
doubtful debts.

YnpaB/ieHue 4e6UTOPCKOM 3340/1KEHHOCTBIO
1 GaKTOPpbI, BAUAIOLLME HA €€ KAYeCTBO

OkcaHa Enuceesdt,
Bacuauii Genozepyes’

t/lHenposckull HaYUOHA/bHBIT yHUBEpcUMeM
umeHu Orneca [oHuapa, [Henp, YKpauHa

Lenb paboTtbl. HaydHo 060cHOBaTb akToOpbl, BAMANOLIME Ha
KauecTBo yrnpas/ieHUsA 4eBUTOPCKOI 3340/1KEHHOCTbHO.

Ausaitn/MeTtog/MAaH  uccregoBaHuA. pYMEHeHbl  CUCTEMHBbIN
NOAXOA, METOAbl CMHTE33, CEMAHTMYECKOro aHa/u3a,

UCTOpPUYECKOro aHanu3a, aHasnorui, 0606LeHus,
06bACHeHUA, KAaccuPUKaLmm, rpapuyeckuit.
PesysbTaTthbl Ucc/1eA0BaHUA. YnpasaeHue AebuTopckoi

3a/0/PKEHHOCTbIO, KOTOpas A/a NpeAnpuATUA MNpogasla
AB/IAETCA A,0/IraMU MOKynaTe/1el, — 3TO OANH U3 KOMIMOHEHTOB
COBpPEMEHHBbIX ~ OTHOLWIEHWI  MeXAy  NpeanpUATUAMM.
OrpaHM4eHHOCTb  PeCypcoB  BblHYXAAeT  yrnpaB/ieHLeB
noaodupaTe WMHCTPYMEHTbl W WMCTOMHMKKM  PUHAHCUMPOBaHUA
NpoAaX C OTCPOYKOM M/aTexa, a TaKXKe aHa/M3MpoBaTb
daKTopbl, BAMAIOLIME HA KavyecCTBEHHble XapaKTEPUCTUKM
ynpae/ieHus TaKoMu OTCPOYKOWA. MpuBeaeHa "
NpoaHa/M3MpoBaHa MoACUCTEMA YNpaB/eHUA [AebUTopCcKoi
33/,0/PKEHHOCTbIO, B KOTOPOM BblAe/IeHbl 3HaYMMble AAA
3pPeKTMBHOrO ynpaB/ieHMA B CUCTEME MeHe[XMeHTa
npeanpuATUil  dakTopbl  (3/1EMEHTbI), KOTOpble  OBbIMHO
aHa/M3MPYIOT M KOPPEKTUPYIOT MpW YNpaB/eHUM YPOBHEM
AebuTopckoi  3a40/KeHHOCTM.  [JoKasaHo, 4TO  3Ta
nogcuctema TpebyeT YTOYHeHMA C  y4eToM (aKTOpOB
makpocpegbl.  OTmedyeHO, 4TO  (aKTOpbl  B/AUAHWA
L,e/1ecoobpasHo  BblAe/IUTb  ANA  MPeANpUATUIA  OMTOBOM
TOProB/n, MOCKO/IbKY B LieM ONTOBbIX MPOAaX MO CPaBHEHUIO
C PO3HWYHOW TOproB/el HaleHKa CTOMMOCTM ToBapa
yMeHblleHa U HeobxoAauMo  duHaHCcOBO  obecneyuTb
pea/nusaLui0 TOBapOB C OTCPOYKOM N/aTexa. YnpaeneHue
A,eBUTOPCKOW 3a/,0/KEHHOCTBIO CYUTAETCA KavyeCTBEHHbIM U
3¢ PeKTUBHbIM, KOrga B pesy/bTaTe TaKoro ynpas/ieHus
npeanpuATMA  CTaHOBATCA  PUHAHCOBO  YCTOMHMBBLIMMU.
YcoBeplUeHCTBOBaHa cucTeMa (aKTOpOB, rAe r/iaBHas po/ib
NPUHAA/IEKUT  DKOHOMMUYECKMM  paKTopam, Mpea/ioxKeH
MOAXO/, K UX KOAIMHECTBEHHOM OLleHKe.

TeopeTnueckoe  3HaueHue  uUcciegoBaHuA.  [Ipes/ioxeHa
TeopeTWyecKaa (BYXypOBHEBas MaTemaTudecKkad Moge/b
KO/IM4ECTBEHHOM OLleHKM (aKTOpPOB B/MAHMA Ha KayecTBO
yrpas/ieHus 4ebUTOPCKOW 334,0/1KEHHOCTbBIO NPeANpUATUIA.

MpakTHyeckoe 3HaueHue ucc/e0BaHuA. Pe3syabTathl
nccieaoBaHnA MoryT BbITb  MCMO/b30BaHbI B ynpas/ieHun
Aebutopckoi 334,0/1KEHHOCTbIO npeanpuaTui,
dopmupoBaHum MHCTPYMEHTOB OL|EeHKM KayecTBa
A,EeObUTOPCKOW  33,0/IKEHHOCTU U BbIAE/IEHUM  OCHOBHBIX
¢dakTopos B/IMAHUA Ha Ka4yecTBo Aebutopckoii
3a/,0/1)KEHHOCTU.

OpurMHanbHOCTb/LleHHOCTb/Hay4HasAs HOBM3HA  UCC/€A0BaHUA.
0606LLeHHO, CTPYKTYPUPOBAHO M UCC/1Ie0BaHO CO/epXaHue
OTAEe/bHbIX (AKTOPOB B/AMAHMA HA KayecTBO YrpaB/eHUs
£Ae6UTOPCKOM 3a4,0/1KEHHOCTbIO.

MepcnekTMBbI  AasbHeMWMX  UcCaefoBaHMW.  PaspaboTka
KOMM/NEKCHOro npuKAagHoOro MeXaHu3ma ynpas/ieHuUA
£,eB6UTOPCKOM 3a4,0/KEHHOCTBIO C Y4eTOM (paKTOPOB BAUAHMA
Ha ee KayeCTBO M OTPac/eBblX 0COBEHHOCTE NpeAnpUATUIA.

Tun cTaTbn. TeoOpeTUYECKUiA.

Knwouesble cnosa: pfebUTOpPCKaA  33af0/1KEHHOCTb;  A0/roOBble
OTHOLLEHUA; UHG/IALMSA; pe3ePB COMHUTE/IbHBIX A40/MOB.
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1. Bctyn

YMOBaXx r/106a/1bHUX BUK/AMKIB CbOrOAEHHA BiAHOCUMHU Mix

niANpUEMCTBAMM NOTEPNalOTb HOBMX 3MiH Ta NepeTBOpeHb. B

YMOBax  KOHKYPEHLii 3HayHO YCK/AagHwaucA  6oprosi
BigHocuum  (Siekelova, Kliestik, Svabova, Androniceanu, &
Schénfeld, 2017). YnpasaiHHa ge6iTopcbkoto 3aboprosaHicTio —
OAHa 3i CKAAJOBUX TaKMX BIAHOCMH MiX MignpueMcTBamMu.
Pe3ynbTaT rocnogapcbKoi AiA/IbHOCTI KOXHOrO NiANpUEMCTBA — e
HafABHiCTb, B TOMY 4M iHWOMY Ppo3mipi, gebiTopcbKoi
3aboprosarocTti (Purwanti, 2019). Mpu HasBHOCTI Ae6iTOPCHKON
3aboprosaHocTi Tpeba LyKaTM PpilleHHA MiX PpU3MKOM Ta
AoxigHicTio. TOMy aKkTya/bHa onNTMMi3aLia il po3mipy.

OnTumanbHuit 06’em Aeb6iTOPCbKOT 3a6OProBaHOCTI AOCArAETbCA
6asaHCOM Mix BWrpallamu, fKi MOM/AMBO OTPUMATU 3aBAAKU
iHBeCTOBaHMM KowTaM Yy paebiTopcbKky 3aboprosaHicTb, Ta
3/iMCHEHUM 3aTpaTaM AAA UbOro. YMpaB/iHHA AebiTopcbKo
3a00proBaHicTIO PO3r/IAAAETLCA AK  CKA3A0Ba  MEHEAXKMEHTY
niANPUEMCTBA, | MNOAAraE y BU3HA4YeHHi npoueaypu BigHOCHO
KOHTpareHTiB LWOAO peanizauii HumMu TOBapiB (npogykuii) B
KpeamT.

Y GinbluocTi cuTyauiit nignpMeMcTBO 6anaHCye MidK NOTEHLiMHUMM
BMrpallamMuM Ta puM3MKaMM B YMOBax OOMEXeHUX pecypcis.
ObMmesxeHicTb (piHaHCOBMX pecypciB, AKi MOXYTb OyTW BUAiNeHi Ha
4ebiT nokynuiB, BUMYLUYE LUYKATW YMpaBAiHUIB iHCTPYMeHTH i
Axepena ¢iHaHCYBaHHA NMPOAAXY 3 BiACTPOYEHHAM naaTexy, a
TAQKOX aHazidyBat akTopu, AKi BMAMBAOTL  Ha  AKiCHI
XapaKTePUCTMKU TAKOrO BifCTPOYEHHS.

2. Orasapg nitepatypu

a Cy4acHOMY eTani eKOHOMIYHOI eBO/IOLT B MeHeaAXMeHTi

NigNPUEMCTB LUMPOKO BMKOPUCTOBYIOTb MOHATTA «KpeAWUTHa

NONITUKa»,  «KPEAUTHWUN  MEHEAXMEHT»,  «ynpaBAiHHA
AebiTopcbKoto 3abopro.aHicTio».

BinbLicTb BITYM3HAHMX 1 3apybiKHMX EKOHOMICTIB BM3HaYaloOTb
ynpaBAiHHA  4ebiTOpcbKO  3abOproBaHicTiO  AK  BUPOG/IEHHA
KOMI/IeKCY pillleHb L 0AO NpoAaxy pobiT, ToBapis, npoayKuii abo
nocayr i3 BigctpoueHHam naatexy (Klimova, 2017; Giedt, 2018;
Zimon, 2018; Purwanti, 2019).

BiTUM3HAHI AOC/IAHMKM y BINBLIOCTI CBOIM OTOTOXHIOIOTb MOHATTA
«ynpaB/iHHA AebiTopcbkoto  3aboprosaHicTio» Ta  «KpeAuTHa
noAituka» (Utking, 2005), 10 Moke 6yTH NOB’A3aHO 3 iICTOPUYHUMM
0CO6/IMBOCTAMM PO3BUTKY €KOHOMIYHUX BiAHOCUH B YKpaiHi. Ane
TaKe OTOTOXHEHHS, Ha Hallly AYMKY, 3BYXXYE MOHATTA «yrpaB/iHHA
£eb6iTopcbKoto 3aboproBaHicTio».

|. BAaHK BM3Havae, WO Ha MNigNPUEMCTBAX AAA  yNpaBAiHHA
aebiTopcbkoto  3aboprosaHicTio Tpeba po3pobnATH 0cobamBy
¢diHaHCOBY MO/ITUKY ynpaBaiHHA aebiTopcbKoto 3aboproaHicTio
ab0 KpeguTHY NOAITUKY BigHOCHO NoKynuiB npogykuii (Blank, 2011).
B poboTi «YnpaBniHHA aKTMBaMMW» BiH AA€ TaKe TPAKTyBaHHA
KPeaAuTHOI MOoANITWKM: «KpeanTHa mnoaitwka (credit policy) -
MeXaHi3M  ynpaB/iHHA  aebiTopcbkolo  3aboprosaHicTio, Lo
po3pob/A€THCA niANPUEMCTBOM. BUpo6HMU4O-KOMepLiiHi
nignpuemctea  GOPMYIOTb  KPEAWTHY MOAITUKY MpU  HaAaHHI
MOKYMUAM TOBapHOro (KOMepLiHOro) abo CrMoXXMBHOTO KpeauTy»
(Blank, 2011). Ane, Ha Halwy AYMKY, ynpaB/iHHA 4e6iTOPCbKO0
3ab60proBaHicTiO He Mae ObMeXyBaTUCA Ti/IbKM PO3pOBKOID Ta
3aCTOCYBaHHAM MEBHUX HOPM KpeauUTHOI NOAITUKM NignpUEMCTBA.
B npoueci ynpaniHHA Ae6iTOpCbKOO 3a6OpProBaHicTIO MOBUHHI
BpaxoByBaTMCA i (akTopyu BNAMBY Ha ii po3mip Ta AKicTb,
BM3Ha4aTMCA Ta 3aCTOCOBYBAaTWUCA IHCTPYMEHTM MoOralleHHA
3aboprosaHocTi.

OpHak € ¥ iHwa rpyna asTopis (Klimova, 2017; Giedt, 2018; Frennea,
Han, & Mittal, 2019; Purwanti, 2019), AKi PO3pi3HAIOTb MOHATTA
«yrnpaB/liHHA ebiTOpCcbKO0  3abOproBaHiCTIO» Ta  «KpeauTHa
noAITMKa  MiANPUEMCTBa»  Ta  pO3rAA4aloTb  YNPaB/iHHA

AebiTopcbkolo  3abOproBaHiCTIO  AK  KOMIMOHEHT — cucTemMu
ynpasAiHHA NiANPUEMCTBOM.

YnpaB/iHHA  4ebiTopcbKoo  3abOproBaHicTIO €  CTpaTeriyHo
BaX/IMBUM B CUCTEMi ynpas/iHHA MigNPUEMCTBOM AK BUPOOHMUYMUM,
Tak i TopriBe/bHUM; | PO3rAAAAETbCA AK TaKTWMKAa i cTpateria
niANpUEMCTB B 06/1aCTi TOBAapHUX KpeAMTIB Ta HEBM3HAYEHMX
6opris (Volnin, 2010). flk HaBegeHi BuWe, TaK | OCTaHHE
BM3HA4YeHHA He BpaxOBYHOTb OCHOBHi 0COB/MBOCTI Ta ¢akTopu
epeKTUBHOCTI  ynpaB/iHCbKOro mnpouecy. Pasom 3 Tum, y
BM3Ha4YeHHAX HaABHi MOOAMHOKI OCHOBHI 3HauyLLi pakTOpU AKOCTI
ynpaBAaiHHA gebiTopcbkoto  3aboproBaHicTio, 30Kpema, AK Yy
BULLiEHaBeAEHOMY BM3HAYeHHi — CTpaTeria Ta TaKTUKa Y HagaHHi
KpeauTis.

TakuM YMHOM, y Pi3HMX TPaKTYyBaHHAX BXe HafABHa OCHOBa A/1A
BMOKpeM/IeHHA (aKTOpiB AKICHOro ynpaBaiHHA Ae6iTOpCbKOO
3a60OproBaHicTio, ane CUCTemMaTU30BaHOI KaacudiKauii  Takux
daKTOpiB MOKM WO Hamu He BuABAeHO. OTXe, HeobOXxigHa
AeTanizauia Ta cuctematumsauia uux daktopie. Mopag 3 uum,
pi3HOMaHITTA ¢dakTopis, AKi dopmytoTb  AebiTOpCbKy
3aboproBaHicTb, poObUTb HayKOBY cuCTeMaTu3aLilo  Ayxe
CK/1aAHOI0.

3. MeTa gocaigxxeHHsa

eTa A0C/ligKEeHHA — HAYKOBO OBrpyHTYBaTH GaKkTOpH BMAWBY

Ha AKicTb ynpaBniHHA aebiTopcbKol  3aboprosaHicTio.

3aBgaHHA AOCNigXeHHA — geTanisyBaTh Ta cucTemaTusyBaTu
dakTopu, AKi BMAMBAOTb Ha AKICTb Ta AMHaMIKYy aAebiTopcbKol
3a60proBaHOCTi; BUABUTM MOKasHUKM GaKTOPIB BM/AMBY Ha AKICTb
Ta AMHaMiKy A4e6iTopCbKOi 3360proBaHoCTi.

4. Pe3yabTaTtu Ta ix 06roBopeHHA

4.1. Ynpas/iHHA Ae6iTopcbKoto 3a60proBaHicTio
B CUCTEMi MEHeAXKMEHTY

po6OTi BUKOPUCTAHO BU3HAYEHHA YNpaB/iHHA Ae6iTOPCbKO

3aboprosaHicTio, WO CPOpPMY/bOBAHO Hamu B npoLec

AOC/IAMKEHHSA. Tak, ynpas/iHHA AebiTopcbKoto
3aboproBaHicTIO BK/OYAE MeToAM | npuHUMIM  poboTu 3
NOTEHUiMHUMK Ta icHyto4YMMU aebiTopamu, MOLWYK IHCTPYMeHTIB
¢$iHaHCyBaHHA Ta pediHaHCyBaHHA AebiTOPCbKOT 3aboproBaHoCTi,
3a/y4eHHA KOLWTIB A/NA peanisauii ToBapiB 3 BiACTPOYEHHAM
naatexy.

YnpaB/iHHA Ae6iTOPCbKO0  3ab0proBaHicTIo — Lie MpUMHATTA
pilleHb BigHOCHO MOLLUYKY HagiHOro MoKynuA, obcAry Ta CTpOKiB
noratiueHHs aebiTopcbKoi 3aboproBaHoCTi. YnpasAaiHHA
AebiTopcbkolo  3ab0proBaHicTIO — Lie CTpaTeriyHnit po3BMTOK
nignpuemcrea. Ha Uit ocHOBi 6asyeTbcA peasisallid TaKTUYHMX
3ax0g4iB MO AOCATHEHHIO Lifel ynpas/iHHA nignpuemcTtsom. Aaa
MOKyMUiB TOBapy MO/ITMKA Ma€e OyTW THYYKOI 3 MOX/MBICTIO
LUBMAKMX 3MiH 3a/1€XKHO Big MiKpo- Ta MakpogakTopis (Purwanti,
2019).

B. Beno3epues (Belozertsev, 2012) 3anponoHyBaB Take BU3HA4YEHHSA
yrpaB/iHHA 4e6iTopcbKoto 3ab0proBaHicTio — CyKYMHiCTb MeTopB i
NPUHLMMIB B3aEMOAIl NiANPUEMCTB 3 K/AIEHTaMW Yy BiAHOCKMHAX
peanisauii nocayr abo akTueiB, oOpraHisauii ¢iHaHcoBOro
3abe3neyeHHs HOProBol aKTUBHOCTI Ta iHKacau il 3aboproBaHoCTi 3
ypaxyBaHHAM ¢aKTopiB MiKpo- i Makpocepe/oBuLLa 3 MeTO
Y3roAMKeHHA |  pery/loBaHHA  iHTepeciB  nignpuemMcTBa i
KOHTpareHTiB, 3abe3neyeHHs B 40BroOCTPOKOBIli MepCcrneKTUBi Moro
¢$iHaHCcOBOT CTiMKOCTI.

Ha ocHoBi aHani3y nigxogiB BigHOCHO ynpaB/iHHA AebiTopcbKoto
3aboprosanictio  nignpuemcts  (Kostirko, 2011; Giedt, 2018)
cpopmoBaHa Ta BigobpaxkeHa Ha puc. 1 migcucTema ynpas/iHHA
aebiTopcbkoto  3aboproBaHicTio, Y AKiM  BugineHo daxkTopu
(enemeHTH), AKi aBTOPM BBaAXalOTb 3HAYYLMMM ANA  LbOTO
npouecy B CUCTEMi MEHeAXMEHTY MigNPUEMCTB.
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Yrpae/iHHA 4,e6iTopcbKoo 3a60ProBaHicTIO B CUCTEMi MEHeAXKMEHTY MignpueEMCTBA

«BXigHa naHka» «Pery/itoto4mii npucTpiii» «BuxigHa naHka»

PeryatoBaHHA npouecis peanisau,ii
TOBAapIB i3 BiACTPOYEHHAM NAaTexy
Ta iHKacaui gebiTopcbKoi
3aboproBaHoCTi

Po3mip Ta cTpyKTypa
AebiTopcbKoi 3a60proBaHoOCTI

PopmyBaHHA BXigHOI iHpopmaLii

EnemeHTw: NimiT; HOpmaTuBY;
NOTOYHMI aHani3 AebiTopcbKol
33a60proBaHOCTI; OLiHKa
— NNaTOCMPOMOKHOCTI KOHTPareHTiB; [~
NOTOYHMI GiHaHCOBWIA CTaH
niANPUEMCTBA; TUN KPegUTHOT
NOAITUKM NiANPUEMCTBA; METOAM
KOHTPO/110; iHKacaLlist Ae6iTopcbKol
3aboproBaHoCTi

A ﬂk A

EnemeHTH: aHani3 gebiTopcbKoi
3aboproBaHOCTi; OLjiHKa
edeKTUBHOCTI yrpas/liHHA
£,ebiTopcbKO0 3a60proBaHicTio;
aHani3 piHaHCOBOro CTaHy
nignpuemcrea

EnemeHTH: 06¢Ar gebiTopcbKol
3aboprosaHocTi; 0b6cAr
NpOCTpo4eHOi AebiTopcbKol
3a60proBaHoOCTi; TEpMiH
3aTPUMKM MATEXKIB;
iHpOpMaLliA NPO KOHTPareHTIB

daKTOpM BN/IMBY Ha AKICTb YNpaBAiHHA A4e6iTOpcbKoto 3aboprosaHicTio

PucyHoK 1: lMigcuctema ynpas/iHHA gebiTopcbKkoto 3aboprosaHicTio
B CUCTEMI MEHEAXMEHTY MignpuemMcTaa”

*fmepeno: po3pob/1eHoO aBTOpaMm Ha OCHOBI goc/igkeHb (Kostirko, 2011; Giedt, 2018).

4.2. ®aktopn BrniMBY Ha AebiTOpcbKy
3aboproBaHicTb

HaBegeHilt nigcucTemi $akTopu MaKpocepeaoBuLla, AKi

AOLi/IbHO aHa/i3yBaTK B npoueci ynpasaiHHA gebiTopcbKoo

3aboproBaHicTio, He BpaxoBaHi. YBara binblwocTi aBTOpiB
NpUAINAETbCA pakTopam Mikpocepegosuwa (CTaH KOHTpareHTiB;
craH nignpuemctea) (Klimova, 2017; Siekelova et al., 2017; Giedt,
2018; Zimon, 2018; Purwanti, 2019; Frennea, 2019).

BuuesasHadeHe BKasye Ha HeobXigHiCTb BUMipoBaHHA edeKTiB
Bi, ynpasAiHHA aebiTopcbKoto 3aboprosaHicTio. Tak, Hanpukiaag,
/1. KOCTUPKO BiA3HAYaE, WO Ha NPaKTULi PilleHHA MPO HagaHHA
260 obMeKeHHs TOBAapHOIO KPeauTy KOHTPareHTy yxXBa/toTbCA
KepiBHULTBOM MiANpUeEMCTB 6e3 ypaxyBaHHA Bn/AvMBY Ob6paHol
KpeAWTHOI MOAITMKM Ha ManbyTHi ¢iHaHcoBi pe3ysbTatu. Le
noTpebye po3pobKM MeTOAMYHMX 3acagd GOPMYBAHHA KPeAWUTHOT
NoAITUKK Ha HOBI mapaaurmi (Kostirko, 2011). ABTOp BBaae, L0
¢diHaHCOBMI  CTaH MigNPUEMCTBA 3aNeXWUTb  Big  LIBUAKOCTI
nepeTBOpeHHA iHBecToBaHUX Yy aebiTopcbKy 3aboprosaHicTb
KOWTIB Ha KOWTK peanbHi. Ha AymKy aBTopa, e(peKTUBHICTb
ynpasAiHHA Aeb6iTOpCcbKol 3abOproBaHiCTIO  XapaKTepU3yeTbCA
noKasHUMKaMn peHTabe/IbHOCTi, N/1aTOCNPOMOXKHOCTI, ¢iHaHCOBOI
CTiMKOCTI.

HeobxigHotO yMOBOW pe3y/bTaTy ynpaBAiHHA AebiTopcbKoto
3aboprosaHicTto € ¢diHaHcoBa CTIMKICTb. Cy6’ekTu
rocrnogaploBaHHA B YMOBaX KOHKYPEHLii NOBWHHI popmyBaTh
CTiMKMM  diHAHCOBMI  MeXaHi3m  anA  3abe3nedyeHHA  CBOET
onepauiiHoi aianbHocTi (Bei, & Wijewardana, 2012). BnpogoBx
BCi€l PiHAHCOBO-TOCNOAAPCHKOI AiANLHOCTI POPMYETLCA CTiMKMIA
oiHaHcoBuit cTaH nignpuemcra (Kumsta, & Vivian, 2019).
TaymaveHHA $iHaHCOBOT CTIMKOCTI B fOC/IAMKEHHAX Pi3HOMaHiTHe.
Okpemi aBTopu (Sdgi, & Lentner, 2020) $OpPMY/IOIOTb MOHATTA
¢$iHaHCOBOI  CTIMKOCTI  4epe3  AOCATHEHHA  MNiANPUEMCTBOM
HeobxigHnx ¢iHaHCOBMX napameTpiB; nig CTiMKMM iHAHCOBUM
CTQHOM MiANPUEMCTBA BOHM PO3YMilOTb CTyniHb 3abe3neyeHocTi
nigANnpuMeEMCTBa HeOOXiAHMMM  ANA  rOCNOAAPCHKOT  AiANBHOCTI
(biHaHCOBMMM pecypcamMu Ta CBOEYACHICTb 3AiICHEHHA rPOLLOBUX
po3paxyHKiB 3a cBoiMu Gopramu Ta 3060B’A3aHHAMM. Tak,
BBAXa€ETbCA, WO (IHAHCOBUI CTaH MiANPUEMCTBA CTiMKUM, AKLLO
niANpUMEMCTBO pAo0CArae HeobXigHMX napameTpiB y Hanpamax

peHTabenbHoCTi (MPUBYTKOBOCTI), HAABHOCTI BAACHUX (iHAHCOBMX
pecypciB, pauioHaZbHOMY PO3MilLeHHi KOLTiB, AiKBigHOCTI Ta
naaTocnpomoxHocTi (Sdgi, & Lentner, 2020; Dolgikh, Panfilova, &
Smoroding, 2020).

Cnig Big3HAYMTH, WO B ONTOBIM TOPriB/i Yepes 3MeHLLEeHYy HaLiHKY
TOBapy, MOPIBHAHO 3 pO34pibHOIO TOpriB/eto, € HeobXiAHICTb
¢$iHaHcoBOro 3abesneyeHHs peasisalii ToBapiB i3 BiaCTpOYeHHAM
naatexy  (Klimova, 2017). OTxe, nUTaHHA  ynpaBAiHHSA
AebiTopcbKolo  3abOproBaHicTIO  MOCTaE  nepesd  TakMMu
nignNpUEMCTBaMU 3 6i/bLLIOKD FOCTPOTOHO.

[lopeyHo npuaianTu ysary GyHKUIOHYBaHHIO MigNPUEMCTB ONTOBOI
TOPriB/i, aA)e BOHWM HAKNAAAIOTb CrneuudivyHMi BiAOUTOK Ha
yrpaB/iHHaA AebiTopcbKoto 3aboproBaHicTio MignpueMcTs Ta BUbIp
iHCTpymeHTiB  norawleHHA 3aboproBaHocTi. /1A  MOPIBHAHHA
BMOKPEMMMO MeBHi 0COB/MBOCTI ONTOBOI TOPriB/i, LLLO BMN/MBAOThL
Ha ynpas/iHHA Ta $opmMyBaHHA aebiTopcbkoro 3aboprosaHicTio
(Lishchenko, & Beskostd, 2012). Po3rnAHemo KaTeropii MoKymnis,
WO € XapaKTepHWMU A/AA po3apibHOT Ta onToBoi Toprieai. A/A
po3apibHoOi TopriBai — Le nepeBaxkHO ¢i3nyHi 0cobu, AKi He €
cy6’ekTamMu  MiANPUEMHULBKOT  AiANbHOCTI, a A/nA onNToBOI —
OCHOBHUMM MOKynuAMU BMCTYNaloTb came cy6’ekTH
nigNPUEMHULBKOT AiAAbHOCTI. Ha nignpuemcTBax onToBOI TOPriBAi
Lle CTBOPIOE MepesyMOBM BUHWMKHEHHA TOBApHOI AebiTopcbKoi
3aboprosaHocTi. BigHocHO nignpuemcTs po3gpibHoi Toprieai, TO
yTBOpEHHA aebiTopcbKoi 3a60proBaHoOCTi, WO He BigHOCUTLCA A0
peanizauii ToBapiB, Maltke He BigbyBaeTbcA. [puymHa B TOMY, WO
MOKYMUAMM BUCTYNAOTb NepeBaxHO Pi3nyHi ocobu. Po3paxyHKku B
OCHOBHOMY Big0yBaloTbCA B rOTIBKOBiI ¢dopmi OAHOYACHO 3
nepemilleHHAM  TOBapiB MO  BiANOBigHMM  AaHKam. /s
niANPUEMCTB  po34piOHOT  TOpriBni  XapakTepHe  YTBOPEHHsA
AebiTopcbKoi 3aboproBaHoCTi, AKa He MoOB’A3aHa 3 peasizaljieto
nocayr, pobit, ToBapiB. /A mnignpueMCTB ONTOBOI TOPriBAI
HeobXiAHO BIAPIZHATM AKICTB Ta CTPYKTYpYy AebiTopcbKoi
3aboprosaHocTi.

[lna onTOBOI TOPriB/i XapakTepHi 3Ha4YHa Ki/ZbKiCTb MOKynuiB i
Be/MKi obcArn peanisauii Toapis. Lle 0bymoB/toe rpynyBaHHA
KOHTpareHTiB 3a MeBHUMMM KpuTepiamM, WO6 onTumisysaTu
aebiTopcbKy  3aboprosaHicTb,  Ta MiHIMi3yBaTU  pU3UKHK
HeroBepHeHHa 6opry (Krylov, 2020). Tomy 3a cK/i1agoMm
KOHTpareHTiB Tpeba pobuTu aHani3 CTPyKTypu aAebiTopcbKoi
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3aboprosaHocTi (BigHOLWeHHA obcaris aebitopcbKoi
3a60proBaHOCTi MEBHWX KOHTPAreHTiB A0 3ara/bHOro obcAry
4,e6iTOpCbKOT 3a60pProBaHoCTi).

TakuM 4MHOM, L6 ynpaB/iHHA AebiTOpcbKO 3aboproBaHicTio
6y/n0 edpeKTUBHUM, NiANPUEMCTBA OMTOBOI TOPriB/i MaloTb OyTH
$iHAHCOBO  CTiMKMMM; A0 OCHOBHMX MOKa3HWKIB  (iHaHCOBOT
CTIMKOCTI MOXHa BigHeCTU MpUOYTKOBICTb KpeAWUTHWMX onepauii
(Rp); KoediLieHT 060POTHOCTI KPeAUTOPCHKOI 3a60pProBaHOCTi 3a
ToBapu (Kos «); KoeilieHT 060pOTHOCTI  Ae6iTOpCbKOT
3aboproBaHocti 33 ToBapu (Kos »); KoedilieHT mnoTouYHOf
niksigHocTi (K n./); AkicTb AebiTopcbKoi 3a6oprosaHocTi (Dg).

B3aemMogifi 3 KOHTpareHTamMu BK/IHOYAE TaKi e/1emMeHTH: crnocib
roralleHHa 3aboproBaHoCTi; WTpadu Ta 3HUNKKM BignoBigHO 3a
NpOCTPOYEHHA naatexy Ta  AOCTPOKOBe rioratueHHsA
3aboproBaHoCTi. TOBapHe KpeaWTYBaHHA M€ Taki mapameTpu: 3
BifCTPOYEHHAM TN/aTexy o6cAr peasisauii ToBapy i CTPOKM
HagaHHA TOBapHOr O KpeauTy.

lepes NpUAHATTAM pilleHHA NPO HagaHHA TOBApHOrO KpeauTy
pOBUTbCA KpeAWTHUI aHani3, pe3y/bTaTOM fAKOro Mae€ CTaTu
piLLleHHA NPOo AOLi/bHICTb HAaZaHHA KPeAWUTY NeBHOMY KOHTpareHTy
Ta BM3HA4YeHHA 0bcAry KpeauTy. KpeautHuit aHani3 nepesbavae
o/ep:KaHHA, BUBYEHHA | 06pobKy iHdopmauii AnA pileHHA npo
BigBaHTaXeHHA NPOAYKLil0 3 BigcTpoueHHAM nnatexy (Kozka,
2010). Mg, 4ac KPeAUTHOrO aHa/i3y BUBYAIOTb N/1AaTOCNIPOMOXKHICTb,
AinoBy penyTalito Ta 0c06/MBOCTI 3abe3neyeHs HagaHHA KpeaunTy.

Mig 4ac aHanizy nAaTOCMPOMOMHOCTI KOHTpareHTiB  iCHYe
MMOBIpHICTL  HegocToBipHOCTI  iHpopmauii Ta wsKMaKoro i
3HelliHeHHA Nic1A oAep)KaHHA. TOMy AaHi WoA0 HeHagaHHA abo
HaflaHHA TOBApHOrO KpeauTy He A0CUTb AKicHi. OCHOBHUMMU
MOKa3sHMKaMM  OUIHKM  NNATOCNPOMOXHOCTI  MiANPUEMCTBA
BUCTYNaloTb  KoedilieHT abcoMtoTHOI  NiKBIAHOCTI; KoediuieHT
3ara/bHOT /iKBIAHOCTI; KoedilieHT LWBUAKOT NIKBIg4HOCTI; KoediLlieHT
NOTO4HOT NKBIAHOCTI.

Ha ocHOBi aHanisy BuLLEe3a3HaYeHUX pAKepen i  B/AaCHUX
cnocTepeKeHb 3arnporoHOBaHO BCi (pakToOpu BMAMBY Ha piBeHb
AebiTopcbKoi 3ab0proBaHoOCTi BigHECTU A0 ABOX rO/I0BHUX rpyn:
BHYTPILLHIX Ta 30BHILLIHIX. /)Kepe/noM BHYTPILLHIX ¢aKTopiB €
nignpuemctso. Lii pakTOpu perynboBaHi nignpueMCcTBOM. 30BHiLLHI
dakTopu - ue PaKTOpM 30BHILUIHBOrO CepeaoBMLLA; X MOXHa
MOAI/MTU LWe Ha ABi rpynu: makpocepeAoBuld Ta 6/1M3bKOro
OTOYEHHA nignpremcrea (Ha3Bemo dakTopamu
MiKpocepeaoBMLLA, aze BigOKPeM/IIOBaTUMEMO LK Tpyny Big
¢dakTopiB BHyTpiLLHiX) (Belozertsev, & Gunyd, 2014).

flo ¢aKkTopiB  MakpocepeaoBulla  BiAHOCATb  €KOHOMIYHi
(MakpoeKkoHOMI4HI) Ta opraHisauiiHo-npaBosi ¢akTopu (Inessd,
Artem, & Wielki, 2019), npuiyomy ocTaHHi 06’€4HaHi B ogHy rpyny,
60 BOHW B3aEMOODYMOB/IEHI i Maitxke He MigaatoTbCA KibKicCHOMY
BMPaXKEHHIO.

OpraHisauiiiHo-npaBoBi  pakTopyM MaKpocepegoBulla - Le
pesynbTaTh AiANbHOCTI CUCTEMU OPraHiB  AepXaBHOI B/AaAM
(KoHTpO/Ib i 3abesneyeHHA  AOTPUMaHHA cyb’ekTamu
rocnogaproBaHHA nAaTiXxHoI AUCUUNNIHK) Ta BM/MB
iHGpacTpyKTYpHUX opraHisaujin (6aHKu, ayAUTOPCbKI,
KOHCA/TUHIOBI  KOMMaHii, ($aKkTopuHrosi). [0 HOpMaTUBHO-
npaBoBux (GaKTopiB C/if BiAHECTM TaKi CKNagoBi enemeHTH, AK
3aKOHOAaBYi (3aKOHW, WO pery/tooTb GOProsi BiAHOCUHU MiXK
nignpuemcreamm Ta NAATiIXKHKA obopot cy6’exTiB
rocrno/AapioBaHHA) i HopmaTuBHi (PO3MOPAAMKEHHS, THCTPYKLiT Ta
HaKasu CTOCOBHO GOProBUX BiAHOCKMH i Pery/toBaHHA M/AaTiHOro
o6oporTy).

/10 MaKpOeKOHOMI4HUX (PaKTOPiB €KOHOMIHHOrO XapaKTepy, AKi
BM/IMBAIOTb Ha piBeHb AebiTOpCbKOT 33a60proBaHOCTI MigNPUEMCTB,
MOXHa BigHecTu iHdAaALjto, piBeHb BBI1, peseps cymHiBHUX HopriB,
3MiHy KypCy HaLioHa/bHOI Ba/loTW, rpowoBoi Macu, o6/ikoBoi
cTaBku HBY, KyniBe/IbHOI CMPOMOXHOCTI Hace/eHHA, NogaTKoBe
HaBaHTa)KeHHA. [lani HaBeAeHO geTa/lbHe MOACHEHHA BNAMBY
KOXHOrO 3 Ha3BaHMX (paKTopiB.

Bnaue iHgasuii Ha debimopcbKy 3a6opzosaHicme nionpuemcms

Y nepiogu iHPAALUT peanbHa BapTiCTb POLIOBMX aKTWBIB
BTPaYa€ETbCsA; 3pPOCTAE KPeAUTHA 3abOProBaHicTb, 3aCTOCOBYETHCA
arpecuBHa Mo/iTWKa peanisauii ToBapis, 3pocTae pebiTopcbka
3aboproBaHicTb. B TakuMx ymoBax MigNpUEMCTBO 3allikaB/leHO Y
KOHBepTaL|ii rpooBMX KOLWTIB B 3amacuM maTepianiB, CMPOBUHMU,
naavea, Tosapis, Towo (Coibion, Gorodnichenko, & Ropele, 2019).
Yepes Br/mB iHbAAUiT Yy CKAagi  akTMBIB - nignpueEMCTBa
BiAOyBalOTbCA CTPYKTYPHi 3MiHM, i AK HACNif4OK — YTBOPIOETHCA
HefKicHa gebiTopcbKa 3aboprosaHicTb.

Taki  npouecu BiA6yBalOTbCA i y MOKynuiB (KOHTpareHTis).
KpeanTopcbKy 3ab0proBaHicTb B Lieit Yac BUrigHO 36iibliyBaTH Ta
HecBOe€yYacHo il morawatu, OCKi/bKM 4Yepes iHp/Auilo BapTicTb
TOBapHOrO KpeAWTy 3 4YacOM 3HelUiHIETbcA. OTXe, AKLLO
MOHEeTapHi aKTMBM 3pOCTalOTb Haj MOHETapHUMM nacvMBamu, TO
NpY 3pOCTaHHi LiH Ui akTuBK 3HewuiHtotoTbCA (Aggarwal, & Tyagi,
2018). ICHYE He TinbKM 3B’A30K MK SAKICTIO Ae6iTOpCbKOT
3aboproBaHoCTi Ta Temnamu iHPAAUf, ane 1 HaABHICTb
NPOCTPOYEHMX BOPriB Ta BUCOKMX TEMMIB iX MPUPOCTY BUK/IMKAIOTb
HOBI BUTKU iHpAALT (Karadag, 2018).

Bnaue BBIT Ha 60p208i BIOHOCUHU Mi¥c niOnpuemcmeamu mad
0ebimopcbky 3a6opz08aHicmb

HecBoeuacHe noraweHHA 6oproBux 3060B’A3aHb B KpaHi €
repeLlKoAo A/19 €KOHOMIYHOrO 3pOCTaHHA, Ha AKe HaliseHa
€KOHOMIYHa MOAITMKA BCiX AepKa., i OAHUM i3 MOKa3HUKIB AKOro
nokasHuk BBM (Tacchella, Mazzilli, & Pietronero, 2018).
Po3noBclogeHHA  HenzaTexie MK  nignpuemMcTBammn  Mae
/IAHLIOrOBMiA XapaKTep; MpOoCTpo4yeHa 3aboprosaHicTb B OAHMX
CEeKTOpax €KOHOMIKM 3yMOB/IIOE BUHUKHEHHA HEeMn/iaTexiB B iHLINX
rasnysax ekoHoMmiku. HensaTexi y Buraagi 6esHagiiiHoi abo
npocTpoyeHoi 3aboproBaHOCTi  Bn/MBalOTb Ha 306yToBY Ta
3aroTiBe/IbHY AiA/bHICTb /aHUOra Cy6’eKTiB rocnogaproBaHHs.
MpocTpoyeHa paebiTopcbka 3aboproBaHicTb 3a TOBapM, fAKa
BMHMK/A Y KiHLL@BOMY CEKTOPi CMOXMBAHHA, PO3MOBCIOAXYETbCA i
Ha BWMPOGHMKIB npogykyii (Stam, & Westerman, 2018). Yepes
A€AKUM  Yac  MigNPUEMCTBO-BUPOOHMK 6e3  BUCOKO/IKBIAHMX
aKTUBIB MOCTYMOBO CKOPOYYE BUPOOHULTBO. Y MigNpPUEMCTB-
oAepKyBaviB MpOAYKLil BigOyBaEeTbCcA 3MeEHLeHHA 06’emiB
peanizauii ToBapiB. B Takux ymoBax Tpeba 3asyvyaTM HOBMX
TMOKYMUiB, PO3LUIMPATU PUHKM 36YTYy NpoAyKuii, 36ibluyBaTH LiHK
peanizauii ToBapy. Lle npusBoanTb A0 3pOCTaHHA MPOCTPOYEHOI,
HesKicHOT i Ge3HagilHOi gebiTopcbkoi 3aboproBaHocTi. Yce ue
riepesaeTbCA BULLLE MO NaHLOTY.

Peseps cymHigHuUx 60opzis

Okpim npupgbaHoi 3aboprosaHocTi i 3aboprosaHocTi, fAKa
rnpusHayeHa A/1A  Npogaxy, AebiTopcbka  3aboproBaHicTb
ABAAETbCA aKTMBOM. Bci nignpuemcTBa 3060B'A3aHi cTBOptOBaTH
pesepB CymHiBHMX OopriB. [ogaTkiByi B /nMCTax Ha Temy
6e3HagiiHoi 3a060proBaHOCTi TaKOX MigKPeC/Io0Th, O TaKuii
peseps Tpeba cTBOptOBaTM O0OO0B'A3KOBO. A B  AeAKUX
KOHCY/IbTaLifiX KOHTPO/Iepu BKa3yloTb Ha Te, WO 6e3 CTBOpeHHA
TaKoro pesepBy 6Oe3sHagiliHy 3aboproBaHicTb He BAaCTbCA
BK/IOUYUTU g0 nogaTkosux Butpat (Oladnichuk, Konzeba, &
Podlubna, 2019).

AnA  CTBOPeHHA  pe3epBy  CyMHiBHMX  ©Gopris  Tpeba
BMKOPUCTOBYBATU He3HagiiiHy 3aboproBaHicTb, y AKOI BXe MUHYB
CTPOK MO30BHOI AABHOCTI i iCHY€E BMEBHEHICTb B il HEMOBEPHEHHI
6opHMKOM. Tpeba 3BepHyTM YyBary Ha O0OCTaBWHM, LLO
O/HO3HAYHO BKa3ylOTb Ha AebBITOPCbKY 3ab0pProBaHicTh, WO 1i He
byse noraweHo. 30Kpema, BMEBHEHO MPO HernoBepPHEHHA
pebiTopcbkoi  3a60proBaHOCTi  MOXHa TrOBOPUTM 33  YMOBMU
BMHUKHEHHA TaKMX 0OCTaBUH:

1) 6op»KHMKa Byn10 /iKBiAOBaHO, abo MOro BU3HAHO BAHKPYTOM, a
NpaBOHACTYNHUKIB ~ HemMae i  3aboproBaHicTb  nepep
niANPUEMCTBOM MoralieHo He 6y/10;

2) 33 yMOBamu MMPOBOI yroAu, B TOMY YMC/i, KOHTpareHToBi 6y/10
npotyeHo 6opr;
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3)A0 Cygy nigNPUEMCTBO MOAA/N0 MO30B MPO  CTATHEHHA 3
KOHTpareHTa 3aboproBaHOCTi, ase 3a pesy/ibTaTamu
OCKap»KeHHA CTa/10 3p03yMi/o, LLLO CyA, MOro BigXWU/MB.

AKWO iCHYe HeBMeBHEHICTb Yy MnoralleHHi GOpPXKHUKOM MOTOYHOT
AebiTopcbKoi  3aboproBaHocTi, TO Taka 3aboproBaHicTb €
CyMHiBHOO. Ha po3mip pesepBy BMN/AMBAE 3acTOCYBaHHA
ab6coNoTHOT cymmn CyMHIiBHOI Ae6iTopcbKoi 3aboproBaHocTi. AKLLO
AebiTopcbKka 3a60proBaHicTb BUHMKAE B XOAj OnepaLjiiHoro LKy
i byge moraweHa 3 Aatu 6asaHCy NpoTAroM 12 MicAUiB, TO i 3a
Takol AebiTOPCbKO 3a60proBaHicTio (MOTOYHOK) CTBOPIOKOTHL
pe3epB. BUTpaTK Ha CTBOPEHHA pe3epBYy BK/OYAOTLCA A0 CKAAAY
HLUMX BUTPAT onepauiiHol A4if/IbHOCTI.

B  MeToasi 3acTocyBaHHA  abCOMOTHOI  CYMM  CYMHIBHOT
3aboproBaHOCTi HalnpocTille pery/aoBaTW po3mip pesepsy; 3a
KOHKpeTHUMMK gebiTopamu, AKWO X 3abOoproBaHicTb Ha nigcTaBi
npodeciiHoro aHanisy BU3HaHa CYMHIBHOIO, CTBOPIOETbLCA pe3epB.
Ana uporo:

1) y Hakasi npo 06/iKOBY MO/ITUKY 3a3HAYatOTb O3HAKMU CYMHIBHOT
AebiTopcbKoi 3aboproBaHoOCTi;

2) IPOBOAATL aHazi3 Ha mpeaMmeT BiAMOBIAHOCTI Ae6iTOpCbKOT
3a60proBaHOCTi BCTAHOB/IGHUM KPUTEPIAM Ha OCTaHHE YUC/I0

kBapTany (Aaty 6anaHcy). bByab-Aky  3aboprosaHicTb
BK/IOYAlOTb [0 pe3epBy, HAKWO BOHa BiAMOBIAAE LUM
KpuTepiam.

3 mMeTor MiHiMi3aLii cymu pe3epBy MOXKHA BCTAaHOBUTU FPAaHUYHO
«KOPCTKi» KpuTepii BigHeceHHA aebiTopcbKoi 3aboproBaHoCTi 40
CyMHIBHOT (BU3HaHHA ge6iTopa 6aHKPYTOM, HanpuKaa4). FKLLO X €
HaMmip CTBOPUTK pe3epB Y MaKCUMa/bHil CyMmi, TO C/if, yCTaHOBUTH
«M'AIKi» KpuTepil. CKaximo, BM3HaBaTU £AebiTopcbKy
3a60proBaHicTb CYMHIBHOO, AKLLO BOHA MPOCTPOYEHa Ha MeBHUI
cTpok (1 micAub abo 10 AHiB). MpUHLKMN 06AYHOCTI MOKe cTaTu
OBIPYHTYBaHHAM TaKOI «M'AKOCTi».

Mig ToBapHOK 3aboproBaHIiCTIO PO3YMitOTb TaKy aebiTopcbKy
3ab0proBaHicTb, WO € HACAIAKOM MepepaxoBaHoi MpoAaBLeBi
nonepeaHbOi On/aTh, 3a AKOK TaK i He Byan oTpumani poboTu,
noc/nyry, ToBapu. 3a TaKo 3abOProBaHiCcTIO pe3epB CYMHIBHOI
3ab60proBaHOCTi He CTBOPIOIOTb, TOMY L0 BOHA He € (iHaHCOBUM
aKTMBOM, TOMYy i BK/AOYalOTb A0 BUTPAT Yy MNOAATKOBOMY Ta
byxrantepcbkomy  00/iKy. baxaHo, W06 3aboproBaHicTb
KBa/idpikyBasacA B OyxrasTepcbKomy 06/1iKy 33 TUMU NpaBuIamy,
Wwo M y nogatkoBomy o06/iKy (3 no3uyii yHidikauii gaHux
ByxrasTepcbKoro i nogaTkoBoro o6iky).

I'polioBoto 3aboprosaHicTio BBaXKaloTb AebiTopcbKy
3aboproBaHicTb MOKYMUA 3a peasni3oBaHi MpogaBueM MOCayru,
poboTu, TOBapu, WO He Oyau onnadeni. MNpuW CnucaHHi Takol
3ab0oproBaHoOCTi C/lig MpoaHai3yBaTH, YM 3HAUUTbCA B GasaHci
Ca/bf0 Ha paxyHKy «Pe3epB CyMHiBHMX BOpriB». AKLO canbgo 3a
UMM paxyHKOM €, 3HauuTb, 6y/n0 CTBOpeHO pe3sepB. Togi
Aeb6iTopcbry 3aboprosaHicTb (6e3HagiiHy) cnucytoTb 3 6asaHcy 3a
paxyHOK TaKoro pesepsy.

MAaTHUKKM NoAaTKYy Ha npuMOYTOK, LWO KOpUrytoTb ¢iHaHCOBUIA
pesy/bTaT Ha CyMy BCiX Pi3HULb, MOBUHHI:

1)B Oyxrantepcbkomy 06/iKy YCTaHOBUTM Taki X KpuTepil
BM3HaHHA 6e3HagiliHoT 3aboproBaHoCTi, WO 1 y noAgaTKOBOMY
06/1iKy;

2) pO3paxoByBaTH pe3epB TaKUM YMHOM, LWO6 cyma 6e3HagiiHol
3aboproBaHOCTi CMMCyBa/sacA Ha BUTPATH, a HE 3a paxyHOK
pesepBy B nepioai ii BM3HaHHA. Lle MOXHa 3ailicHUTH,
30Kpema, 3a A0MOMOrol0 BUKOPUCTAHHA MeTOoAY abCo/OTHOT
CyMM  CyMHiBHOT  3abOproBaHOCTi, B AKOMY  MOXHa
nepegbayvaTv CTBOPEHHA pe3epBy B MiHiMa/bHIl CyMi.

ICHYIOTb TaKOX iHLWI Cnocobu po3paxyHKy pesepBy CYMHIBHUX
6opris, Npy1 3aCTOCYBaHHI AKMX AOr0 Cyma AOPiBHIOBAaTUME HY/IHO.

MO3UTUBHMM MOMEHTOM TMpOAAXy TOBapy 3 Bi4CTPOYEHHAM
n/iaTexy CTOCOBHO MUTaHHA Be/n4uHW BBI1 AB/AETbLCA TOBapHe
KpeAMTyBaHHsA, AKe CTUMY/IIOE NMPUPICT 06’emiB BUPOOHULTBA.

Bnaue 2powosoi macu Ha debimopcbky 3ab6opzosaHicme

I'powoBi arperatu Ta piBeHb MOHETU3aLii BHYTPILLHbOrO Ba/1I0BOroO
NPOAYKTY — Lie r0/10BHi NMOKa3HWKaMK, AKi XapaKTepusytoTb piBeHb
3abe3neyeHocTi ekoHoMikM KowTamu (Inessa, Artem, & Wielki,
2019). Hu3bkuil piBeHb MoHeTwsauii BBIM (Hectaya rpoweit B
EKOHOMIL|ji AeprKaBu) — OAHA 3 MPUYMH 3POCTAHHA MPOCTPOYEHOI
AebiTopcbKkoi 3aboproBaHOCTi, AK MOKa3a/no AOC/IANKEHHA L€l
npobsemu. AaA AiKBiAaLil HENJATEXIB MPUXUIBHUKM MPOMOHYHOTb
HapoLlyBaTh TpoLIOBY Macy, a/le Big AOAATKOBOI emicii edekT
KOPOTKOCTPOKOBMI, BiH HEHagoBro  MigBULLYE  /iKBigHICTb
niANPUEMCTB Ta CKOPOYYE NMPOCTPOUEHy 3a60proBaHiCTb.

Alebimopcbka 3ab6opzosaHicmb ma OUHAMIKA Kypcy HAYiOHAAbHOT
sastomu

Kypc HaLlioHanbHOT BaNtOTM B NepLLY Yepry Br/MBaE Ha CTPYKTYPY i
AVHaMIRY — gebiTopcbkoi  3aboproBaHocTi  imMnopTepiB  Ta
eKcrnopTepiB pobiT, nocayr, ToBapis. Mog0poKYaHHA HaLiOHa/bHOT
Ba/IlOTU  TMOrIpLYE KOHKYPEHTHUIA Ta  PiHAHCOBOro  CTaHy
eKCrnopTepiB, i, AK HAC/iAOK, MPU3BOAUTL A0 HAKOMUYEHHA Bopris
nepes, iHWMMKM  CEKTOpamu  eKOHOMiKM  (MocCTaya/bHUKaMu
pecypciB). fKWO KypC HaLiOHa/bHOI Ba/MOTW MaAaE, Le Crnpuse
3POCTaHHIO 3aTPaTHOI 4YaCTMHU Y MiANPUEMCTB, OPIEHTOBAHUX Ha
imnopt (Karpenko, Karpova, Grigorieva, Savenkova, & Guirinskiy,
2017). Y /0BroCTPOKOBIi NepCrneKTUBi Taka TeHAEHLiA CrpUYMHAE
nigBWLLEHHA PiBHA iHPAALIT. AK HAac/igoK, y 6OProBux BigHOCUHaX
MiX MigNPUEMCTBaMM NMOYMHAOTHLCA HEraTMBHI NpoLecu.

Bnaue cepedHboi cmasku no kpedumax ma 061ikosoi cmasku HBY
Ha QUHAMiKy ma cmpyKmypHi 3miHu debimopcbKoi 3abopaosaHocmi

KpeauT mae ¢yHKLUit0 nepepo3noginy, OCKi/IbKM HaKonu4yeHi
TUMYACOBO  Bi/IbHi  KOWTU  OAHMX  EKOHOMIMHMX  Cyb’eKTiB
CMPAMOBYIOTbCA Ha MEeBHUI CTPOK 3a MeBHY M/1aTy Yepes KpeAuTHi
YCTaHOBM Ha MOTPe6M iHLLIMX eKOHOMIYHUX Cy6’eKTiB. Po3risHemo
cuTyauilo B naaHi popmyBaHHA Ta MnoralleHHs AebiTopcbKoi
3aboprosaHocTi. [1A rocnogapumx cyb’eKkTiB TOBapHUIN KpeauT
6inbWw npuBab/MBUIA NOPIBHAHO 3 GaHKIBCbKMM KpeguTom. Mpu
3MeHLUEHH| BifCOTKOBUX CTaBOK MO GaHKiBCbKUX KpeauTax A/d
rocnogapumx  cyb’ekTiB  MOXe  crmocTepiraTUcA  MO3WUTMBHA
AVHAMIKa y 60proBux BigHOCMHAX MiX MignpueMcTBaMu. [MHamika
ob6nikoBoi  cTaBkM HBY onocepeakoBaHO 4epe3 OaHKiBCbKi
KpeauTu Br/MBae i Ha Goprosi npouecn Mix nignpuemcTeamu, a
OTXe, | Ha CTPYKTYpHi 3MmiHM | guHamiky geb6iTopcbKol
3a60proBaHoOCTi NigNPUEMCTB.

Aebimopcoka
HaceseHHs

3a60p208aHicmb i KynigesnbHa — cNpoMOXMHicMb

KyniBe/ibHa CNpOMOXHICTb Hace/n1eHHA He3nocepesHbO BMN/MBAE Ha
60prosi BiAHOCMHU MiX rocnogapunmm cy6’ektamu, Lo nos’A3aHi
3 pisHMMK ranysamu BUPOOHWLTBa, peanisalii, nepeposnoginy Ta
PO3MOoAiNy CMOXKMBYMX TOBApiB Yepe3 3pOCTaHHA MOMUTY Ha HUX.
[lnHamika peanbHOi 3apobiTHOI N/iaTU ABAAETLCA HAMKATOPOM
KyniBe/IbHOi CIPOMOXHOCTI Hace/NeHHs.

Bnaue  nodamkosozo
3abopzosaHicme

HasaHMameHHs ~ Ha  0ebimopcbKy

MNogaTKOBE HaBaHTaXXEHHA BI/IMBAE Ha GOProsi BigHOCMHM MiX
nignpMemMcTBamMm  4yepes  3pOCTaHHA  3aTpPaTHOI  YacCTWHM
rocrnogapumnx cy6’ekTiB. MogaTku 3aknagatoTbcA y cobiBapTicTb
NpoAYKLi, Lie BN/MBAE Ha BapTiCTb peasizoBaHux ToBapis (pobiT,
nocayr). [o-nepwe, 36isbluytoTbcd  06’emu  gebiTopcbKoi
3aboproBaHoCTi; Mo-gpyre, MpW  MOCWAEHHI  MOAATKOBOro
HaBaHTaXXEHHA 3anycKaloTbCA HPAALIMHI MeXaHi3mMK, WO Tex
BMN/IMBAaE Ha  opmyBaHHA i  moraweHHAa  AebiTopcbKoi
3aboprosaHocTi.

LLlo cToCyeTbcA 30BHiLLHIX (aKTOPiB MiIKPOEKOHOMIHHOIO PiBHA —
E€KOHOMIYHMX W oOpranisauiiHmMx, TO iX TpaHcAATOpaMU €
Halb/mx4e OTouveHHA cyb’ekTa rocnogaptoBaHHA. Ha  AkicTb
aebiTopcbkoi 3aboproBaHOCTi Ha LbOMy piBHI 6e3nocepesHbo

BM/IMBAOTb MOKYMLi NPOoAYKLil (KOHTpareHT nignpuemcTaa).
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ExkoHoMiuHi  daKkTOpu MikpocepegoBMla - Le M/aTikHa
Aavcumnaina MOKYMLA; N1aTOCNPOMOXKHICTb MOKynuA;
BMKOPUCTAaHHA HErpoLIOBMX CMOCO6iB moralleHHA aAebiTopcbKoi
3ab0proBaHoCTi;  eKOHOMiYHa  BM/AMBOBICTb Ta  BaromicTb
KOHTpareHTa Ha PpWHKY. /10 oOpranisauiitHux ¢$akTopiB MOKHa
BigHeCTU AKiCcTb OyxraATepCcbKOro Ta YMpaB/iHCBKOrO 067Ky
MOKYMuA; BigdaneHicTb rocnogapyoro cy6’eKTa; opranisauiiiHol
CTPYKTYPM KOHTpareHTa. Bn/me BuLLL@3a3HA4YEHNX EKOHOMIYHKX Ta
opraHisayiiHux  ¢$akTopiB MiKpocepeaoBMLla TMOB'A3aHUN i3
dakTopamu BUWOrO piBHA — Makpocepegosuiia (Sineviciené,
2016).

Cepeg, BHYTPIiLWHIX paKTOPIB BUAINAHO TeX ABi rpynu: eKOHOMIYHI
Ta oOpraHisauiiHi. /lo BHYTPILUHIX EKOHOMIYHMX QaKTopiB
BifgHOCEHO @iHaHCOBY Ta EKOHOMIi4HY CTpaTerilo MignpUEMCTBa;
biHaHCOBMI  CTaH  MigNPUEMCTBA;  CTPYKTYpY  AebiTopcbKoi
3ab60proBaHOCTi;  MOM/IMBOCTI  BMKOPUCTAHHA  HErpoLUOBMX
crnocobiB  sikBigauii  aebiTopcbKoi  3aboproBaHOCTi;  Ki/bKICTb
aebitopiB. Cepeg, BHYTPILIHIX OpraHisauiiHMx ¢aKTopiB TaKOX
MOXHa BMOKPEMMUTU CTPYKTYpPY TNiANPUEMCTBA, OpraHisauito
ynpaBAiHCbKOro Ta OyxranTepcbkoro 067iKy; KBajidpikoBaHiCTb
CMiBpOBITHHMKIB.

Omxe, wncTema aKTOpiB Yy3arasbHeHa, CTPYKTypoBaHa Ta
AOC/NIAKEHO 3MICT OKpemux aKTopiB BM/AMBY Ha AKiCTb
ynpasaiHHA Aeb6iTopcbKoto  3aboproBaHicTio. B uih  cuctemi
nposigHa posb Ha/NeXUTb €KOHOMIYHUM dakTopam
MaKPOEKOHOMI4YHOrO MOXOAXeHHA. BBakaemo, WO BNAMB LMX
dakTopiB Ma€e AK AKIACHWIA, TaK i KiNbKicHWIA xapakTep Ta MoXxe
BYTH KiZIbKICHO BUPaKeHUi.

4.3. Mogenb KinbkicHOi ouiHkM daKTopiB
BM/IMBY Ha AKICTb ynpaB/AiHHA Aeb6iTopcbKolo
3aboprosaHicTio

daKkTopu  pisHMX piBHiB, WO BMN/AMBaOTbL Ha PpiBeHb

AebiTopcbKoi 3aboproBaHocTi, Ta 6asyrouMcb Ha Tesi, L0
BM/IMB O3Ha4YeHUX (PaKTOPIB MOXHa Ki/IbKiCHO OLiHWTK, aBTOpamu
£AHOro A0C/iAXKeHHA 3anponoHOBaHO Ta rpadiyHo BigobpaxkeHo
MOZe/b Ki/IbKiCHOI OLiHKM PaKTopiB BMN/AMBY Ha AKICTb ynpas/iHHA
AebiTopcbkoto  3aboproBaHicTIO MigNpUMEMCTB ONTOBOI  TOPriBAI
(puc. A.1).

: PaxoByloUM MOKas3HWKK PiHAHCOBOI CTIMKOCTI Ta geTasizoBaHi

Po3pobneHa mopgens -  gBopiBHeBa. [pu3HayeHHA  Ljel
MaTeMaTUYHOI MOoAeni — OnuCyBaTW B3AEMOAII0 BCIX rpyn
¢dakTopiB. Meplumit piBeHb BigoOpakae 3B’A30K cTaHy OOproBux
BiIAHOCHH MiX nignpuemcTBamMmu i pakTOpPiB MaKpocepesoBuLLA, AKI
1oro obymoBAoOTb. [lpyruii piBeHb Bigobpakae 3B’A30K AKOCTI
AebiTopcbKoi 3aboproBaHOCTi OKpeMoro nignpuemcTaa i pakTopis
MikpocepeaoBULLA. MTOKasHWKK PpaKTOpiB MaKPOPIBHA OTPUMYIOTb
i3 OILiMHUX CTAaTUCTUYHMX /Kepes; MOKasHWKKM  (daKTopis
MiKpOPiBHA PO3PaxoBYyOTb 3a 06/1IKOBUMM faHUMMU NigNPUEMCTB.

5. BUCHOBKM

Hazi3 i nepenik GpakTopiB BN/NBY Ha AMHAMIKY Ta CTPYKTYpHI

3MiHM  AebiTopcbKoi  3aboproBaHOCTi  3ampornoHOBaHO

3gificHIOBaTH,  3Ba)atouM  Ha  AKicTb  gebitopcbKol
3aboproBaHocTi 3a poboT, TOBapu, MoCAyru. BusHayeHi
MOKa3HUKMU OCHOBHMX (aKTOpiB BM/IMBY Ha AgMHaMiKy Ta AKiCTb
aebiTopcbkoi 3a6oproBaHoCTi. [TOKa3HMKOM AKOCTI BBaXKa€TbCA
YacTKa NpocTpoyeHux HopriB y 3arasibHOMy 06cA3i AebiTopcbKol
3aboproBaHoCTi NigNpUeEMcTBa.

dakTopy BN/AMBY Ha AuMHamiky i AKicTb  gebiTopcbKol
3ab60proBaHOCTi HAyKOBO OOFPYHTOBAHO | 3anpoOrNoOHOBAHO
pO3r1A4aTh Ha MIKpPO- Ta MakpoOpiBHAX. YAOCKOHA/NEHO cuCTemy
daKTOpiB, A€ ro/0BHA PO/Ib Ha/NEXUTb eKOHOMIYHUM (aKTopam.
3aBAAKM HeBegeHilt ABOPIBHEBIM MaTeMaTuyHii Mogeni X Bn/avB
MOXHa OLiHUTH Ki/IbKiCHO.

Mponosuuii, BUKAageHi y pobOTi, MOXyTb OyTM 3acTOCOBaHi
BUPOGHUYMMM  MigNPUEMCTBAMM Ta MigNPUEMCTBaAMKU  ONTOBOT
TopriBni B npoueci GOpMyBaHHA  MOAITMKM  ynpaBAiHHA
AebiTopcbKoto 3abopro.aHicTio.

6. ®iHaHCcyBaHHA

e AOC/NiAMKEeHHA He OTPUMaZno KOHKPEeTHOI ¢iHaHCOBOT
NiATPUMKMN.

7. KoHKypytoui iHTepecu

BTOPU 3aAB/AOTD, WO Yy HUX HEMA€E KOHKYPYIO4YnX iHTepeCiB.
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AoaaTtok A: Moge b Ki/IbKiCHOT OLiHKK

I. MogentoBaHHA BNAMBY pakTOpiB Makpo- Ta MiKpocepeaoBuLLa
Ha AKiCTb gebiTopcbKoi 3aboproBaHoCTi

Bu3Ha4yeHHA i oujiHKka pakTopiB BNAMBY Makpo- Ta
MiKpocepeaoBHLLa Ha AKICTb AebiTopcbKoi
3aboproBaHoOCTI

¥

Mobyposa moaeni
Dm=f(X1... Xn)

v

Mobyposa moaeni
Dg=f (Dm, My ... mp)

1
—p! 1. A. TIOTOYHMIM KOHTPO/Ib

®aKTUYHWIA piBeHb Dg (Dq¢.)

MoKasHUKK Dm, My ... M

Mporxo3ysaHHA piBHA Dg (Dgnp.)

v

CniBcTaB/IeHHA 3Ha4eHb Dq¢. Ta Dgnp

IIl. KopurysaHHA B3aEMOZ|i 3 KOHTpareHTamm

Dqnp. Dgnp.
< Dgg¢. > Dgg.

MeToau KopUryBaHHsA

CucTema 3HUKOK, ITPadHi caHKL,i, cnocobu noralueHHA
aebitTopcbroi 3a6oprosaHocTi (43)

v

MapameTpu KopuryBaHHsa

CTpoku noratueHHA /13

O6c¢Ar peanisauii ToBapy

MoKa3HWKKM GiHaHCOBOrO CTaHy
K n.n, Koso, Kos«, Rp

v

AHani3 piHaHCOBOro cTaHy nignpUeMCTBa Ha
MOMEHT NPOrHO3yBaHHA

v

OuiHKa BN/AnBY 3MiH MapameTpiB KpeaUTyBaHHA
Ha $iHaHCOBWMI CTaH nignpuemMcTaa

1
11. B. MOTOYHUIA KOHTPO/Ib <
p 1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

v

— PilweHHA npo npogoBXkeHHA abo npunuHeHHA peasisauii ToBapy nepesegeHHs /3 A0 KaTeropii 6esHagiiHol

Dq - AKicTb Ae6iTOpCbKOT 3a60proBaHOCTi; Dm — MOKa3HWUK CTaHy 6OProBuX BigHOCKMH MiX NigNpUeEMCTBamMK YKpaiHu;
K n. n - koediuieHT NOTOYHOI /iKBigHOCTI; Kosp — KoedillieHT 060poTHOCTI AebiTopcbKoi 3aboproBaHOCTi 3a TOBapw;
Kos k- KoediLieHT 060pOTHOCTI KpegMTOPCbKOI 3aboproBaHOCTI 3a TOBapH; Rp — NpuOYTKOBICTb KpeaUTHMX onepaLiiit.

PucyHOK A.1: MOge/Ib Ki/IbKiCHOT OLiHKM GaKkTopiB Br/MBY Ha AKICTb YNPaB/liHHA 4e6iTOPCbKO 3a60proBaHicTIo NigNPUEMCTB ONTOBOI TOPriB/Ai®

*fmepeno: po3pob/eHO aBTOpaMu.
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Bnaue ¢iHaHCyBaHHA iHPpaCcTpPyKTypHU
Ha ¢$iHAHCOBY CTilKiCTb NOCTA4Ya/IbHUKIB
nocAyr 3 BOAONnocTavyaHHA B KeHii

Kpicmin Masis 104iyc,
Tumomi XpucniHyc Okeu'

tMincHapodHuli yHisepcumem CLLUA 8 Appuy,
Halipobi, KeHis

MeTa po60Tu. BcTaHOBWTY BN/MB iHaHCYyBaHHA iHGPACTPyKTypu
Ha diHaHCOBY CTiMKICTb MOCTa4Ya/IbHUKIB BogHUX nocayr (MBM)
y Kewii.

Aunsaiti/MeTog/MaaH  goc/igKeHHA. 3acTocoBaHo  dinocodito
nparmMaTU4HUX AOCAIAMKEHb | TMOACHIOBa/ZbHE MOCAIAOBHE
3MillaHe MPOEeKTYBaHHA, WO Hali/eHi Ha KepiBHWKIB BULLOro
piBHA cepes BiciMaecATM BOCbMM 3apeecTpoBaHux [1BI1 y
Kenil. [snA  360py  KiZIbKICHUX  AaHMX  3aCTOCOBAHO
CTPYKTYpPOBaHUIA ONMWUTYBA/IbHUK, AAA 360pYy AKICHUX AaHKX Big,
KAo4oBUX iHPopmaTopiB npoBegeHo cnisbecian. AHanis
AaHUX TPOBEAEHO Ha OCHOBi onucoBoi Ta iHpepeHLinHOT
CTaTUCTVKM; XapaKTep i po3Mip B3aEMO3B'A3KY nepeBipeHo 3a
AOMOMOrOl0  KOpe/ALiMHOro Ta  perpeciiHoro aHasnisy,
pesy/nbTaTv NpeacTaB/ieHi y BUraaai Tabavub Ta rpadikis.

PesysabTat  gocnigkeHHA. [lpoBeseHuit  aHani3  A03BO/AE
CTBepAXyBaTH, WO ¢iHaHCyBaHHA iHPPACTPYKTYpU Mae
MO3UTMBHUI Ta CTaTUCTUYHO 3HaYyLUMi BM/MB Ha QiHAaHCOBY
cTinkicTb MBI y Kerii.

TeopeTuyHe 3HaYe€HHA AOC/igKEHHA. [0C/igXeHHAM A0BeseHO,
Wwo  ¢iHaHCyBaHHA  [HPPACTPYKTYpU Ma€E  CTAaTUCTUHHO
3HauyLMii BN/AMB Ha ¢iHaHCcoBY cTiliKicTb MBI B KeHii.

MpaKkTUYHe 3HaYeHHA AOC/iAXKeHHA. bepyyn A0 yBaru BUCHOBKM,
HaLlioHa/IbHOMY ypAgYy PeKoMeHa0BaHO 3abesne4nTu npouec,
wo6 BCi nponosuyii wWoaAo ¢iHaHCYBaHHA OXOM/OBaN0
HacKpi3He diHaHCyBaHHA, @ TAaKOX 36i/blUEHHA MigK/AYEHHA
A0 «OCTaHHbOI MuW/i» 4epe3 HauioHasbHy cKapbHuuto Ta
areHLito 3 pO3BUTKY BOAHUX POBIT.

CoujiabHe  3HAYeHHA  AOC/iAXEHHA. BusHayeHo noTtpeby
MinicTepctBa BOaM, caHiTapii Ta 3poweHHs (MWSI) B
po3LIMpeHHi cniBrnpayi 3 K/AYOBUMM CTEMKXO/4epamu 3

METOI0 BWMKOPWUCTAHHA MICLLeBUX PpecypciB i rpaHTiB Ha
PO3BUTOK.
OpwriHanbHicTb/LiHHicTb/HayKkoBa HOBM3Ha AOCNiYKEHHSA.

BcTaHoBAeHO, WO ¢iHaHCyBaHHA iHPaCTPYKTYpHU iCTOTHO
BM/MBAaE Ha ¢iHAHCOBY CTiIMKiCTb MoOCTa4Ya/IbHUKIB nocayr
BOAOMOCTa4YaHHA B KeHii.

ObmexeHHA pocnigkerHs/MepcnekTuBM noAa/bLInX
Aocnigxenb. MOTPIBHO BMBYUTU MOX/MBICTL MapTHepCTBa 3
rpomMagamMu Ta HeypAgOBUMM OpraHisauifimu, OCKiZbKu Lel
CeKTOp Ma€ Be/IMKY 3ab0oproBaHicTb i He Moxe 0bcayrosyBaTh
NOTOYHUI KpeAUTHUI nopTdenb.

Tun cTatTi. EMRipuyHWii.

Knrovosi cnoea: diHaHcoBa cTiltkicTb; aediuut iHGpacTpykTypH;
BO/a; last mile connectivity; 3auikaBeHi croponu.

&

B/nsaHue puHaHCMPOBaAHUA UHPPACTPYKTYpHI
Ha PUHAHCOBYIO YCTOMYMBOCTb NOCTABLUKOB
yayr BogocHabxkeHus B KeHun

Kpucmun Masua l0nuyd,
Tumomu XpucnuHyc Okev'

tMexdyHapodHsili yHusepcumem CLUA e Adpuke,
Hatipobu, KeHus

Lesb  paboTbl.  YCTAHOBUTb  BAUAHME
MHOPACTPYKTYPSI Ha duHaHcoBYyO
NOCTaBLUMKOB BoAHbIX ycayr (MBY) B KeHuu.

Ausaitn/MeTtog/MAaH uccaegoBaHuA. Mcno/ib30BaHbl dunocodun
nparmaTu4eckmx nccneA0BaHuin " 06BbACHUTEIbHOE
noc/seaosaTe/lbHoe CMelLlaHHoe NpoeKTUpOBaHue,
Hale/ieHHble Ha PYKOBOAMTE/Ie BbICLIEro YPOBHA Cpeau
BOCbMMAECATU BOCbMU 3apernctpupoBaHHbix [BY B Kenuun.
Ana cbopa KO/IM4eCTBEHHbIX A@HHbIX npumeHeH
CTPYKTYPUPOBaHHbIA OMPOCHUK, A1 cHopa KavyeCTBEeHHbIX
fl@aHHbIX ~ OT  K/IOYeBbIX  MHPOPMATOpPOB  NPOBEAEHbI
cobecegoBaHMA. AHaAM3 faHHbIX MPOBOAM/ICA Ha OCHOBE
onucaTe/IbHOW U MHPEPEHLMOHHOM CTAaTUCTUKM; XapaKTep U
pasmep B3aUMOCBA3U npoBepAnca C NOMOLLBIO
KOppe/ALMOHHONO M PEerpeccMoHHOro aHa/ius3a, TorAa Kak
pe3y/bTaTbl NpeACTaB/eHbl B BUAE TabauL, 1 rpaduKoB.

Pesy/bTaTbl ucc/iegoBaHUA: [1pOBeseHHbIM aHa/sM3 no3soafeT
yTBEpX/AaTb, YTO (PUHAHCMPOBaHUE MHPPACTPYKTYypbl MMeeT
NO/IOXMTE/IbHOE M CTAaTUCTUYECKM 3HAYMMOe B/MUAHME Ha
¢$UHaHCOBYIO ycTOMYMBOCTL MBY B KeHuu.

TeopeTnyeckoe 3HavyeHue uccaegoBaHua. [lOKasaHo, 4YTO
¢$uHaHcoBas yctonumBocTb [IBY B KeHuM cyliecTBeHHO
33aBMCUT OT PUHAHCUPOBAHUA UHPPACTPYKTYPbI.

MpakTnyecKkoe 3HaYeHUe UCCNeAOBaHUA. YYUTbIBAA pe3y/bTaTbl
nccieAo0BaHms, HaLMOHa/IbHOMY NpaBUTENbCTBY
pekomeHgyeTcAa  obecneunTb  npouecc,  4TO6bl  BCe
npea/IoxKeHna no (UHaHCMPOBAHUIO OXBaTblBa/ZI0 CKBO3HOE
bUHAHCMPOBaHMA, a TaKXKe YBe/MYEHWE MOAK/IOHEHUA K
«noc/seAHen Muan» Yepes HaluoHa/bHYO KasHy M areHTcTBa
N0 PasBUTUIO MNAPOTEXHUHECKMX COOPYKEHUI.

Couma/ibHOe 3HaYeHue ucciegoBanmda. OnpegeneHa noTpebHOCTb
MuHUCTepcTBa BOAbl, CaHuTapuu M opoluenuns (MWSI) B
paclUMpeHnn COTPYAHUYECTBA C KA0YEBbIMU CTEMKXO0NA4epamu
C Le/bl0 UCMO/Ib30BaHNA MECTHbIX PEeCypCcoB W FPaHTOB Ha
passuTume.

OpuruHaabHocTb/LieHHOoCTb/HayyHass HOBM3HA MCC/€[0BaHUs.
UccnegoBaHme genaeT yHUKa/bHbIA BKAad, YCTaHOBMB, YTO
¢$uHaHpoBaHMe MHPPACTPYKTYPbI CYLLECTBEHHO BAMAET Ha
¢$uHaHcoBYIO yCTOMYMBOCTb NOCTaBLLMKOB yenyr
BO/,0CHabxeHuna B Kenuu.

OpurMHaabHOCTb/LleHHOCTb/HayyHasd HOBM3Ha
HeobxoanMo  M3y4nTb  BO3MOMHOCTM  MapTHepcTBa C
obWMHaMM M HenpaBWUTE/IbCTBEHHbIMW  OPraHU3aLMAMMU,
MOCKO/IbKY 3TOT CEKTOP MMeeT HO/IbLLYIO 33/,0/1KEeHHOCTb U He
MOMeT 0B6C/YKMBATb TEKYLLMIA KpeAUTHbIN nopTdeb.

$rHaHCMpOBaHMA
YCTOMYMBOCTb

uccaeaoBaHus.

Tun cTaTbu. SMNUPUYECKUIA.

Kawouesvle  cnoea:  puHaHcoBanA

MH(PaCTPYKTYpbI; BOAQ;
3aUHTEpeCcOBaHHble CTOPOHbI.

YCTOMYMBOCTb;
last mile

aebuuymnt
connectivity;
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1. Introduction

in the industrial and commercial sectors as well as a major

contributor to economic development (Montgomery,
Bartram, & Elimelech, 2009; Chitonge, 2010; Tsitsifli et al., 2017). It is
also considered a source of life for all living things, it is a medium
of transport, a key input in agricultural production, a solvent and a
temperature regulator (Aung, Jiang, & He, 2018; Martinez-
ferndndez, Neto, Herndndez-Mora, Del Mora, & La Roca, 2020). This
recognition contributed towards the push for efficiency, public
participation, accountability and financial stewardship in the
provision of water (Langford, 2005; Means, Ospina, & Patrick,
2005). In the process, water was eventually important under the
UN Millennium Development Goals (MDGs) with the objective of
reducing by half the population without access to water and basic
sanitation (Hering et al., 2015; Lester & Rhiney, 2018). The focus was
turned towards increased investment in the sector aimed at
improving access to water across the globe (UNICEF & World
Health Organization, 2015).

:: lobally, water is considered a basic human right, a key input

Under the Sustainable Development Goals (SDGs), economies,
sought to track the broader aspects of water service provision
including access, quality, efficiency, integrated management,
transboundary cooperation and public participation (Ait-Kadi,
2016). The SDGs also put more emphasis on financial sustainability
in the provision of the various aspects of water (Satterthwaite,
2016). The need for sustainability, emanated from the fact that,
some countries reported regressive access rates as of the end-
term review of MDGs (Satterthwaite, 2016).

As a result, within the SDG, the economies under SDG 6,
committed towards addressing accessibility and sustainability of
water management for all by the year 2030 as provided for under
the sustainable development goal number six (Satterthwaite,
2016; Alaerts, 2019). Despite the commitment to increase global
access to water and sanitation, the access rates in Kenya have
remained very low, 59% and 17% and with annual growth rates of
0.9% and 0.2% for water and sewerage respectively (WASREB,
2020). Fig. 1 shows the water and sewerage coverage over the
period.
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Figure 1: Water and Sewerage coverage, 2009-2019, %*

“Source: compiled by the author based on WASREB (2020).

Financial sustainability in water service provision is not only
important in ensuring universal access to water, but also a major
consideration by development partners interested in financing
the sector (Schwartz, Tutusaus, & Savelli, 2017). The level of
operation and management (O&M) cost recovery is an input in
the assessment for credit worthiness of water service providers,
while high levels of O&M cost coverage enables WSPs to have
some retained earnings which can be utilized for extension and
continuity of services provision (Mitlin & Walnycki, 2019). The need
for realization of financial sustainability partly contributed
towards the global move to commercialize water service
provision in addition to realizing increasing access and equity in
the 1990s (Rusca & Schwartz, 2017). The success of the push for
financial sustainability through commercialization of water service
provision is, however, yet to be ascertained because utilities
across the globe continue to report a declining trend in O&M cost
coverage (Van den Berg & Danilenko, 2011). In a study by the World
Bank to establish the performance levels for water and waste
water utilities across the world, it was established that the global
O&M cost coverage declined from 1.1 in 2000 to of 1.05 in 2008
(VAN den Berg & Danilenko, 2011). Similarly, O&M cost coverage in
Sub-Saharan Africa declined from 1.26 in 1995 to 1.16 in 2009
(Marson & Savin, 2015).

In Europe, a study covering 162 utilities across 4 countries
established that the O&M cost coverage declined from 0.74 in
2007 to0 0.66 in 2011 (Tsagkaraki et al., 2014). In Asia, a study by the
Asian Development Bank (ADB) found out that cost recovery
declined from 1.03 in 1995 to 0.89 in 2001 (Asian Development
Bank, 2004). The study covered 50 utilities in 34 ADB member
countries (Asian Development Bank, 2004). In addition to the
declining financial sustainability trends, none of the countries has
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consistently attained the acceptable O&M cost coverage
benchmarks which varies from 1.30 to 2.00 depending on the
reference geographical area (Marson & Savin, 2015). In Kenya, the
need to ensure sustainability of the water sector was initiated in
the late 1990s by the government (Van de Loo, 2011). In the
Sessional paper no. 1 of 1999, lack of attainment of full recovery
by water utilities across the country was identified as a major
setback to attainment of the MDGs (GoK, 1999). In the document,
various challenges were identified including overreliance on
public financing for operation and maintenance, fragmented
management of the water schemes across the country, lack of a
clear legal framework. Others were inadequate resources for
network expansion and rehabilitation, cost insensitive tariffs, and
uneven water resource distribution (Gok, 1999). The government
proposed four key solutions including water resource
conservation, supply of adequate quantities of good quality water
and safe disposal of waste water, establishment of effective and
efficient institutional framework, development of sound and
sustainable financing mechanisms for the sector (GokK, 1999).

This was finally actioned through formulation and
operationalization of the Kenya’s Water Act 2002 (Schwartz et al.,
2017). In the Act, the government provided the legal framework
necessary for the implementation of the strategies laid down
under the sessional paper no. 1 of 1999 (Rampad, 2011). Institutional
framework was created that separated policy, regulation,
resource management and water service provision in order to
foster financial sustainability of the sector (Schwartz et al., 2017).
The Act became operational in March 2003 and the regulator
started tracking the performance of the Water Service Providers
(WSPs) from 2005/2006 financial year. Among the parameters
that were tracked was the level of Operation and Management
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(O&M) cost recovery as a key parameter for the financial
sustainability. A WSP is assumed to have attained the financial
sustainability once 150% O&M cost coverage is attained. Since its
implementation, it is estimated that 99% of the WSPs in Kenya are
yet to attain the set full cost recovery (FCR) level of 150% of O&M
cost coverage (WASREB, 2018).

Inability to realize sustainability could be attributed to high levels
of inefficiency, sub-optimal water pricing, overreliance on
subsidies, failure to implement current technology in the
management of water and low water coverage. For instance,
according to the EWFD (2000), financial sustainability is influenced
by pricing, efficiency, investment financing, asset management,
subsidies, implementation of the right policies and public
participation. This notwithstanding, however, there is limited
current, empirical and domesticated research linking
infrastructure financing to financial sustainability of WSPs. For
instance, although governments have increased infrastructure
financing to the water sector, it is worrying that the infrastructure
financing gap continues to grow (Wu, 2011; Unnerstall & Messner,
2015).

A few studies exist in terms of infrastructure financing, however,
they focus on affordability at household level (Montgomery et al.,
2009). The few that have explored on infrastructure financing and
financial sustainability at WSP level, only sought to quantify the
financing gap (Vucijak, Pasic¢, & Bijelonja, 2018). Kenya’s Vision 2030
envisages attainment of 100% coverage by the year 2030 and the
estimated cost of the required new investment is Kshs 100 Billion
annually against an available budget of Kshs 40 Billion annually
(WASREB, 2019). Whereas investments in the sector have been
envisaged, the issues of how sustainability will be realized in order
to assure realization and continuity in the realization of the policy
pronouncements, remain silent. There was therefore need to
undertake a study aimed at establishing the influence of
infrastructure financing on the financial sustainability of WSPs to
inform policy discourse, debate and dialogue.

2. Theoretical background

continues to be a common problem for the sector primarily

due to insufficient financing for new asset development and
also to rehabilitate ageing ones (Ruiters, 2013; Bhattacharya et al.,
2012). Given the long repayment period and the low
creditworthiness of water companies, the bigger financing for
water and waste water assets continue to be from government
budgets and to some extent concessional loans and grants
(Alaerts, 2019). Despite the rising budgetary contributions from
governments, the impact of such financing is minimal because the
actual financial requirement is close to 500% of the current
provision (Alaerts, 2019). This calls for diversification on the
sources of financing and also for improvement of the WSP
revenue earning capabilities to enable self-financing of
infrastructure (Alaerts, 2019). Owing to the growing need for
water infrastructure development and renewal, several studies
have been undertaken in this area.

:: ack of universal coverage for water and sanitation assets

A global review that sought to find out the main sources of water
infrastructure financing established that the choice of financing
was informed by options available, the cost of financing and the
credit rating (Alaerts, 2019). The study was undertaken using
secondary data covering the years from 1990 to 2015 and
projections for up to 2020. The results show that the richest
countries financed their infrastructure development through the
national budgetary provisions, while most developing countries
financed their water infrastructure development through debt.
Some rich countries like France, however, manage water through
concessions in partnership with private players; England and
Wales embraced full privatization while others like Philippines and
China employed public—private partnerships in selected cities.
Such arrangements are possible in rich economies because the
sector is able to earn and collect enough to sustain itself.

OO

Another major source of water financing in the developing
nations is multilateral and bilateral financing usually advanced
through the ministry of finance who then cushions the utilities
from risks. While the public water sector in the developed nations
has attracted commercial sector financing, it is still a rare
occurrence among the developing nations. The good credit rating
of public water utilities, stable markets, strong regulatory regime
and convincing proposals are cited to have contributed to the
attractiveness of public water utilities to commercial financing.
The poor credit rating results from the inability of the water
utilities to raise adequate funds to finance their operation and
maintenance costs and loan repayment. This study used
descriptive statistics due to the limitations presented by the
available data with only trends and proportions being established.
The study sought to explain the reason for the choice of financing
as opposed to the influence of the financing on financial
sustainability as is the case with the current study.

While some studies have been undertaken to find the motivation
for adopting certain water infrastructure financing options, some
studies undertaken on water infrastructure financing have sought
to establish the various financing options adopted by different
countries. In Japan, Shibuya, Herndndez-Sancho, & Molinos-Senante
(2014), sought to establish the status of water management
across the country, and found that for the years between 1991
and 2010, the Municipal Bond redemption formed more than 50%
for water service providers’ financing, followed by subsides by
local governments, subsidies by national government,
contribution from customer revenues, and other sources
respectively. This study was done through trend analysis and
using data obtained through the Japan Water Works Association
(JWWA) database. The study recommended that the tariff rates
should be enhanced so that it covers all the developmental and
asset renewal costs because of the continuously declining
subsidies from both levels of the government (Shibuya et al.,
2014). The inability to raise adequate financing which would cover
asset renewal costs was identified as a main cause of decreased
efficiency levels which led to reduced cost coverage hence poor
financial sustainability. This study failed to measure the size of
influence because only the association of variables could be
measured through trend analysis.

In West Virginian Municipalities, it was established that the
preference for grant financing was informed by the additional
loan repayment burden imposed on the water users in the case of
loan financing (Erfanian & Collins, 2018). The study was undertaken
to find out what informed water charges in West Virginia by
utilizing secondary data collected from reports and the analysis
was done using descriptive statistics and regression analysis. The
results of the study showed that debt financing caused an
increase in water charges by $2 for every 4,500 gallons which
informed the recommendation that the investment in water
infrastructure should be financed through grants as opposed to
loans. The preference for grant financing was motivated by the
desire to keep water prices at affordable levels (Erfanian & Collins,
2018). Since not all countries have embraced full cost recovery
pricing for water, this finding is considered applicable in the
countries which allow water charges to include loan repayment.
This study focused on the cost of access to water by customers
and thus failed to link infrastructure financing to financial
sustainability as is the case in the current one.

Similarly, a study undertaken in the United States to examine the
impact of pay-go and debt infrastructure financing on the
volatility of capital investment recommended the use of either of
the two sources as guided by the economic performance of the
country (Wang & Hou, 2009). The study reports that both cash-
financing and debtfinancing reduced capital expenditure
volatility. According to this study, many states borrowed heavily
in the 19th century in line with the Keynesian theory but defaulted
to pay (Wang & Hou, 2009). The study was undertaken using panel
data analysis, using a robust model to correct autocorrelation
while fixed effects were used to take care of unobservable
factors. The model regressed capital spending against the time
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with an assumption that expenditure is randomly distributed
around the trend line. The study recommended the use of more
internal financing (pay-go) for infrastructure financing under
normal circumstances and the use of debt during the economic
downturn. This study used secondary data to find the relationship
between infrastructure financing and financial sustainability while
the current study uses primary data.

In order to find the optimal financing model for water
infrastructure in South Africa, Ruiters (2013) undertook a study
which identified several management challenges that led to water
infrastructure investment gaps including: the economic feasibility
of water infrastructure, lack of proper strategic planning,
incomprehensive financing and economic analysis and sub-
optimal pricing policies (Ruiters, 2013). The study was undertaken
through surveys, interviews, review of reports, observations,
focus group discussions and case studies. In South Africa, water
infrastructure is majorly financed by the government grants as
water pricing has continued to be charged either at or below
marginal cost of supply and the deficit is covered by tax revenues
(Ruiters, 2013). Although the country had other existing
infrastructure financing options including: government through
revenue fund, infrastructure grants (municipal and regional) and
through water pricing; the study recommended the use of
alternative financing models including: financial markets, public-
private partnerships (PPPs), private sector markets, demand risk
funding model and by approaching water infrastructure funding
institutions  (Ruiters, 2013). This study concentrated in
identification of infrastructure financing gaps as opposed to
assessing the influence of the financing on financial sustainability.

A follow-up study in South Africa revealed that the infrastructure
development in south Africa was majorly financed though: water
charges, guaranteed loans, government grants and donor grants
(Ruiters & Matji, 2015). In the study which was done to offer a
solution to the growing infrastructure financing gap. The data for
this study was collected by using surveys, interviews, document
review, observations, focus group discussions and case studies
with a sample of 46 participants drawn from different institutions
including: The National Treasury, water management institutions,
Funding agencies, local government and municipalities. The
analysis was undertaken by way of a scenario analysis with
models considering different infrastructure financing mix.
According to this study, South Africa’s annual depreciation was
estimated at R160 million, while the financing gap stood at R600
billion with an estimated resource infrastructure development
cost of R66.3 billion. The deficit was attributed to: the inability of
the Department of Water Affairs to raise commercial funding,
inadequate maintenance of the existing infrastructure, and lack of
implementation cost reflective tariffs, lack of integrated water
management and being public sector driven there is a poor
customer focus, and inability to retain appropriate skills. This
study focused only on establishing the different financing model
and its impact on the access to water without linking the
financing models to the WSP’s financial sustainability.

Unlike other countries which face an ever-growing water
infrastructure financing gap, China is one of the countries that has
managed to cover the infrastructure deficit (Wang, Zhang, Zhang,
& Zhao, 2011). The results of a study undertaken to examine the
impact of using unconventional water infrastructure financing in
China, showed that such models led to revenue volatility for
water utilities. The data used for the study was collected through
a contextual review of the Chinese institutions and policies on
urban infrastructure financing, and through interviewing relevant
government officials; and analyzed using descriptive statistics
inform of percentages. According to this study, there are two
main financing sources: internal and external. Internal sources
comprise of taxes, user charges and fees while external sources
comprise of loans and grants. However, the government can
transfer the burden on such investments by the use of Public
Private Partnership (PPP) arrangements. Of the total financing
the government sources funded up to 34%, water charges and
fees accounted for about 2% of infrastructure financing while off-

O

budget funding financed up to 58 % by year 2007. Even though
other sources take up the highest infrastructure financing budget,
they are volatile and therefore affect the revenue stability aspect
of financial sustainability (Wang et al., 2011). The study focused on
a review of the infrastructure financing based on secondary data
which was analyzed using percentages unlike the current one
which uses primary data analyzed using the descriptive and
regression analysis. It also fails to link the infrastructure financing
options to financial sustainability as is the case in the current
study.

A global comparative study undertaken with an aim of
establishing an acceptable leverage level for water utilities
recommended a debt ratio of between 0.4 to 0.6 (Hassanein &
Khalifa, 2007). The study was undertaken using ratio analysis
including: current ratio, asset turnover, debt to equity ratio,
return on sales, return on equity, and working ratio for water
drawn from the USA, the UK, Egypt, Africa, South East Asia and
Latin America (Hassanein & Khalifa, 2007). The results of the study
on leverage levels were that, in the USA the debt-to-equity ratio
amongst public utilities was found to be 0.58 and 0.71 for water
only utilities and water and sewer utilities respectively, while for
water only private utilities it was 1.2; in the UK the ratio amongst
private water utilities was 0.49 and 0.67 for water only utilities
and water and sewer utilities respectively. In Africa, for water
only utilities the debt to ratio was 0.87, south East Asia had 0.09
and 0.51 for water only utilities and water and sewer utilities
respectively. In Latin America, for water and sewer the ratio was
0.47 while in Egypt the debt-to-equity ratios were 0.85 and 0.31
for water only utilities and water and sewer utilities respectively.
The recommended ratio is 0.4-0.6 indicating the high dependence
on loan financing. Water and sewer utilities in the USA had a
higher debt to equity ratio of 0.71. The inability to get data
relating to similar reporting periods across the globe resulted in
the analysis being undertaken on a non-uniform period; the
inconsistency of the periods under investigation might have
resulted in some discrepancies. Additionally, the study used the
ratio analysis with the information drawn from financial
statements; it is therefore prone to the weaknesses linked with
the use of accounting estimates in financial reporting. It also fails
to use sector-specific measures for the various variables under
study as used in the current study.

In Ghana, a study on infrastructure financing established that
water and sanitation infrastructure is majorly financed through
user water charges through the establishment of a reserve fund
which was set up in 1994 (Badu, Edwards, Owusu-Manu, & Brown,
2012). The data was collected through the use of structured
interviews and a questionnaire given to infrastructure
development agencies; the data was factor analyzed for reliability
while the nature of relationships was determined using the mean
and standard deviation (Badu et al., 2012). The financing model
was found to be such that revolving fund amounts were invested
in both treasury bills and high interest earning investments (Badu
et al., 2012). Water price in Ghana was based on full cost recovery
covering asset renewal, loans provisions and administrative costs.
The study established that the water sector in Ghana was able to
consistently raise adequate funds for the infrastructure
development (Badu et al., 2012). The implementation of the full
cost pricing was, however, accompanied by the rebates of up to
5% to cushion water users who are not able to pay (Badu et dl.,
2012). The results of this study support the use of own revenue
generation in ensuring the revenue stability aspect of financial
sustainability of water utilities. Compared to the current study,
this study only shows relationships and fails to link infrastructure
financing to cost recovery of water service providers.

In trying to establish the linkage between cost recovery and
access to water, Marson and Savin (2015) undertook a study
covering 225 urban centers in Africa. The data used from this
study was obtained from IBNET and national reports; the analysis
was undertaken through both ratio and panel data analysis using
data ranging from 1995-2012, with data collected relating to 22
countries. The study hypothesized three possible relationships
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between cost recovery and investment financing: high-cost
recovery provides is own revenue for investment financing, it
provides adequate support from grants and fiscal support, and
finally it enables utilities to quickly meet the conditions precedent
to grant and loan financing from donors. The results advocated
to incorporation of the tariffs, taxes, and transfers otherwise
known as 3T-infrastructure financing framework to enable
financial sustainability (Marson & Savin, 2015). The study failed to
provide an optimal mix of the 3Ts; it failed to show the influence
of infrastructure financing on financial sustainability. Compared to
the current study, this study used secondary data; it concentrated
on urban centers neglecting the rural areas because of the
possible lack of information and coverage while the current study
used primary data collected from senior management for the
WSPs across the country.

On community water project financing, a study undertaken in
Tamil Nadu, India to find out how communities financed Rural
water supply, established that the revenue raised by the
community water supplies was inadequate to cover the operation
and maintenance costs; there were no funds to extend the
services and to rehabilitate an ageing infrastructure (Ramesh,
2016). The study interviewed a total of 255 water customers
spread across 17 villages as a source of primary data. It also
reviewed existing financial records in its attempt to establish the
adequacy of the income generated from service provision to
finance operation and maintenance costs. Revenue variability was
examined to assess if the revenue earned was either equal or
greater than the budgeted amounts; the results showed that the
actual revenue was lower than the budgeted amounts across all
the villages under study (Ramesh, 2016). Whilst, the villages never
achieved their revenue targets, their costs remained within the
budget which impaired their cost recovery and their ability to
finance infrastructure development for a majority of them
(Ramesh, 2016). This study focused on the rural water supplies and
incorporated water users in the survey while the current one
focused on water utilities. In a study that sought to find out
whether the Kenya’s legal framework created an enabling
environment for infrastructure financing, it was established there
was need to explore innovative sources of financing like PPPs,
concessions and (Mureithi, Luwesi, Mutiso, Férch, & Nkpeebo,
2018). The study used the trend analysis of the infrastructure
financing in use by the sector, together with the financing need
identification for all the entities in the sector and review of the
legal framework while the results were presented using charts
(Mureithi et al., 2018). This study failed to link the influence of
infrastructure financing to financial sustainability because it
concentrated on establishing the gap and linking it to the legal
framework. In Kenya, Mburung’a (2018) undertook a study to
assess the possible influence of capital structure on the
sustainability of community water projects in Kieni constituency.
The results showed that the source of infrastructure financing
affects the sustainability of the water projects (Mburung’a, 2018).
The data was collected through questionnaires, interviews and
observations from a sample size of 466 respondents distributed
as follows: 382 community water project beneficiaries, 73
community water project chairmen, two district water officers
and 9 bank managers. The data was analyzed using analysis of
variance (ANOVA) and linear regression. It was established that
there was a positive relationship between equity and internally
generated revenue while there was a negative relationship
between grant financing and the sustainability of the community
water projects (Mburung’a, 2018). This study has limited
geographical and institutional scope whereby it is limited to just a
single constituency and to community water projects which are
privately managed with minimal regulation, this may limit the
ability to generalize the findings especially among regulated
WSPs. Compared to the current study, it had a limited
geographical scope, a constituency, and also targeted water users
for the survey unlike the current which targets the water utilities
spread across the country.A lot of studies have concentrated on
identification of the financing gaps facing water utilities and also
their current indebtedness (Hassanein & Khalifa, 2007); others
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have concentrated on the effects of infrastructure financing on
the cost of water at house hold level (Ramesh, 2016); the few
studies which linked infrastructure financing and financial
sustainability were done in other countries (Wang et al., 2011) or
had limited geographical scope (Mburung’a, 2018). Thus, there is
limited research linking the infrastructure financing and financial
sustainability of WSPs in Kenya.

3. Problem statement and Hypothesis

infrastructure financing on financial sustainability of water

:: he purpose of this study is to establish the influence of
service providers (WSPs) in Kenya.

Hence the hypothesis that:

Ho: Infrastructure financing has no influence on the financial
sustainability of water service providers in Kenya.

4. Methodology and data sources of
research

researcher was interested in providing empirical based

solutions to the financial sustainability concerns among the
water service providers in Kenya (Parvaiz, Mufti, & Wahab, 2016).
The study used mixed methods of data collection whereby
quantitative data was collected from WSPs and qualitative data
was collected from the water services regulator, water works
development agencies and from the policy makers (Creswell,
2014). An explanatory sequential mixed design was used whereby;
quantitative data was collected and analyzed, followed by
qualitative data collection and analysis (Creswell, 2014). A mixed
research design has been extolled for its ability to tap into the
strengths of both the qualitative and quantitative data resulting in
a better study (Creswell, 2014). It enables an in-depth
understanding of the phenomenon being studied (Leavy, 2017).

:: his study was anchored on pragmatism philosophy since the

The target population for the quantitative data comprised of the
seven senior managers from each of the eighty-eight registered
WSPs, the specific respondents were as presented by Tab. 1:

Table 1: The Sample Size for Quantitative Data

Job Title Sample size
1. Managing Directors 88
2. Manager, Finance and Accounts 88
3. Manager, Commercial Department 88
4. Manager, Technical Department 88
Total 352

*Source: compiled by the authors.

The respondents were identified through multi-stage sampling
whereby census sampling was used to identify the WSPs followed
by purposive sampling to identify the managers responsible for
the variables under study. The target population for the
qualitative data comprised of the CEOs from WASREB
representing the regulator and all water works development
agencies (WWDA:s) as the sector asset developers. The Principal
Secretary and/or Water Secretary from the Ministry of Water,
Sanitation and Irrigation (MWSI) were the policy makers.
Purposive sampling was used to identify one participant from
each of the participating organization category. The quantitative
data was obtained through self-administered structured
questionnaires, using the constructs developed from the Water
Service Provider Toolkit for Commercial Financing of the Water
and Sanitation Sector in Kenya and the Financial Sustainability
Rating Tool for Urban Water Systems (Hoffjan, Federico, Liserra, &
Miiller, 2014; World Bank Group, 2015); the qualitative data was
undertaken through interviews with industry experts drawn from
the MWSI, WASREB and WWDAs.
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The data collected was cleaned, coded and analyzed to obtain
both descriptive and inferential statistics. Descriptive statistics
included mean scores and standard deviation, charts, among
others. Inferential statistics included statistical tests (normality,
linearity, normality, correlation analysis), regression analysis and
analysis of variance (ANOVA) aimed at establishing the nature and
the magnitude of hypothesized relationships. In the regression
analysis, the relationship was considered statistically significant if
the P-value was < 0.05. Prior to undertaking inferential analysis,
diagnostic tests for normality, linearity and to rule out
heteroscedasticity and multicollinearity were done; while factor
analysis was done to establish the adequacy of the sample in
explaining the relationship.

5. Research results

5.1. Reliability, response rate and other

generalized tests
5.1.1. Reliability test

using a Cronbach’s alpha so as to demonstrate whether the

tests and scales constructed were fit for the research
purposes. According to Taber (2018), a Cronbach’s alpha of
between 0.45 and 0.98 is acceptable. Tab. 2 illustrates the
reliability results of the questionnaire.

:: he reliability of the structured questionnaire was measured

Table 2: Reliability Statistics”

Variable Cronbach’s Alpha N of Items Reliability
Ir)frast.ructure 0.836 20 Acceptable
financing

“Source: compiled by the authors.

The results in Tab. 1 indicate that the Cronbach Alpha was 0.836,
denoting the reliability of the questionnaire in relation to
infrastructure financing.

5.1.2. Response rate

:: he analysis of the response rate is presented in Tab. 3.

Table 3: Response Rate”

Response Rate Frequency Percentage
Returned 252 71.59
Not returned 100 28.41
Issued 352 100.00

*Source: compiled by the authors.

Out of 352 questionnaires that were administered to the
respondents, 252 of them were returned for the analysis which
translates to 71.59 percent return rate of the respondents. In
overall, the response rate was considered high and sufficient for
the study (Baruch & Holtom, 2008).

5.1.3. Job title of the respondents

the study. Tab. 4 provides a summary of positions of the

:: he department and job title of an employee was sought in
respondents.

The results in Tab. 4 show that the majority of the respondents
(79.4%) were from finance and accounts followed by commercial
managers (7.9%), managing directors (4.8%), technical managers
(1.6%), while the remaining 6.3%, did not specify the job titles.

OO

Table 4: Job Title of the Respondents™

Job Title Frequency Percentage
Finance Manager 200 794
Technical Manager 4 1.6
Managing Director 12 4.8
Commercial Manager 20 7.9
Job title not disclosed 16 6.3
Total 252 100

*Source: compiled by the authors.

These results indicate that the majority of the respondents in this
study were in senior management. It was therefore a considered
opinion that the respondents were able to articulate the issues
relating to the WSP financial sustainability.

5.1.4. Gender of the respondents

overall company’s performance on financial sustainability.

:: ender is assumed to influence decision making and thus
Fig. 2 presents the gender of the respondents.

Female; 24%

Male; 76%
Figure 2: Gender of the Respondents*

*Source: compiled by the authors.

The results in Fig. 2 show that majority of the respondents (76%)
were male, while 24% were female. This indicates that there are
more male compared to female involved in financial management
and decision making across the water service providers.

5.1.5. Education of the respondents

enabled the researcher to confirm if the respondents
understood the concepts that were being evaluated by the
tool. Tab. 5 gives the results of the respondents’ education level.

:: he level of education was important in this study because it

Table 5: Education of the Respondents”

Education Frequency Percentage
Certificate/Diploma 12 4.8
Degree 172 68.3
Masters 68 27.0
Total 252 100.0

*Source: compiled by the authors.

The results reveal that 95.3% of the respondents had Bachelor’s
degree and above, while 4.8 % had a Certificate/Diploma. It was
considered that majority of the respondents could understand the
concepts being evaluated thus increasing the reliability of their
responses (Tourangeau, Yan, & Sun, 2020).

5.1.6. Years worked in the company

respondents had worked for the particular water service

C he study sought to understand the length of time the
provider.
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The period is considered important because it is an indication of
how well the respondent understands the company. The
respondents’ length of time working in the firm is also associated
with knowledge and experience of the issues at hand and thus
helps in improving the overall company’s experience.

Fig. 3 gives a breakdown number of years the respondents had
served in the particular companies.

<1Year; 8%

6-10 Years;
16%

1-5 Years;
65%

Figure 3: Years worked in the company”

*Source: compiled by the authors.

In terms of years worked in the respective organization, 8% had
worked for less than one year, 65% worked for between one to
five years, while 16% and 11% had worked between six to 10 years,
and over ten years, respectively. Given the statistics, there is an
indication that the respondents had some understanding of the
operations of the company and could therefore be able to
provide necessary information on the subject matter.

5.1.7. Years worked in water sector

important in this study because it gives an indication of how
well one understands the sector. Fig. 4 gives the breakdown
of the years served in the sector:

C he respondents’ experience in the sector was found

<1Year; 2%

>10 Years;
14%

6-10 Years;
27%

1-5 Years;
57%

Figure 4: Years worked in water sector”

*Source: compiled by the authors.

The results indicate that the respondents had worked in the water
sector for less than one year (2%), between one to five years
(57%), between six to ten years (27%) and for over ten years (14%).
These results indicate a mix in terms of sectorial experiences
implying that their contributions on the various issues represent
the sectorial views.

5.1.8. Category of the company

service providers under study because that would be

considered an important aspect when determining the
financial sustainability of the company. The results were
presented by Fig. 5.

C his study sought to understand the category of the water

0

Small; 35%

Large; 38%

Medium;
16%

Figure 5: Category of the company”

*Source: compiled by the authors.

Fig. 5 shows that 34.9% of the respondents constituted small
WSPs, 15.9%, medium WSPs, while 38.1% and 11.1% were from large
and very large WSPs, respectively. The findings show adequate
representation for WSPs under the four categories. The
representation from the various categories is critical since it is
expected that their operational environment varies with the
company size.

5.1.8. Billable Service

various WSPs because diversity means more sources of

revenue which would be expected to enhance the financial
sustainability of the company. Tab. 6 presents the analysis of the
results.

:: he study sought to establish the services offered by the

Table 6: Billable service by the Company”

Billable service Frequency Percentage
Water only 84 33.3
Water and sanitation 28 1.1
Water, sanitation and sewerage 116 46.0
Water, sanitation and others 24 9.5
Total 252 100.0

*Source: compiled by the authors.

The results show (Tab. 6) that 33.3% of the respondents provided
water services only, 11.1% provided water and sanitation, 46%
provided water, sanitation and sewerage while 9.5% provided
water, sanitation and others (9.5%).

5.2. Descriptive statistics for infrastructure
financing and financial sustainability

influenced the financial sustainability of WSPs in Kenya, the

respondents were required to rate several statements based
on a five-point Likert scale, ranging from 1 (strongly disagree) to 5
(strongly agree).

:: o determine the extent to which infrastructure financing

Tab. 7 presents the results of the descriptive analysis tabulated in
percentages, means and standard deviations.

The average mean was 3.95 with a standard deviation of 0.984.
The statement with the highest mean was ‘Lack of infrastructure
development funds limits the company’s access to the benefits of
economies of scale’ (M=4.60, SD= 0.552).

The other statements got the following means and standard
deviations in a descending order: The revenue earned per year is
not adequate for all the annual planned investments (M=4.42,
SD=0.925); Given the competing needs, water infrastructure
financing receives less attention at the county government level
(M=4.26, SD=0.896).
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Table 7: Means and standard deviations for infrastructure financing and financial sustainability”

N Mean Sb
The revenue earned per year is not adequate for all the annual planned investments 252 4.42 0.925
Lack of infrastructure development funds limits the company’s access to the benefits of
. 252 4.60 0.552

economies of scale
Given the competing needs, water infrastructure financing receives less attention at the county - 26 0.806
government level > w €9
The prerequisite conditions for loan financing from development partners limits the WSP - 10
ability to access such funds for asset development > 379 049
The source of infrastructure financing affects the company’s ability to break-even 252 3.52 1.186
Most of the new infrastructure being developed in the company’s area of jurisdiction is funded

252 3.52 1.160
through the loans from development partners
Lack of water and sanitation infrastructure ownership documents limits the ability to access - o ;
loan financing > - A
Financing infrastructure development through loans impairs the financial sustainability of

252 3.60 1.069
WSPs
Partnerships like PPPs with beneficiary communities can greatly bridge the infrastructure - T 0.6
financing gap being experienced by WSPs > i 9K
On average, water infrastructure coverage has improved over the last 5 years 252 4.19 0.800
Average 252 3.95 0.984

“Source: compiled by the authors.

On average, water infrastructure coverage has improved over the
last 5 years (M=4.19, SD=0.800); Partnerships like PPPs with
beneficiary communities can greatly bridge the infrastructure
financing gap being experienced by WSPs (M=4.10, SD=0.654);
The prerequisite conditions for loan financing from development
partners limits the WSP ability to access such funds for asset
development (M=3.79, SD=1.049); Financing infrastructure
development through loans impairs the financial sustainability of
WSPs (M=3.60, SD=1.069); Most of the new infrastructure being
developed in the company’s area of jurisdiction is funded through
the loans from development partners (M=3.52, SD=1.160); The
source of infrastructure financing affects the company’s ability to
break-even (M=3.52, SD=1.186) and finally ‘Lack of water and
sanitation infrastructure ownership documents limits the ability
to access loan financing’ had the lowest score of (M=3.50,
SD=1.434).

5.3. Factor analysis for infrastructure financing
and financial sustainability

which were subjected to factor analysis in order to establish

their adequacy in the measurement of the relationship. The
factors are considered adequate if the KMO value>0.5. The results
are presented by Tab. 8.

:: nfrastructure Financing was measured using ten (10) items

Table 8: KMO and Bartlett's test for infrastructure financing”

KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of Sampling

Adequacy. 0.546
Al . Chi- .
Bartlett's Test pprox. Chi-Square 126.316
ici df 187
of Sphericity :
Sig. 0.000

“Source: compiled by the authors.

The KMO value for the factors under infrastructure financing was
0.546 and Bartlett’s test, x2=126.316, p=0.000. These results
confirmed the adequacy of the sample since KMO=0.546>0.5.

The study also carried out the Eigen values for the factors under
infrastructure financing. The findings are shown in Tab. 9.

The findings revealed that the first four factors accounted for
65.960% of the variance in infrastructure financing.

The results from the scree plot indicated that the 4 components
had Eigen values that were greater than 1. The results are shown
in Fig. 6.

&0

The findings support the total variance of explained results for
infrastructure financing which implies that each successive factor
accounts for smaller and smaller amounts of the total variance of
explained results for infrastructure financing. Similarly, the study
sought to find out the factor loadings for infrastructure financing.
The findings are shown in Tab. 10.

The results show that lack of water and sanitation infrastructure
ownership documents limits ability to access loan financing with
the highest factor loading of 0.884 while ‘revenue earned per
year seems not adequate for all the annual planned investments’
had the highest factor loading in the first component with 0.679.

5.4. Correlation analysis for financial
sustainability and infrastructure financing

association between infrastructure financing and financial

:: earson correlation was carried out to establish the
sustainability. Tab. 11 shows Pearson correlation (r=0.331).

This indicates a strong positive correlation between the
infrastructure financing and financial sustainability indicating a
positive association between the infrastructure financing and
financial sustainability of WSPs in Kenya.

5.5. Regression analysis for influence of
infrastructure  financing on  financial
sustainability

financial sustainability, a regression analysis was done. The

:: n order to establish the influence of water pricing on
results of the analysis are presented in Tab. 6-8.

5.5.1. Model summary results for infrastructure
financing and financial sustainability

financial sustainability is explained by variation in

C ab. 12 provides an R square of 0.11. This means that 11% of the
infrastructure financing.

5.5.2. ANOVA for infrastructure financing and
financial sustainability

infrastructure financing was a good predictor of the financial

C he analysis of variance was undertaken to establish if
sustainability among water service providers in Kenya.
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Table 9: Total variance explained for infrastructure financing”

Component™ Initial Eigenvalues Extraction Sums of Squared Loadings Rotation Sums of Squared Loadings
P Total % of Variance Cumulative % Total % of Variance Cumulative% Total % of Variance Cumulative %

1 2.221 22.211 22.211 2.221 22.211 22.211 1.990 19.900 19.900

2 1.684 16.838 39.049 1.684 16.838 39.049 1.655 16.545 36.445

3 1.449 14.486 53.535 1.449 14.486 53.535 1.601 16.014 52.459

4 1.243 12.426 65.960 1.243 12.426 65.960 1.350 13.501 65.960

5 0.955 9.546 75.506

6 0.739 7.395 82.901

7 0.622 6.222 89.123

8 0.543 5-429 94.552

9 0.336 3.362 97914
10 0.209 2.086 100.000

“Source: compiled by the authors.
“Note: extraction method is principal component analysis.

Scree Plot

2.5

2.0

Eigenvalue

0.5
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Component Number

Figure 6: Scree plot for infrastructure financing®

“Source: compiled by the authors.

Table 10: KMO matrix for infrastructure financing and financial sustainability”

i Component™
Component Matrix*
1 2 3 4

The revenue earned per year is not adequate for all the annual planned investments -0.291 0.679 0.368 0.130
Lack of infrastructure development funds limits the company’s access to the benefits of economies of

0.117  0.329 -0.505 -0.642
scale
Given the competing needs, water infrastructure financing receives less attention at the county

0.369 0.242 -0.566
government level

The prerequisite conditions for loan financing from development partners limits the WSP ability to access

such funds for asset development 0-499 0147 0.602 0191

The source of infrastructure financing affects the company’s ability to break-even 0.598 0.223 -0.360
Most of the new infrastructure being developed in the company’s area of jurisdiction is funded through
0.636 -0.337 0.431
the loans from development partners
Lack of water and sanitation infrastructure ownership documents limits the ability to access loan 0.884 0422
financing . 5

Financing infrastructure development through loans impairs the financial sustainability of WSPs 0.327 0.498 0.600 -0.214
Partnerships like PPPs with beneficiary communities can greatly bridge the infrastructure financing gap
being experienced by WSPs
On average, water infrastructure coverage has improved over the last 5 years -0.128 0.570 -0.233 0.372
*Source: compiled by the authors.
“Note: extraction method is principal component analysis; 4 components extracted; a threshold of 0.1 was used in this study thus no
component was dropped.

-0.266 0.628 -0.176 0.263

Table 11: Correlation analysis for infrastructure financing and financial sustainability”

Financial sustainability Infrastructure financing
Pearson Correlation 1 0.331
Financial Sustainability Sig. (2-tailed) 0.010
N 252 252
Pearson Correlation 0.331" 1
Infrastructure financing Sig. (2-tailed) 0.010
N 252 252

“Source: compiled by the authors.
“Note: correlation is significant at 0.05 level (2-tailed).

&b
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Table 12: Model summary for infrastructure financing and financial sustainability

. Std.
Model R R square Adjusted R square error of the estimate
1 0.331"" 0.110 0.094 3.29898

“Source: compiled by the authors.
“Note: predictors are constant; infrastructure financing.

The control function was F>3.841, p<0.05. Tab. 13 provides the
ANOVA results for infrastructure financing. The results indicate an
F=7.020 (1,250df) and a p-value of 0.010>0.05. The critical value of
f-statistics is (1,250df)=7,020<3,841, the value of P=0.01<0.05. This
confirms that the model is a good fit and that infrastructure
financing is a good predictor of the financial sustainability of
WSPs in Kenya.

5.5.3. ANOVA for infrastructure financing and
financial sustainability

infrastructure financing was a good predictor of the financial

:: he analysis of variance was undertaken to establish if
sustainability among water service providers in Kenya.

The control function was F>3.841, p<0.05. Tab. 13 provides the
ANOVA results for infrastructure financing.The results indicate an
F=7.020 (1,250df) and a p-value of 0.010>0.05. The critical f-
statistic is at (1,250df) =7.020>3.841, P-value=0.01<0.05. This
confirms that the model is a good fit and that infrastructure
financing is a good predictor of the financial sustainability of
WSPs in Kenya.

5.5.4. Regression coefficients for infrastructure
financing and financial sustainability

he regression analysis yielded a regression coefficient of
0.262, with a p-value of 0.010<0.05 (Tab. 14).

5.5.5. Regression coefficients for infrastructure
financing and financial sustainability

0.262, with a p-value of 0.010<0.05 (Tab. 14). Given that the
model was tested at 5% level of significance, a P-Value of
0.01<0.05 suggests that there exists a statistically significant

:: he regression analysis yielded a regression coefficient of

relationship between the infrastructure financing and financial
sustainability of WSPs in Kenya whereby, a unit change in
infrastructure financing leads to a 26.20% increase in the financial
sustainability of water service providers in Kenya. Based on these
findings, the study rejects the null hypothesis that states that
Infrastructure financing has no influence on the financial
sustainability of water service providers in Kenya and concludes
that Infrastructure financing has a statistically significant
influence on the financial sustainability of WSPs in Kenya. These
results could be due to the fact that infrastructure financing
increases access to water which in turn enhances revenue earning
capacity of WSPs. Given the high infrastructure deficit in Kenya,
an increase in infrastructure financing would increase water
coverage which in turn enhances the WSP revenue earning
capacity hence increases financial sustainability.

5.6. Interview analysis results on influence of
infrastructure financing on financial
sustainability

major driver for financial sustainability of WSPs in Kenya. The

infrastructure deficit is high and keeps increasing because
WSPs are not in a position to fund the infrastructure
development. The interviewees noted that in the period between
1990 and 2000, the infrastructure development was financed
through communities and the NGOs and with minimal
government or loan financing. According to the experts, the
water sector reforms (2002) introduced overreliance on
government and loan financing. They were, however, optimistic
that the reforms did not erode the good spirit of partnership with
the beneficiaries on small water projects and NGOs. The experts
confirmed that there are still many stakeholders willing to partner
with the water sector in-a-bid to finance water investment. The
reason for the strong good will by stakeholders is because water
is a key requirement in all sectors of the economy including
health, agriculture, industry and commercial sectors.

:: he interviewees confirmed that infrastructure financing is a

Table 13: ANOVA results for infrastructure financing and financial sustainability”

Model™ Sum of squares Df Mean square F Sig.
Regression 76.399 1 76.399 7.020 0.010™"
1 Residual 620.347 250 10.883
Total 696.746 251
“Source: compiled by the authors.
“Note: Dependent Variable: Financial Sustainability.
““Note: predictors are constant; infrastructure financing.
Table 14: Regression coefficients for infrastructure financing and financial sustainability”
. Unstandardized coefficients Standardized coefficients .
Model t Sig.
B Std. error Beta
] (Constant) 34.208 3.905 8.760 0.000
Infrastructure financing 0.262 0.099 0.331 2.650 0.010

“Source: compiled by the authors.
“Note: dependent variable is financial sustainability.

&
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6. Conclusions and recommendations

6.1. Conclusions

statistically significant influence on financial sustainability.

The correlation analysis revealed that infrastructure
financing is positively associated with financial sustainability while
the regression analysis indicated that infrastructure financing has
a statistically significant influence on the financial sustainability of
WSPs in Kenya. The significance could be due to the fact that
government investment is still insignificant despite the sector’s
heavy capital investment. The study further established that the
source and application of the infrastructure financing determines
the nature and size of influence. According to the industry
experts interviewed, the infrastructure development that has
happened in the recent past has had minimal impact on the
financial sustainability of WSPs because it is at the mega level with
limited last mile connectivity. This has affected WSPs ability to
finance the infrastructure development through tariff financing
since the majority of them were barely able to meet their O&M
costs. There is need therefore for the country to explore
partnerships with communities and NGOs while loan financing
should be reduced because the sector was highly indebted and
unable to service the current loan portfolio.

:: his study indicates that infrastructure financing has a

6.2. Recommendations

right and therefore sustainable access is critical. The

sustainable access to this vital commodity requires the
providers of the service to be financially sustainable. This study
sought to establish the determinants of the financial sustainability
of WSPs in Kenya as an ingredient to sustainable access to water.
Based on the findings, the study recommends the following:
There is need for the National Treasury and Planning and the
Water Works Development Agencies (WWDAs) to ensure that
infrastructure financing proposals cover the project from end-to-
end. That means it should finance from source to the customer
yard. Additionally, the National Treasury and Planning should
ensure increased government financing for last mile connectivity.
Further, the Ministry of Water, Sanitation and Irrigation (MWSI)
needs to pursue enhanced collaboration with local communities
and NGOs in order to tap into local resources and development
grants which would reduce the indebtedness of the sector.

:: ater is a very important ingredient of life. It is also a human
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MoKa3HMKKN KpeaUTHUX
aKTuUBIB Ta Bpa3/MBICTb
KomepuiiHoro 6aHky y KeHii

Anbb6epm Kamio OHbaHzo Beipet

tYHigepcumem Mo,
Endopem, KeHis

MeTa po6oTu. MepeBipuUTU MPOrHOCTUYHY 3A4aTHICTb MOKA3HUKIB
MO3MKOBMX aKTUBIB LLIOAO BPa3/MBOCTI KOMepLiMHUX BaHKiB y
Kewii.

Ausaitn/MeTtoa/MAan pocsigkeHHa. Lia pobota 6asyeTbcA Ha
MO3UTMBICTCBKIN  AOCAIAHMLBKIN  dinocodii 3  pocaigHum
AV3AUHOM. Y AOC/iAKeHHI Bpano yyacTb 42 Ailo4MXx Ha 31
rPYAHA 2015 POKY KOMepLiHUMX GaHKU. BTOpWHHI aaHi 6yam
3ibpaHi 3 LeHTpasbHOro 6aHKy KeHil i npoaHanisoBaHi 3
BUKOPWCTaHHAM Stata Statistics/Data analysis. Y3arasbHeHa
NiHIMHA MOAenb BWKOPUCTOBYBasnacA A/1A BCTaHOB/IEHHA
3B'A3KY MiX MOKasHWKaMM aKTWBIB | Bpa3/iMBiCTIO GaHKiB.
KoHLuienuis cTBOpPeHHA KpeaWTiB By/1a A0C/igKeHa AK reHe3nc
Bpa3/MBOCTi GaHkiB. Lle AoC/iigKeHHA — YacTuHa cucTem
pPaHHbOrO MomnepeAKeHHA A/A BUAB/NEHHA HecTabinbHOCTI
6aHKiB.

Pe3sy/ibTaTM fgociigKeHHA. BusAB/neHO npAmMMIA  3B'A3OK  MiX
3a3/1€XKHOI0 3MIHHOIO, WO BiACTaE, 3pOCTAHHAM MO3U4KOBOro
noptdens,  KoeQilieHTOM  MO3MYKOBUX  AEMNO3uTiB i
Bpas/IMBICTIO BaHKiB.

MpaKTHyHe 3HaYeHHA AoCNigXKeHHA. PekomeHaaljl, Lo HaBeAeHO
HUKYe, PO3pOO/EHO HA OCHOBI LbOrO AOC/iAXKeHHA. [lo-
neplie, peryaAaTopy noTpibHO poO3pobUTH  MOTeHLiiHe
pilleHHA A/1f KOHTPO/AKO 3a 3POCTaHHAM KpegMTHOro
noptdento, cniBBigHOLLEHHA KpeAUTHOrO nopTdento 6aHKy 40
obcAry AemnosuTiB Ta OOMEKeHHAM PiBHA Herpawo4mx
nosuk. HeobxigHO 3moAenoBaTM BUMOMU LLOAO LWOMICAYHOT
3BITHOCTI  OaHKIBCbKMX  ycTaHOB, W06 ©6aHku  morau
PO3KPMBATH Lji MOKA3HWKM Ta MOACHIOBATU Oyab-AKi iX CyTTEBI
3MiHM. Tlo-gpyre, OCKIiZIbKM Henpaulotodi MO3MKM  MOXYTb
C/yryBaTU CTUMY/NIOM A/19  MeHezepiB 6aHKiB  LuyKaTh
£,eno3nTh Ta HagaBaTH Hizblle NO3WK, TUM CaMUM MOCU/IOOUM
npobnemy, 6aHKam 3 HempauoHYMMK MO3MKaMK Ha 3ara/ibHy
CyMy BMLLE BEPXHbOI MeXi, L0 BCTAHOB/IEHA pery/ATOpOM,
C/lig, He A03BOAATU 3a/1y4aTh A0AATKOBI geno3nTu. lo-TpeTe,
BCTaHOBWUTM MaKCMMa/IbHUI piBeHb KoediljieHTa MNO3MKOBUX
Aenosutis, W06  YHWMKHYTM AOpOroro, 4yT/AMBOro Ta
BMCOKOPM3MKOBOrO MO3MKOBOrO Kanitany. BWKOHaHHA LuMx
peKkomeHgaui 3YMOBUTb rapaHToBaHe coujanbHe
3abe3neveHHs.

OpwriHanbHicTb/LiHHicTb/HayKkoBa HOBM3HA AOC/IKEHHA.
[lO0CNiAXEHO PO/Ib OKPEMUX MOKA3HUKIB KPeAUTHUX aKTUBIB Y
Bpa3/MBOCTi OaHKiB 1 po3wmpeHo obroBopeHHA B 06s1acTi
CUCTeM  paHHbOrO  Momepea)KeHHA M HecTabinbHOCTI
KOMepLiiiH1x H6aHKiB B KeHil.

MepcnekTUBM NOganblUMX Aoc/igXeHb. e gociigxeHHa cnpuAe
06roBopeHHI0 ypas3/imBocTi 6aHKiB i cucTeM paHHLOro
nonepegeHHa. B xogi noganblimx AocaigxeHb A0LiNbHO
BMBYUTM AaHi 3 IHLWOI HOPUCAMKLIT 3 BE/IMKOIO Ki/bKiCTIO
npob6/1emMHUX YCTaHOB, W06 BU3HAUYMTK, 3a CKi/IbKM MicALiB abo
POKIB A0 HacCTaHHA KPW30BOi CUTYaLii TPU BaxKAMBi 3MiHHi
MOXYTb nepesbaunti Bpasmeictb. Kpim Toro, icHye notpeba
B AOCIi/KEHHI iHCalAepCbKMX KpeauTiB B TOMY BUrAA4i, B
AKOMY BOHW BM3Ha4eHi, i MpUYMH BiACYTHOCTI CTaTUCTUHHOT
3HaYyLLOCTI.

Tun cTaTTi. EMRipuyHuMii.

Katovoei cnoea: HecTabinbHiCTb 6aHKiB; MO3WYKOBI  aKTUBW;
CTBOPEHHA KpeAUTY; y3arasibHeHa /iHiliHa moge/b.

MokasaTenu KpeaUTHBbIX
aKTMBOB U YA3BUMOCTb
KommepuecKoro 6aHka B KeHuu

Anbbepm Kamio OHbsHzo Beupet

tYHusepcumem Mou,
Snb0opem, KeHus

Lesb paboTbl. [poBepUTb MPOrHOCTUYECKYID CMOCOBHOCTb
MHAWKAaTOPOB  KPEAMUTHbIX  aKTMBOB  Ha  YA3BMMOCTb
KOMMepyeckoro 6aHKa B KeHuu.

Ausaitn/MeTtog/MAaH uccregoBanua. 31o paboTa 6asupyetca Ha
NO3UTMBUCTCKOM nccaeso0BaTe/IbCKOM dunocodpun C
ucc/rea0BaTe/IbCKUM  An3aiHOM. B ucciegoBaHuM mpuUHANO
yyacTe 42 [AeNCTBYOLIMX Ha 31 gekabpa 2015 roga
KOMMepyeckux 6aHka. BTopuuHble gaHHble cobpaHbl U3
LleHTpanbHOoro 6aHKa KeHuM © npoaHa/M3MpOBaHbl C
ucnonb3oBaHMem  Stata  Statistics/Data  analysis.  AnaA
YCTaHOB/IEHUA CBA3M MEXAY TMOKasaTe/AMM aKTMBOB U
YA3BMMOCTbIO 6aHKOB MCMO/b30BaHa 0606l eHHanA AMHelHasA
Moge/b. KOHLenums co3gaHua KpeauTa paccMaTpuBaaach Kak
MCTOYHUK XPYMKOCTM H6aHKOB. [laHHOe MUcC/ief0BaHMe — HacTb
CUCTEM  paHHEro  mnpeagynpexAeHWs A8 BblAB/NEHWUA
yA3BUMOCTH BAHKOB.

Pesy/bTaThl ucciegoBaHuA. BbiABleHa npAMaA CBA3b Mexay
3anasgblBatoLLelt 3aBUCMMON NepeMeHHOM, POCTOM CCYAHOro
noptdens, KodIPPULMEHTOM  CCYAHBIX  AEMNO3UTOB U
YA3BUMOCTbIO 6aHKOB.

MpakTMyeckoe  3Ha4YeHMe  UCCIefoBaHuA.  PeKomeHgauwmu,
npescTaB/ieHHble HUKe, pa3paboTaHbl Ha OCHOBe 3TOro
uccreaoBaHua.  Bo-mepBblX,  peryaAaTopy  HeobxoAumo
paspaboTaTb MNOTeHUMasbHOE pelleHne A/A KOHTPO/A 3a
POCTOM KpeauTHOro nopTdens, COOTHOLIEHUE KpeauUTHOro
noptdens 6HaHka K 06bEMy Aero3nUTOB U OrpaHuyeHuem
YPOBHA HepaboTaroLmx 3alimoB. Heobxoanmo
cMogennpoBaTb TpebOBaHUA K eXeMeCAYHOM OTY4eTHOCTH,
4YTOObI 6AHKM MOF/IM PACKpbIBaTb 3TH MOKa3aTe/n 1 OOBACHATb
Ntobble CyllecTBeHHble M3MeHEeHUA. BOo-BTOpbIX, MOCKO/BKY
HepaboTalole CcCyabl MOTyT CAYyXWTb CTUMY/IOM  A/A
MeHe/KepoB OaHKOB MCKaTb Aeno3unTbl U NpesoCTaBAATb
bosblue ccys, 4TO ycyrybasetr npobnemy, 6aHkam ¢
HepaboTaloWMMK  KpeAauTamMu Ha oWyl CymMy Bbille
BEpXHero nopora, yCTaHOB/IEGHHOIO pery/MpyoL1M OpraHom,
He C/legyeT paspelwarb MpPUB/EKaTb  AOMNO/NHUTE/IbHbIE
AEernosuTbl. B-TpeTbux, YCTaHOBUTb MaKCUMa/IbHbIi ypOBEHb
KO3pPuUMEHTa CCYAHOrO  Aernos3uTa, 4Tobbl  U3bexaTtb
[lOPOroCTOALLEro, YyBCTBUTE/BHOTO UM BbICOKOPUCKOBOIO
CCYAHOTrO KanuTana. Bbimo/HeHMe 3TUX peKomeHAauwi
npuBeAeT K rapaHTUPOBAHHOMY COLMa/IbHOMY obecreyeHuto.

OpuruHaabHocTb/LieHHoCcTb/HayuHass HOBM3HA MUCC/€[0BaHUS.
MccnegoBaHa po/ib Onpege/ieHHbIX MoKasaTteseil KpeAnTHbIX
aKTMBOB B YA3BMMOCTM GAHKOB U PaclUMPEHO 0bCyXaeHue B
obnactu cwcTem paHHero npegynpexaeHus "
HeCcTabu/IbHOCTH KOMMepYeCcKux 6aHKoB B KeHuu.

MepcnekTUBLI Aa/IbHEMILIMX UCCAEA0BAHUIA DTUM UCC/1eA0BaHMEM
obcyKgaeTca  yA3BMMOCTb OaHKOB M CUCTEM  paHHero
npeaynpexaeHua. B xoge pAasbHeUWMUX WUCCeA0BaHMIA
L,e/1eco0bpasHO M3Y4UTb AaHHble APYrUX HOPUCAMKLMM C
6O/bLUIMM  KO/IMYECTBOM  HEB/1aromno/lyyHbIX — yYpexaeHui,
4yTOObI OMpesennTb, 3a CKO/IbKO MeCALeB WM /JeT Ao
HaCTYN/IEHWUA  KPU3UCHOM  CUTyauuu  TpU  3HauMMmble
repemeHHble MOTyT Mpe/AcKasaTb HeCTabuabHOCTb. Takxke
cyliecTByeT noTpebHOCTb B MCC/I€40BaHWM MHCANAEPCKUX
KpeAuToB B TOM BWAE, B KaKOM OHU Ornpese/ieHbl, U MPUYMH
OTCYTCTBUA CTaTUCTUYECKOM 3HAYMMOCTM.

Tun cTaTby. SMNUPUYECKUIL.

Kntouesble cn108a: HecTabuibHOCTb 6aHKOB; CCy/Hble aKTUBbI;
co3paHue KpeauTa; 0606LLLeHHan MHeHasa Moge b.
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1. Introduction

on the fact that loans constitute the highest percentage of

bank assets, are a source of fraud in form of insider loans
and cause liquidity problems when the rate of loan default is high.
Besides, loans are a source of interest income and therefore high
loan default leads to lower profitability or losses. Losses have to
be absorbed by bank capital. Bank fragility may emerge from the
institution’s liability or asset side of its balance sheet. Shen and
Chen (2008) posit that weaknesses from the liability side may
come about due to depositors run on a commercial bank. The
asset side triggers concern due to deterioration of the quality of
the loan asset. Laeven (2011) shows that large losses on bank’s
balance sheets will render the bank insolvent. These losses
normally emanate from long periods of asset quality deterioration
due in part to excessive credit expansion.

:: he focus on loan asset indicators in this study was predicated

Alvarez-Franco and Restrepo-Tobon (2016) state that during and
immediately after 2007-2009 US financial crisis three hundred
twenty-two (322) US Commercial banks failed with an estimated
loss of USD 86 billion to the FDIC compared to the period 1980-
1989 when one thousand four hundred sixty-seven (1467) banks
failed with an estimated cost of $62 billion and to the period 1990-
1999, four hundred thirty-six (436) banks failed with estimated
loss of $7 billion. Cleary and Hebb (2016) state that the FDIC fund
went into the red during 2009 and that is a confirmation of the
severity of bank distress. Papanikolau (2018) using US Commercial
and Savings Bank data for the period 2003-2009 finds that in the
course of the global financial crisis a considerable number of
banks were distressed which inflicted substantial losses on
governments and led to a surge in the level of public debt in a
number of countries. Many governments borrowed to bail out
their banking institutions.

Brownbridge (1998b), shows the impact of bank distress in some
African countries and states that for the period 1993/94 about 11 %
of total assets of banks and Non-Bank Financial Institutions
(NBFIs) was held by collapsed institutions in Kenya, while in
Nigeria and Uganda the failed institutions accounted for 8 per
cent and 6 per cent of all bank assets respectively. According to
Granja, Matvos and Seru (2017), the mean FDIC loss from selling a
distressed bank was 28% of assets over the period 2007 to 2013,
such losses left the deposit funds reserves virtually depleted.

Kenya has witnessed periodic bank instability with consequences
on bank stakeholders and the economy. Brownbridge (1996)
states that the first cycle of bank problems in Kenya was the
period 1984-1986, during which time Central Bank of Kenya
liquidated banks after they failed to repay deposits obtained from
state owned enterprises. Le Gall, Daumont and Leroux (2004) find
four (4) banks and twenty-four (24) non-bank financial institutions
accounting for 15% of Kenya’s financial systems liabilities that were
affected by liquidity or solvency problems between 1985-1989.

Le Gall et al. (2004) assert that a systemic banking crisis occurs
when non-performing loans to total assets are between 5-10%.
Shehzad, Haan and Scholtens (2010) argue that bank owners and
managers may collude against depositors and may grant loans
that are considered high risk and may lead to high levels of
impaired loans imperiling the banks health. Caprio and Klingebiel
(1997) state that banks can disguise troubled loan credits by
rolling them over or embark on deposits expansion to help
improve the outlook of balance sheets. With improved deposits
banks invest in high-risk and high return areas. Zhang, Cai,
Dickinson and Kutan (2016) argue that managers have self-
motivation to take on highly risky lending than the desired level
because of managerial rent seeking. Banks then shift this risk to
depositors.

Laeven (2011) confirms the potential debilitating effect of bank
instability on the economy due to its role in allocation of funds.
Besides, a bank crisis leads some businesses to suffer drains of
working capital and investment. Therefore, there is need to
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distinguish banks according to their financial health and intervene
early to avoid an economy-wide impact. If the regulatory
authorities can detect problems early enough and take action,
this ends up preventing or minimizing the cost of distress. It is
because of huge costs of distress resolution as Dungey and Gajurel
(2015) argue that major focus of prudential effort should centre
on avoiding banking crises because they are costly. Huang, Chang
and Liu (2012) state that the consequence of bank failure is
financial distress, which may affect other industries. Huang et al.
(2012) assert that banks receive deposits, which they loan out to
earn income, it is this intermediation process which fosters an
industrial growth and economic development, the process that
distinguishes banks from other business entities. This process is
disrupted when there is bank instability. Kedir, Iftikhar, Murinde
and Kamgnia (2018) hold that bank characteristics are a key driver
of fragility. However, Gorton (2018) asserts that financial crises
have taken place in market economies throughout history. Since
early bank distress studies carried out by Meyer and Pifer (1970)
and Thomson (1991), banks still fail. Consequently, the gap in
research was how to model loan asset indicators and bank
fragility to build on the knowledge on early warning systems.

2. Theoretical background

2.1. Bank fragility

emirguc-Kunt and Detragiache (1998) state that bank fragility
arises when NPL ratio to total assets is greater than 10%.

Non-performing loans (NPL) are therefore significant
variables in fragility studies. Ozili (2015) asserts that early warning
signals of an impaired loan asset (NPLs) as a variable is gaining
importance to bank managers and credit controllers. An
increment in the impaired loan asset without corresponding
expansion in a good loan portfolio reduces the value of the loan
portfolio and could precipitate bank solvency problems.

2.2. Loan asset indicators and bank fragility

and 80% of banks assets and liabilities respectively; this

makes the financial statements of Commercial banks
different from those of other firms. According to Wheelock and
Wilson (1995, 2000), loans constitute the most illiquid and risky
bank assets. Besides, the more concentrated bank assets are in
loans the more the possibility of distress is. Poghosyan and Cihdk
(2009) find that asset indicators play an important role in early
warning models of bank distress. According to Ozkan-Gunay and
Ozkan (2007) asset quality variables present a better picture of
performance with a lower portion of non-performing loans to
total loans. Cole and White (2010) find that banks with better asset
quality stand a lower chance of financial distress, and worse asset
quality is associated with the probability of failure.

C ysal (2013) states that loans and deposits make up about 65%

Loans are an integral part in virtually all CAMELS indicators.
Besides, loans constitute the most significant percentage of total
assets, Uysal (2013). Sarkar and Sriram (2001), Ozkan-Gunay and
Ozkan (2007) use non-performing loans to primary capital as a
measure of capital adequacy and state that capital adequacy is
useful for survival because capital absorbs losses. Tatom and
Houston (2011), Zaghdoudi (2013), End (2016) measure liquidity
indicators using total credit to total deposits. When a bank issues
loans, borrowers pay interest, which is bank’s revenue. When
there is borrowers’ default, the interest income is lost. Besides,
when a periodic repayment of principal stops, the banks face a
liquidity crunch.

Kedir et al. (2018) find that banks on the African continent have
had bad debts problem due to a long-standing problem of credit
risk management. Therefore, Bologna (2013) argues that there is
need to regulate financial institutions. This is to ensure the
preservation of financial stability and the protection of depositors
as these entities are susceptible to adverse selection and moral
hazard. According to Makinen and Solanko (2018), poor asset
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quality has a positive association with bank distress. Whalen and
Thomson (1988) argue that non-performing loans are good proxy
for asset quality as asset quality has a predictive ability in
assessing the solvency of a bank. The growth of indebtedness
(loans) by directors, officers and employees (DOE) is considered a
red flag. Meyer and Pifer (1970) state that loans to insiders are
riskier than loans to outsiders, and large loans to insiders are
considered a pointer to poor management or embezzlement.
Sarkar and Sriram (2001) argue that deterioration of asset quality
is a risk that indicates that a bank is unlikely to collect 100% of its
asset, which means a lower asset quality could lead to a greater
loan charge off during bad economic times leading to increased
chances of insolvency.

2.3. Non-performing loans and bank fragility

oudriga, Taktak and Jellouli (2009) argue that aggregate rate
of NPL is a frequently used measure of bank soundness.

Further they state that NPLs are a major problem for both
local and international regulators and whereas aggregate NPLs
exhibit wide disparities between countries, some suffer severely
with rates greater than fifteen (15) percent. Some researchers
including Whalen (1991) find asset quality as a predictor of bank
failures. Fofack (2005) states that incidences of banking crises are
frequently associated with a huge build-up of non-performing
loans. Further non-performing loans account for a sizeable
percentage of total assets of distressed financial institutions.
Fofack states that the banking crises that affected most sub-
Saharan African countries were precipitated by an accumulation
of nonperforming loans.

2.4. Growth of loan portfolio and bank fragility

banks take on more risks through uncontrolled lending

activities without considering the quality of individual loans.
Such loans are prime candidates of impairment during an
economic downturn, thereby exposing the bank to insolvency.
Altunbas, Manganelli and Marques-lbanez (2015) concur and state
that an aggressive loan growth and excessive reliance on short
term funding point to risk concentration. Jin, Kanagaretnam and
Lobo (2018) find a positive association between higher loan
growth rates and bank fragility. Logan (2001) also finds the failure
of Bank of Credit and Commerce International SA (BCCl) was due
to among other reasons, dependency on net interest income, low
loan growth and low profitability. Logan argues that when there
is a fast loan growth, concentrations occur, appraisal standards
may become weaker, and may be financed by more volatile funding
sources. Following this sequence, loan quality problems start,
profits decline, and inadequate provision levels start to surface.

C essai and Gallali (2015) find that during an expansion phase,

2.5. Insider loans and bank fragility

Guidelines (2013) limit borrowings by a single insider to

twenty percent (20%) of the bank’s core capital. Besides,
in aggregate credit facilities to all insiders are capped at 100% of
the core capital. These prohibitions ensure that facilities to
insiders are limited to owners’ capital component and, therefore,
limit the level of depositors’ funds that may be misapplied by
directors, management and staff and their related associates.

:: he Banking Act and Central Bank of Kenya Prudential

Brownbridge (1998a) finds that the most significant contributor to
bad debts of the failed banks in Kenya, Nigeria, Uganda and
Zambia was insider lending. Insider loans accounted for 65% of the
total loans of four banks liquidated in Nigeria in 1995, and almost
half of the loan portfolio of a bank taken over by the Bank of
Uganda. According to Thomson (1991), insider loans act as a proxy
for management risk that is the risk of fraud. Insider loans can be
treated as self-lending and this is to mainly take advantage of
asset price booms. Besides, insider loans may be granted at
discretionary rates.

&b

2.6. Loan quality and bank fragility

constitute most commercial bank assets, therefore interest

earned on this asset class form an important source of a
revenue stream. In such a case a relatively small problem with the
loan portfolio can reduce earnings, deplete capital and precipitate
bank weaknesses. Logan (2001) states that management should
diversify into other types of businesses to earn fees, commissions,
or trading income. Besides, the probability of a bank failing
declines with increase in net interest income. A declining net
interest income can result from poor loan quality and increase in
interest expense. An increase in interest expense means the
sources of deposit are expensive thereby undermining the return
from interest on loans. Clancy and Zhao (1999) show that the
performance of a bank in the intermediation function is
determined by its efficiency. Failing banks tend to pay higher
interest rates to attract deposits and earn lower returns on loans
due to high levels of underperforming assets.

:: he Federal Reserve Bank of Kansas City (2016) avers that Loans

2.7. Loan deposit ratio and bank fragility

of liquidity mismatch risk and therefore when loans exceed a

deposit base, the funding gap has to be met through the
access of funds in the financial markets. Cecchetti, King and
Yetman (2011) show that during the financial crisis of 2007/2008
economies where banks had relatively low LDR managed the
crisis relatively well compared to those with high LDR. Cucinelli
(2015) finds that a lower level of the ratio of loans to deposits
represents a lower dependence on wholesale funding which
means that the bank is less market constrained in its asset
growth. Momparler, Carmona and Climent (2016) also find that the
higher the net loan to deposits is, the higher the chance of future
financial distress is.

C nd (2016) states that Loan Deposit Ratio (LDR) is an indicator

A study conducted by Wood and Skinner (2018) on commercial
banks in Barbados found LDR to have a significant effect on non-
performing loans; ultimately increase in LDR leads to aggressive
lending resulting in setting aside funds to low quality borrowers
thereby increasing the riskiness of the loan portfolio and thus
pointer to bank weaknesses. End (2016) shows that China
imposed an upper limit of 75% for its banks. An upper limit can
help avoid mismatches between loans and stable funding and
help check a build-up of systemic risks in the banking system.

2.8. Credit creation theory and bank fragility

advance argument that banks can create credit without any

deposits. Werner (2016) avers that the credit creation theory
holds that each bank can individually create money out of nothing
through accounting operations and it is done by creating loan
facilities. Werner (2014) asserts that when a bank extends credit
to a customer, it creates a fictitious deposit by recording the loan
amount in the borrower’s account even though no deposit is
made. Two entries are made, a credit to the borrower’s current
account and a debit to the borrower’s loan account. What is
created is a loan whose disbursement creates a deposit called an
imaginary deposit. Werner (2014) concludes that banks invent
funds by crediting the borrower’s account with a deposit when no
new deposit has actually taken place. Turner (2012) states that the
most distinctive thing banks can do is to create credit, which
result in spending power. Cochran, Call and Glahe (1999) show that
money enters the economic system as banks grant new loans.
These loans are negotiated using other people’s money
(deposits). They further argue that money creation does not
involve reduction in present satisfaction on the part of depositors
and can therefore finance investments without any previous
equal savings.

:: he proponents of credit creation like Werner (2014, 2016)

McLeay, Radia and Thomas (2014, 2015) state that when a bank
grants a loan, it concurrently creates a matching deposit in the
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borrower’s bank account. It is argued that it is the way new
money is created. Cochran et al. (1999) show that borrowed
money can be spent and returned to the banking system as
additional deposits and the process continues as new deposits
and leads to additional loanable funds. Turner (2012) shows that
the ability of banks to create credit and money has implications
on demand and can be disastrous if the loans created are poor
credits. These poor credits can easily lead the bank to insolvency
especially if depositors precipitate a run on the bank. In view of
these facts, there are necessary prudential controls on maturity
transformation and the degree of leverage by the bank.

Credit creation is linked to loan quality, growth, insider credit and
concentration of the loan portfolio. A bank creates deposits from
nothing when it credits borrowers both insiders’ and outsiders’
current accounts with loan proceeds. This artificial deposit means
that the level of deposits goes up as more loans are granted. As
the level of deposits increases, therefore the bank can lend more,
the process continues like that if the borrowers do not use the
funds for consumption. However, due to impairment of the loan
portfolio, credit creation must have a limit. With increased
lending, some credits get impaired.

3. Statement of the problem and research
hypotheses

2016, customer deposits of about 129 billion Kes was held up

in three distressed Commercial banks. The customers funds
became inaccessible with borrowers and depositors impacted
negatively. Besides, it takes many years to resolve bank fragility
problems, the reason ways should be found to minimise the
incidence of bank weaknesses. According to Kenya Deposit
Insurance Corporation annual report 2015, the payment of
deposits to customers with banks distressed in 1990s is still
ongoing! Due to the documented financial crises, Ozkan-Gunay
and Ozkan (2007) argue that it is done in order to look for a new
crisis prevention, prediction and management method. Baron and
Xiong (2017), on the other hand, contend that policy makers
should embrace early warning systems in order to stem future
financial crises. Messai and Gallali (2015) affirm that the objective
of early warning models is to ensure ability to forecast problems
in financial institutions and take remedial measures before they
occur. Kolari, Glennon, Shin and Caputo (2002) suggest that bank
examiners are concerned about early warning systems that aid
information collected during the on-site inspection as this helps
predict impending distresses and also allow early intervention to
prevent failure or reduce costs of distress.

:: uring the latest episode of bank instability in Kenya 2015-

Purpose of this study is to test the predictive ability of loan asset
indicators on Commercial bank fragility in Kenya.

Main hypothesis:

Hor: Growth of a loan portfolio has no statistically significant
relationship with bank fragility.

Hox: Loans to a deposit ratio has no statistically significant
relationship with bank fragility.

Hos: Loan quality has statistically no significant relationship with
bank fragility.

Ho4: Insider loans have statistically no significant relationship with
bank fragility.

4. Research design, method and data

4.1. Research Design

ryman (2012) shows that a research design provides a
framework for the collection and analysis of data. Besides,

the research design shows the importance given to causal
relationship among variables, the generalisations to larger groups
from the sample, understanding behaviour and meaning and
temporal appreciation of social phenomena and interconnection.
Consequently, the research design in this study was an
explanatory research.

4.2. Method, data collection, exclusion
and measurement of variables

his study is based statistical analysis method using Stata
Statistics/Data analysis.

Target population according to Welman and Kruger (2001) is the
population in which the researcher would ideally like to generalise
the results. The target population of this research was forty-two
(42) commercial banks. In this study, a census was adopted due to
the small population size.

Secondary data was collected from the Central Bank of Kenya.
The study period was 2010-2014. The banks that ceased to exist
due to mergers and acquisition or were incorporated after the
end of study period that was 2015 were excluded from the study.
Commercial banks with less than five-year data or with zero non-
performing loans were excluded. The study did not extend data
collection to 2016 and 2017 following the Banking (Amendment)
Act of 2016, which introduced interest rate caps in Kenya in
September 2016. Interest rate caps have an impact on bank
performance.

Whereas the inferential study period is 2010-2014, this study
conducted a cross-sectional-time series analysis from 2005 to 2015
to test the stability of the study variables and measure a fragility
variable. The reason for the period 2005-2015 centered on the
introduction of an interest ceiling in 2016 which had an influence
on the performance of banks.

Besides, the period of 2005 is significant because the last bank
placed under statutory management was in 2006, therefore a
year before the event was found appropriate.

The study variables were measured as indicated in Tab. 1.

Table 1: Variable Measurement”

Variables Researcher(s)

Measures

Bank fragility
Bortolotto (2011)

Growth of loan portfolio Rauch (2000)

Loan quality Calomiris and Mason (2003)
Loans to Deposit Ratio

Insider Loans Thomson (1991)

Carapeto Moeller, Faelten, Vitkova and

Cecchetti, King and Yetman (2011)

Gross Non — Performing Loans

Total Loans

Total Loans year t minus Total Loans year t — 1

Total Loans year t — 1
Net Interest Income
Total Income
Net Loans
Customer Deposits
Total Insider Loans
Total Assets

*Source: compiled by the author.
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5. Results

5.1. Descriptive statistical analysis

period 2005-2015 was to draw inferences over a longer time
for the mean, minimum, maximum percentages of the
variables and then make meaningful conclusions.

:: he importance of a descriptive statistical analysis for the

Non-Performing Loans to Total Assets

This ratio is the measure of bank fragility and is pegged at 10%. In
2005 and 2006 the NPL/total assets ratio was 18.70% and 13.58%.
The two years 2005-2006 coincide with the end of 1993-2005 bank
distress in Kenya. The ratio of NPL to total assets declined from
9.34% in 2007 to 4.28% in 2011; then started an upward trajectory in
2012 at 4.35%, 2013 at 5.20% and had reached 6.36% and 6.50% by
2014 and 2015 respectively.

The minimum NPL/Total assets ranged from 0.00% to 0.76%;
maximum ratio oscillated from 22.84% in 2011 to 102.67% in 2005.
The maximum ratio in 2013 and 2014 was 51.32% and 66.08%
respectively from 26.08% in 2012. The spike in the maximum ratio
started one-two years before fragility events of 2015- 2016.

Growth of Loan Portfolio

The average growth of the loan portfolio in a banking industry
during the period was minimum of 21.30% with the highest growth
of 333.44%. Dubai Bank and National Bank of Kenya had the
negative growth of 5.36% and 70.39% respectively. Though the
overall industry growth from 2005-2015 ranged from 21.30% to
41.16%, there was mixed growth percentages among individual
banks.

Loan Deposit Ratio

The maximum LDR for the period ranged from 103.24% to 200.46%.
During the entire period of eleven years, the maximum LDR was
above 100.00% signalling overreliance on loan capital by some
Commercial Banks. Higher LDR as shown by some banks in this
study reflects fewer customer deposits to fund a loan book.

Loan Quality

Loan quality is a measure of dependency on interest income.
During the period under the study, the minimum loan quality was
1.28% and maximum 76.92%. The industry average was 45.50%, a
confirmation of non-dependency on interest income as a source
of revenue for Commercial Banks in Kenya. It also shows the
structure of deposit and Loans in Commercial banks businesses.

Insider Loans

The industry average for insider loans for the period was between
3.3% between 2005 and 2015. The statistics for the period
2005-2006 are indicative of a problem time with high insider loan
levels of 54% to 59.7% for some of the banks.

This was a clear breach of fiduciary duty by the directors,
management and staff of the commercial banks, an indication of
the fact that insiders use customer deposits for their own self-
interest.

5.2. Diagnostic tests
Normaility Test Results

According to Gujarati and Porter (2009), if the computed p-value is
sufficiently low, then the hypothesis that the residuals are
normally distributed is rejected.

The p-values for all variables are prob>z, 0.00. The p-values in this
case are low therefore, the normality test assumption was
rejected and concluded that the residuals were non-normally
distributed. Using the Shapiro-Wilk W test for normality, the
Ho=data is normally distributed was rejected.

&0

Heteroscedasticity Test Results

A null hypothesis was constructed that the variance of the error
term was constant that is homoscedastic. Ott and Longnecker
(2010), the null hypothesis is Ho: Homogeneous variances while Ha:
test heterogeneous variances for the regression model. The
White’s test Chi2(35)=87.76, Prob>Chi2=0.00 shows the evidence
of heteroscedasticity, therefore the null hypothesis that the
variances are constant was rejected.

Stationarity Test Results

Using the Harris-Tzavalis Unit Root test, some of the study data
was found stationary. The null hypothesis that the data was a unit
root was rejected for some study variables. The following
variables were stationary, loan growth (p-value=0.00), loan quality
(p-value=0.00), insider loans (p-value=0.00), lagged dependent
variable (p-value=0.00), while bank fragility (p-value=0.97); Loan
deposit ratio (p-value=0.25) showed the evidence of a unit root.

Multicollinearity Test Results

According to Gujarati and Porter (2009), the CLRM assumption
that there is no exact linear relationship between independent or
explanatory variables that is no multicollinearity. Ott et al. (2010)
argued that the consequences of highly correlated independent
variables are that the overall F-Test would be highly significant but
none of the individual t-tests would come close to significance.
The variance inflation factor (VIF) was used to test for the
presence of multicollinearity in the study data (Tab. 2).

Table 2: Multicollinearity*

Variable VIF 1/VIF
lagbf1 1.74 0.573253
il 1.47 0.679442
Ig 1.28 0.781290
Idr 1.23 0.816042
Ig 1.05 0.949270
Mean VIF 1.36

*Source: compiled by the author.

The Variance Inflation Factor (VIF) for lagged bank distress
was 1.74; insider loans 1.47, loan quality 1.28, loan deposit ratio
1.23, and loan growth 1.05 indicated that VIF for all the variables
was below 10 and 1/VIF was above 0.1 that is a confirmation of
tolerable levels of collinearity. Gujarati and Porter (2009) argue
that multicollinearity is a matter of degree. The researcher
concluded collinearity between the independent variables was
too low to be problematic.

Table 3: Pearson Correlation matrix”

bf lagbf1 Ig Idr Iq il
bf 1.0000
lagbfi  0.8948 1.0000
lg -0.1190  0.0752  1.0000
Idr 0.3949 0.3378 -0.1292 1.0000
Ig -0.3032 -0.3403 0.0320 0.0436 1.0000
il 0.4747 0.4897 -0.0589 0.3207 0.0519 1.0000

95% confidence interval
*Source: compiled by the author.

Gujarati and Porter (2009) states that correlation coefficient more
than 0.8 means collinearity is a serious problem. The above
(Tab.3) shows a high significant positive correlation 0.89 (0.00)
between the dependent variable and the lagged dependent
variable meaning it contributes significantly to the variations in
the dependent variable. The dependent variable is negatively
correlated to the growth of loan portfolio -0.12, loan deposit ratio
0.39, loan quality -0.30, and insider loans 0.47. The correlation
between the dependent variable and the loan growth is negative
and insignificant while it is low and positive with the loan deposit
ratio. The loan quality and dependent variable have a negative but
significant relationship, insider loans are positively correlated with
the dependent variable and significant at 0.05 level.
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5.3. Generalised linear model analysis

The assumptions underlying GLM state that the data

YyYs....Yn are independently distributed, the dependent
variable Y; does not need to be normally distributed but assumes
a distribution from the exponential family, does not assume a
linear relationship between dependent and independent variables
but assumes a linear relationship between the transformed
response in terms of the link function. Besides, the independent
variable can take on power terms or some non-linear
transformation, the homogeneity of variances does not need to
be satisfied, errors need to be independent but not normally
distributed.

:: he GLM is preferably where variables show non-normality.

The study utilised a lagged dependent variable as one of the
independent variables in the model. According to Keele and Kelly
(2006), the use of a lagged dependent variable is part of a robust
estimation strategy. Besides, it is a strategy to eliminate
autocorrelation in the residuals.

The GLM was specified as follows (1):

g(E(YlX‘l,XZ,...XP)):Ybfit: LoYbfier+filgie+ Boldric+ Bslgie+ Biile - (1).

The variables were defined as follows:

Y=bfit=Bank Fragility for it firm in t™"year,

Yerit1 =lagged dependent variable (lagbf1),
Igi=Growth of loan portfolio (Ig),

Idri=Loan Deposit Ratio (Idr),

Igi=Loan quality (Ig),

ili=Insider Loans (il),

Bitops=Coefficient of independent variables,
i=1,2,... 30 (Individual banks),

t=1,2,... 5 (time indicator).
5.4. Generalised linear model regression

lagged bank fragility variable f=0.87, Z=12.26, P>z=0.00. This

variable had the most influential impact on bank fragility.
The growth of a loan portfolio variable had f=-0.08, Z=-2.91,
P>z=0.00, the growth of a loan portfolio had a negative
relationship with bank fragility. Loan Deposit ratio f=0.13, Z=2.78
with P>z=0.00 was statistically significant. A loan deposit ratio is a
significant variable in bank fragility studies as confirmed by z-
values. The loan quality had f=-0.06, Z=-1.49, P>z=0.14. The loan
quality had a negative and insignificant relationship while Insider
loans f=0.16, z=0.88 and p-value of 0.38 had a positive
insignificant relationship with bank fragility.

:: he GLM regression (Tab.4) with clustered robust showed a

Table 4: GLM Regression”

Generalized linear models
Optimization: ML

Deviance=0.2109083935

No. of obs=120

Residual df=114

Scale parameter=0.0018501
(1/df) Deviance=0.0018501

Variance function: V(u)=1 [Gaussian]
Link function: g(u)=u [Identity]
AlC=-3.405946
Log pseudolikelihood=210.3567642 BIC=-545.5632
(Std. Err. adjusted for 120 clusters in bf)
bf Rg:;zt Std. Err. z P>|z| [95% Conf. Interval]
lagbf1 0.8669464 0.0707056 12.26 0.000 0.7283661 1.005527
Ig -0.0794346 0.0273098 -2.91 0.004 -0.1329608 -0.0259083
Idr 0.1318089 0.0473954 2.78 0.005 0.0389156  0.2247021
Ig -0.0561592 0.0377602 -1.49 0.137 -0.1301678 0.0178495
il 0.1607703 0.1835397 0.88 0.381 -0.1989609  0.5205014
cons -0.0539984 0.0387617 -1.39 0.164 -0.12997 0.0219732

*Source: compiled by the author.

6. Discussion

The measure of fragility averaged between 13.58% to 18.70%

with maximum ratios between 51.32% and 66.08%. The ratios
were above 10% fragility measure that was an indication of
banking sector instability that required intervention before the
banking distress events of 2015-2016. It is therefore established
the Kenyan banking industry was unstable.

:: escriptive statistics are shown in Tab. A-1- Tab. A-6 (Appendix A).

The maximum LDR for the period 2005-2015 ranged between
103.24% t0 200.46%. Consistent with End (2016), an LDR of 120% is a
presumptive benchmark for a banking crisis while an average of
80% according to ECB is a sign of impaired financial
intermediation. Practically, LDRs above such prescriptive rates
were considered a sign of bank fragility. Bologna (2011) argues
that LDR provides a measure of funding mix by a bank to finance
its loan portfolio. Consequently, banks that rely on high level loan
capital as a percentage of deposits tend to be fragile. Based on
this analysis, high industry LDR were an early sign of weaknesses
within the banking sector. High LDR indicates that a credit
creation process is less dependent on deposits.

O

Some banks had the negative growth of a loan portfolio of 5.36%
and 70.39% over the period. The negative growth of a loan
portfolio signals a contraction in a loan asset ultimately resulting
in decline in interest income. The loan quality variable averaged
45.50%, however, the maximum percentage for the period was
76.92%. A rapid increase in the loan portfolio could signal the low
standards of loan underwriting. This is a credit creation process.
Some banks had an insider loans ratio between 54% and 59.7% but
was camouflaged by the average industry ratio of 3.3%.

The GLM regression results showed LDR =0.13, p-value 0.00. At
5% level, the LDR variable has a positive significant relationship
with bank fragility. Consequently, the null hypothesis is rejected.

The variable was statistically significant, as LDR goes up, bank
fragility also goes up. Continued credit creation could lead to bank
distress especially if some of the credits are impaired. Other
researchers like Wood and Skinner (2018) found LDR coefficient of
0.334, p>t of 0.028 which was significant at 5% level and
concluded that LDR had a significant positive effect on non-
performing loans, a proxy for distress.
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The growth of a loan portfolio had f=-0.08, p-value 0.00, that was
a significant but negative relationship. An increase in the loan
portfolio in this case led to the decline in fragility. The growth of a
loan portfolio is a significant variable. An increase in loans
confirms credit creation by banks. Kedir, Iftikhar, Murinde and
Kamgnia (2018) also found that the growth of a loan was
statistically significant at 10% level with the coefficient of -0.019
which meant a high loan growth reduced fragility as measured by
impaired loans as a percentage of gross loans. However, with a
few banks exhibiting a negative growth, this showed the
possibility of instability.

The loan quality variable had B=-0.06, p-value 0.15, which was a
negative relationship but statistically insignificant. Alvarez-Franco
and Restrepo-Tobon (2016) observe that loan quality is an
important pointer to bank survival and argue that less diversified
banks are more likely to fail due to dependence on interest
income. Huang et al. (2012) study found p-value for ASEAN at -
0.156; G8 -0.859, EU at -1.253, NIC at -0.086 and G-20 at -0.258 all
being significant at 5% level that is p-value<0.05 and concluded
that net interest income predicted the financial distress of global
banks best. Logan (2001) found bank distress to be positively
related to dependence on traditional sources of income that is net
interest income for the banks. DeYoung and Torna (2013),
however, found that one standard deviation increases in net
interest income reduced chances of failure by 27%. The above
results are at a variance with Huang et al. (2012), DeYoung and
Torna (2013). Most Kenyans commercial banks have reduced
dependency on interest income and ventured into non-interest
income due to among others the legislation to control interest
which was discussed for a long time and culminated in-duplum
rule section 44A (1) and (2) of the Banking Act which was enacted
in 2006 and interest rate capping in 2016.

Insider loans had P=0.16, p-value=0.38. The results showed a
positive relationship but statistically insignificant. Thomson (1991)
used insider loans as a ratio of total assets as a proxy for fraud
and insider abuse. Using logit regression, Thomson found insider
abuse positively related to bank distress. The proxy could predict
distress well beyond 36 months before actual failure, the results
of this research are at a variance with Thomson’s findings.

From the analysis, three variables were found statistically
significant in explaining the bank fragility in Kenya. The lagged
dependent variable $=0.87 with p-value 0.00 confirms the lag
between loan issuance and when the assets become non-
performing. Besides, it confirms the decisions made today will
have impact in the future. The loan growth ratio had a negative
relationship meaning for the Kenyan scenario, the growth was as
a result of good credits. The Loan Deposit Ratio had a good
predictive ability. One of the banks that collapsed in 2015 had had
LDR consistently above 100% for many years!

The loan quality ratio was statistically insignificant. However, this
ratio could mean less reliance on interest income by Kenyan
banks. Finally, Insider Loans were found statistically insignificant
contrary to the Central Bank of Kenya onsite report on one of the
banks that was distressed in the study period. Whereas insider
loans did not seem a problem between 2011-2014, the Central
Bank of Kenya and the external auditors found that one
distressed bank had falsified records of actual insider loans before
the bank was placed under receivership.

7. Conclusions and recommendations for
further research

powerful predictive powers; they are a lagged dependent
variable, loan growth and loan deposit ratio. Regulatory
authorities should watch the loan growth since the decrease
in the variable is related to the increase in bank fragility. The
regulatory authorities and policy makers must also watch a loan
deposit ratio for evidence of weaknesses in the system.

<l>he study concludes that three of the study variables have

&

Inordinately high loan deposit ratios are indicative of inability to
attract cheap retail deposit and therefore reliance on expensive
and volatile deposit. The regulator should model monthly
reporting requirements to ensure that banks are able to disclose
the ratio and explain any significant positive change. Monitoring
of the ratio will be able to detect reduction in customer deposits
and increase in volatile and sensitive wholesale funding. It is
concluded that Kenyan banks do not rely heavily on interest
income. The banks showed evidence of income diversification.
The insider loans variable was insignificant in explaining bank
fragility contrary to the Central Bank of Kenya Bank Supervision
reports. The level of NPL can act as an incentive for bank
managers to seek deposits and lend more thereby exacerbating
the problem. Consequently, it is recommended that any bank with
NPL to gross loans greater than a regulator imposed upper limit
should be dissuaded from attracting more deposits. The second
policy intervention should cap the level of LDR to limit the
attraction of loan capital by banking institutions thereby
jeopardizing depositors’ funds. In the continuing research on early
warning systems, it is established that lagged non-performing
loans as a ratio of gross loans, loan growth and loan deposit ratio
are significant variables in determining the fragility of the banking
sector in Kenya.

There is need for further studies in other jurisdiction with a high
number of distressed banks to test if the three significant
variables could detect the fragility of distressed institutions
months or years before the distress. Besides, there is need to find
out why Insider loans as defined had no significance on bank
fragility.
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Appendix A
Table A-1: Proxy of Bank Fragility”
Year N mean sd min max
2005 33 0.4087375 0.7768731 0.0167364 4.172078
2006 34 0.2721234 0.3856532 0.0059963 1.707729
2007 34 0.2122351 0.2945185 0.0033501 1.16441
2008 36 0.1597563 0.1957502 (o] 0.8028391
2009 40 0.1162156 0.1345746 (o] 0.6267483
2010 40 0.0977027 0.1073367 0 0.4493554
2011 42 0.0896979 0.1125715 (o] 0.5960265
2012 42 0.0833657 0.0760755 (o] 0.3780146
2013 42 0.0882673 0.1086208 (o] 0.6784101
2014 42 0.1046848 0.1328875 0 0.7940975
2015 39 0.1096047 0.0888995 (o] 0.4071137
Total 424 0.1507352 0.2896993 [¢] 4.172078
“Source: compiled by the author from Stata Statistics/Data Analysis output.
Table A-2: Growth of Loan Portfolio*
Year N mean sd min max
2005 33 0.2131825 0.2140217 -0.1630371 0.9786386
2006 34 0.213021 0.2107561 -0.1630371 0.9786386
2007 34 0.2519601 0.2824062 -0.7039372 0.9978042
2008 36 0.3711972 0.3451691 -0.1250662 1.562112
2009 40 0.2270918 0.2748775 -0.1883741 1.562112
2010 40 0.2599354 0.1968056 -0.068375 0.6502594
2011 42 0.4116382 0.492529 0.0893787 3.334437
2012 42 0.2443357 0.5162727 -0.1799585 3.334437
2013 42 0.2779468 0.3017702 0.0093115 1.910619
2014 42 0.2144532 0.1802936 -0.1512667 0.6589835
2015 39 0.2154551 0.4496083 -0.1848745 2.723433
Total 424 0.2649128 3424105 -0.7039372 3-334437
*Source: compiled by the author from Stata Statistics/Data Analysis output.
Table A-3: Loan Deposit Ratio*
Year N mean sd min max
2005 33 0.7341218 0.2766879 0.2789369 1.49235
2006 34 0.6854252 0.2048741 0.2990568 1197418
2007 34 0.6971794 0.2449538 0.2258798 1.557511
2008 36 0.7335653 0.2336494 0.2611004 1.563182
2009 40 0.7084006 0.2926496 (o] 2.004624
2010 40 0.6639429 0.1895773 0.2021739 1.316728
2011 42 0.7227055 0.1846156 0.3912855 1.419091
2012 42 0.7063401 0.1880586 0.3004646 1.310066
2013 42 0.7600754 0.2112341 0.3181635 1.562456
2014 42 0.7697374 0.2129954 0.2052573 1.639842
2015 39 0.802096 0.1460029 0.4293477 1.03243
Total 424 0.7266285 0.2198255 [¢] 2.004624
“Source: compiled by the author from Stata Statistics/Data Analysis output.
Table A-4: Loan Quality”
Year N mean sd min max
2005 33 0.4882343 0.1135493 0.1025641 0.6630435
2006 34 0.4775237 0.0832258 0.293578 0.6396761
2007 34 0.4698134 0.0949192 0.1084337 0.6398467
2008 36 0.47167 0.0819143 0.2827225 0.6449865
2009 40 0.4752037 0.1086106 0.2406417 0.7692308
2010 40 0.4425364 0.1196403 0.1871508 0.6845361
2011 42 0.4603842 0.1195319 0.1791383 0.6973684
2012 42 0.3754972 0.1644486 0.0128168 0.6723744
2013 42 0.4714465 0.1090485 0.2572081 0.6862327
2014 42 0.448489 0.1122881 0.1553398 0.6792123
2015 39 0.4399926 0.11167 0.1708075 0.6492212
Total 424 0.4549881 0.1165592 0.0128168 0.7692308

“Source: compiled by the author from Stata Statistics/Data Analysis output.
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Table A-5: Insider Loans*

Year N mean sd min max

2005 33 0.0484101 0.0972467 0.0053989 0.5411552
2006 34 0.0460712 0.1001267 0.0062645 0.5966282
2007 34 0.0305265 0.0262466 0.0046404 0.1294629
2008 36 0.0294487 0.0255902 0.0034999 0.1387994
2009 40 0.0311615 0.0311458 0 0.1863853
2010 40 0.0301898 0.0257053 0 0.1434271
2011 42 0.0279721 0.0194431 0.0012477 0.0893372
2012 42 0.0326445 0.0310684 0.0012059 0.1838235
2013 42 0.0312339 0.0231369 0.0010416 0.1252847
2014 42 0.0327975 0.0268342 0.0014548 0.147168
2015 39 0.030574 0.0219513 0.0013282 0.1016804
Total 424 0.0333577 0.045707 0 0.5966282

“Source: compiled by the author from Stata Statistics/Data Analysis output.

Table A-6: Non-Performing Loans to Total Assets”

Year N mean sd min max

2005 33 0.1870357 0.2666168 0.0075973 1.026731
2006 34 0.1357565 0.1920376 0.0030345 0.9315948
2007 34 0.0934425 0.1182658 0.0019366 0.490285
2008 36 0.081946 0.1017988 0 0.4197682
2009 40 0.0629958 0.0831811 0 0.4492481
2010 40 0.0484044 0.0537299 0 0.2604055
2011 42 0.0428235 0.0447897 (o] 0.228411
2012 42 0.0434899 0.045313 0 0.2608359
2013 42 0.0520122 0.0787318 o} 0.5131534
2014 42 0.0636486 0.1045178 o] 0.6607653
2015 39 0.064975 0.055702 0 0.2341396
Total 424 0.0763867 0.1228863 0 1.026731

*Source: compiled by the author from Stata Statistics/Data Analysis output.

(@) | This is an open access journal and all published articles are licensed under a Creative Commons «Attribution» 4.0.
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Research question. To survive, organizations must have a competitive advantage in order to stay ahead of the competition. Market innovation
has remained the driving force behind most market expansions and stability in the turbulent nature of global economies. The research
question for the study thus was, “do market innovations influence the competitive advantage of telecommunication companies in Kenya?”’

Design/Method/Approach. Using the philosophy of positivism, the study adopted an explanatory research design in testing the hypothesis. The
main data collection instrument was a structured questionnaire using both physical conduct and online interactions to return 247
responses from mid and top level managers in a total of 26 active telecommunications companies in Kenya. The study used both
descriptive and inferential statistics using SPSS computer application to analyze the data.

Findings. The study findings established that innovative distribution channels significantly influenced the competitive advantage of
telecommunication companies in Kenya, while advertising and promotions did not have a significant influence. This led to the conclusion
that market innovation has a significant influence on the competitive advantage of telecommunication companies in Kenya.

Practical implications. The study recommends that telecommunication companies need to form collaborations and partnerships for
establishing market distribution channels that have indicated to bring influence onto the competitive advantage of the companies. Other
recommendations include a wider coverage of the East African market for the telecommunications sector. The study provides insights into
new companies with interest in the region.
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PuHkoBI iHHOBaLii PbIHOYHbIE MHHOBaL MK
Ta KOHKYPEHTHI nepeBaru M KOHKYPEHTHbIE NpeumyLL,ecTBa
Te/IeKOMYHiKauilfHMX KoMnaHii B KeHii T€/IeKOMMYHUKALMOHHbIX KOMMaHui B KeHun
Mimep Myzo, Mumep Myzo,
Awcimmi Maxapist Awcummu Maxapust

tMimcHapodHuti yHisepcumem CLLUA 8 Appuy,
Halipobi, KeHis

AocaigHnuybKe NUTaHHA. [AA BWXKMBAHHA Ha PUHKY OpraHisaui
MOBWMHHI MaTW KOHKYPEHTHy rnepeBary, o6 BunepesxaTtu
KOHKYpeHTiB. PWHKOBI iHHOBaLii 3a/MLLAOTLCA  PYLUIHOO
Moo BINbLIOCTI PUHKOBMX PO3LIMPEHb | CTabisbHOCTI B
YMOBaXx Typby/1eHTHOCTi CBITOBOI €KOHOMIKM. K/to4e nMuTaHHA
LbOro AOCAIAXEHHA: «HX BMN/AMBAOTb PUHKOBI iHHOBALl Ha
KOHKYPEeHTHi nepeBarM Te/eKOMYHIKaLilMH1X KOMMaHit vy
KeHii?».

Ausaiin/MeToa/MAaH gocigkeHHA. BukopucTosytoumn dinocodito
No3WUTMBI3MY, B AOC/IAMKEHHI MPUMHATO MOACHIOBA/IbHUIA
AOCNIAHUIA  AM3allH  AnA  nepeBipku  rinotesn. OCHOBHUIA
iHCTpyMeHT 360py gaHuMX — CTPYKTypOBaHa aHKeTa, fKa
nepegbayasa AK 0cobUCTe, TaK I iHTEpaKTUBHE CMi/IKyBaHHA.
OTpuMaHo 247 BignoBigel Big MeHeaKepiB cepesHboi i BULLLOT
/IaHKM B 26 Ai04MX Te/NeKOMYHIKaLiMHMX KoMMaHiax y Kewii.
3acTOCOBaHO fAK OMUCOBY, TaK | /IOri4HY CTaTUCTUKY 3
BMKOPUCTaHHAM Komn'toTepHoi nporpamu SPSS ana aHanisy
AQHMX.

Pesy/bTaTn goc/igkeHHA. BctaHoB/EHO, WO iHHOBALiMHI KaHanu
30yTy iCTOTHO BM/IMBalOTb Ha KOHKYPEHTHy rnepeBary, B TOW
Yac AK peksama i pek/samMHi akLii He MatoTb iICTOTHOrO BN/MBY.
Lle p03BO/MIAE 3pOOUTM BUCHOBOK, LILO PUHKOBI iHHOBaL,T
CyTTEBO BM/IMBAIOTb Ha KOHKYPEHTHi repesaru
Te/NeKOMYHiKaLiMHMX KoMnaHin B KeHii.

MpakTuyHe 3Ha4YeHHA AocligkeHHA. Lum  gociigxkeHHAM
peKoMeHA0BaHO Te/NeKOMYHiKaLitHUM KOMnaHiamM
Ha/narogMTu CniBnpayto i MapTHepCTBO A/AA  CMpOLLEeHHA
CTBOPEHHA KaHaniB 306yTy Ha PWHKY, fAKi, AK BUABW/IOCH,
MOXYTb BM/IMBaTU Ha KOHKYPEHTHi nepesaru Komnawii. Kpim
LlbOro, PEeKOMEHA0BaHO PO3LUMPUTU OXOM/IEHHA  CXigHO-
adpUKaHCBKOrO  PWMHKY — Te/IeKOMYyHiKaLiiHoro  cektopa.
HagaHo ysaBaeHHA Npo HOBI KOMMaHii, AKi NPOABAAIOTL iHTEpec
£,0 periony.

OpwuriHanbHicTb/LiiHHiIcCTH/HayKkoBa HOBM3HA AOCAIAKEHHA.
[locnifKeHHAM A0BeAEeHO, WO MAPKETUHT i MPOCyBaHHA — He
Ti/IbKM HalBa)/MBIiLWi (PaKTOPH, IO CrPUAIOTb OCArHEHHIO
KOHKYPEHTHOI nepeBari, a/ie i KaHa/ 1 NOLLUMPEHHA.

Ob6meXeHHs pocnigxerHs/MepcnekTmsm NMoAANbLUIMX
Aoc/igxeHb. [LOCNiAKEHHA 3ITKHY/I0CA 3 0OMEXEHHAMM LLL0A0
HeobXigHOCTI BigBigyBaTH MicuA B nepioa naHaemii COVID-19,
Wo npusBeso A0 oObMexeHb BXOAY B MNpuMilleHHA. Bci
npoToko/un 6yan goTprmaHi, Wo6 nogoaaTH Lo nepeLukoay.
[leAki TeneKOoMyHiKaLiMHi KOMNaHii 3iTKHY/MCA 3 TpyAHOLLLaMU
B poboTi i, 0TXKe, He Mor/im 6paTtu y4acTb.

Tun cTaTTi. EMRipuyHuMii.

Kato4yosi c108a: KOHKYpEHTHi nepeBaru; pUHKOBI iHHOBaALLii; KaHa/M
pOo3noginy; Te/eKoMyHiKaLliiHa ranysb; pekiama.

O

tMexdyHapodHsili yHusepcumem CLUA e Adpuke,
Hatipobu, KeHus

UccnepoBaTenbckuii  Bompoc. /119 BbKMBAHWA Ha  pbiHKe

OpraHu3aLMu A0/MKHbl UMETb KOHKYPEHTHOE NMpeuMyLLecTBO,
4yTOObl Orepe)kaTb KOHKYPEHTOB. PblHOYHble WHHOBALMK
OCTAlOTCA  ABMXKYLLEN 110 BO/bLIMHCTBA  PbIHOYHBIX
paclMperuit U CTabuibHOCTU B YC/I0BUAX TYpOY/NIEHTHOCTU
MUPOBOW  SKOHOMMKKM.  K/aloueBoi  Bompoc — AaHHOro
uUccieaoBaHuA:  «BAMAIOT /M pblHOYHblE WMHHOBALMM  Ha
KOHKYpPEHTHOE  MPEeMMYLLECTBO  Te/1eKOMMYHMKALMOHHBIX
KOMMaHui B KeHnm».

Ausaiii/MeTtog/MaaH  uccaegoBanmaA.  Mcnonbsya  ¢unocodputo

NnosuTMBM3MA, B MUCCIEA0BaHUM MNPUHAT OOBACHUTE/IbHbIN
uccieaoBaTe/lbCKUA — AM3aliH A8 MPOBEPKM  TUMOTE3bl.
OCHOBHOM MHCTPYMEHT c60opa fAaHHbIX — CTPYKTYpUpOBaHHas
aHKeTa, B KOTOPOM MCMO/Ib30Ba/INCb KaK /IM4HbIE KOHTaKTbI,
TaK M MHTepaKTMBHOe oblueHune. [T0Ny4eHo 247 OTBETOB OT
MeHe/)KepOB CpesHero u BbiCLLIEro 38eHa B 26 AeMCTBYIOLLIMX
T€/IEKOMMYHUKALMOHHbIX ~ KOMMaHUAX B Kenuu. B
MCCI1eA0BaHNM UCMO/b30BaNacb Kak OMnucaTte/bHadA, Tak M
/ZI0rMYeCKan CTaTUCTUKA C UCMO/Ib30BAaHMEM KOMIMbIOTEPHOro
npunoxeHua SPSS ans aHaaM3a gaHHbIX.

Pe3yl|bTaTbl uccieaoBaHuA. yCTaHOB/‘IEHO, 4YTO MHHOBALMUOHHbIE

KaHazbl CObITa CYLECTBEHHO B/IMAIOT HA KOHKYpeHTHOe
NpenMmyLLecTBO, B TO BPEMA KaK peK/1ama U peK/samMHble akLum
He MMEIT CyLLeCTBEHHOrO B/IMAHUA. 3TO NMPUBE/IO K BbIBOAY,
YTO PbIHOYHbIE MHHOBALMM OKAa3bIBAIOT 3HAYUTE/IbHOE BAWAHME
Ha KOHKYpEHTHble MNpeuMMyLLecTBa Te/1eKOMMYHUKALMOHHbBIX
KOMMaHui B KeHnu.

FIpaKTquCKoe 3Ha4yeHue uccieaoBaHusA. 3Tum ncciegoBaHnem

PEKOMEHA0BaHO  Te/NeKOMMYHMKALMOHHBIM  KOMMaHWUAM
Ha/aauTb COTPYAHUYECTBO M MapTHEPCTBO A/A YNpOLLeHUA
CO34,aH1A KaHa/0B CObITa Ha PbIHKE, KOTOPbIE, KaK BbIABU/IOCH,
MOTYT OKas3blBaTb B/UAHME Ha KOHKYPEHTHble MpenmMyLLiecTsa
KOMMaHWii. Kpome TOro, peKoMeHA0BaHO pacLUMpUTb OXBaT
BOCTOYHOA(PPUKAHCKOrO  PblHKA  Te/1eKOMMYHWKALMOHHOMO
ceKkTOpa. /[laHO npeAcCTaBAeHME O HOBbIX KOMMAHUAX,
NPOABAAOLLMUX UHTEPEC K PErUOHY.

OpurMHanbHOCTb/LleHHOCTb/HayyHas HOBM3HA UCC/1ef0BaHUA.

NccnegoBaHmem A0Ka3aHO, YTO MAapKETUHT 1 MPOABUMMKEHUE —
He TO/MbKO  BaxHeMwme  dakTopbl, crnocobcTsyoWMe
AOCTMXKEHUIO KOHKYPEHTHOrO MpenmyLLecTBa, HO M KaHa/bl
pacnpocTpaHeHus.

OrpaHuyeHus nccaegosanus/llepcnekTusbl A3NbHENLLIMX

uccnegoBaHuii.  OrpaHWYeHUA UCC/e40BaHWA  CBA3aHbl  C
HeobXOAMMOCTbIO MocewaTb MecTa B Mepuoy NaHAemMun
COVID-19, 4TO NpUBE/IO K OrpaHNYEHUAM BXOAa B MOMELLEHUA.
Bce mpoToKo/bl BblM COBMIOAEHDI, YTOObI MPeoso/aeTb 3TO
npenATcTBme. HekoTopble T€/1IeKOMMYHUKaLMOHHblE
KOMMaHWU  CTO/IKHY/MCb  C  TPYAHOCTAMM B paboTe u,
c/ef0BaTe/IbHO, He MOI/IM Y4acTBOBaTb.

Tun cTaTbn. IMAMPUHECKUIA.

Knatouesvlie cnosa: KOHKYpeHTHOEe npenmyLiecTtsO; pPbIHOYHbIE

MHHOBALMM; KaHa/Ibl CObITa; Te/IEKOMMYHUKALMOHHAsA OTPac/b;
peknama.
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1. Introduction

competitive advantage as a superior position firms hold,

relative to their rivals, throughout their internal and external
firm activities (Trubnikov, 2019). Each firm establishes its own
competitive niche depending on the conditions that allow it to be
productive within that specific niche. Typical competitive
advantages within this study’s context includes marketing,
research and development, distribution network, customer
service, branding, and intellectual property among other
activities. To maintain the competitive advantage, firms establish
competitive sustainability to make it difficult for rival firms to
neutralize the advantage on a specific market (Ben-Hassine, 2019).

:: ompanies, irrespective of their industry affiliation, recognize

Market innovation is an additional dimension of modernization
that is thought of as the efforts and resources concentrated to
new sales methods in business. From the point of view of market
observers, such innovations typically remain key in a competitive
advantage for organizational market sustenance (Medrano &
Olarte-Pascual, 2016).

Innovations give a springboard to cost and differentiation
strategies as used by the most competitive players on the market
especially in the telecommunications sector. As pointed out by
Sitanggang and Absah (2019), the two strategies of cost leadership
and differentiation could separately lead to reduced competition
and product or service sustainability, creating more capital for a
market share increase. Once a competitor establishes a
stronghold of any innovation, the best strategy amongst these
two will test the sustainability of those innovations on the market
as attested by Bayraktar et al. (2017).

2. Theoretical background

function of innovativeness especially in terms of market

position as opposed to the traditional scientific
innovativeness of products or technologies (Anning-Dorson, 2018).
Due to the heavy investment required to build a market, firms
strictly keep tight but strict budgets for research and
development to sustain both present and future markets (Quaye
& Mensah, 2019).

C here is clear evidence that competitive advantage is a

To sustain a high level of market innovativeness for competitive
advantage requires an economy full of entrepreneurship. Major
examples of countries with high entrepreneurial marketing skills
include the USA, Japan, China, and Germany who have many
businesses in the global market, thus maintaining a sustainable
competitive advantage (Sutapa et al., 2017). Every marketing
innovation might not lead to an advantage, but through the main
strategies of cost leadership and differentiation, the competitive
advantage becomes achievable (Anning-Dorson et al., 2018).

High-level creativity, quality  services, segmentation,
customization, efficient distribution channels, and meeting
customers’ different needs, characterize both strategies. There
are three main sources of the competitive advantage for both
cost leadership and differentiation strategies. These include
technological innovations, skillful human resources and the
organizational structure of the firm (Porter & Kramer, 2019).
However, this is only possible if the firm has a strong internal
system of training and development of staff, while providing
motivation at the same time. This can be achieved through easy
learning systems, open appraisals, human resource best practices,
employment security, and employee participation that empowers
innovative action (Aghion et al., 2019).

As an innovative industry emerges, performance-driven
antagonism may be wild with the end goal that organizations
can't bear to expect measured designs because of the aggressive
and competitive nature of the industry (Muthu & Thangavelu,
2019). This study specifically chose the resource-based view

&0

theory as it resonates with market innovations that have defined
the market in the telecommunications industry. An innovative
market is a form of a disruptive innovation that is easily identified
with customers of a given firm, on a specific market.

2.1. Market innovation and

advantage

competitive

companies trying to create a niche in the market for their

products and services. According to Sun and Lee (2013), the
innovations that involve both designing and technology
enhancement present new products and services geared towards
a specific market and this continues to sustain the universal drive
for innovation.

C arket innovation has been driven by intense competition by

There is strong evidence that innovations focus on the market
aspect. A European study by Asimakopoulos and Whalley (2017)
brought out the link between market leadership and the
moderating effect of technological progress relating to mobile
firm performance. Based on technological forecasting theories,
the study explored the competitive advantage posed by those
firms that aim to be market leaders while riding on technological
innovations. The study used a 2-stage analytical design by first
applying Data Envelopment Analysis (DEA) to measure
performance in the telecommunication industry across Europe. In
the next stage of the analysis, the study bootstrapped the DEA
estimates through truncated regression to test the hypothesis.
The results from the analysis leads the researchers to conclude
that market leadership is a strong factor in a competitive
advantage while the moderation of technological innovations can
easily derail that leadership and even lead to the loss of market
leadership in the European mobile telecommunication industry
(Nashiruddin, 2019).

Lin, Lu and Chen (2018) «carried out a study on the
telecommunication market. Their focus was on the market
competition and regulating reforms as they relate to
technological innovations in the telecommunications industry.
The study empirically examined datasets using a time series
analysis from 122 countries in the period, 2010 to 2015, with the
aim of establishing the relationship between market leadership,
government regulation, and the moderating effect of
technological innovations. Lin et al. (2018) established that
technological innovations without market leadership cannot
improve the performance of telecommunication firms. They cite
regulation, industry market competitive advantage and the
pursuit of privatization as a key in determining the competitive
advantage of these firms. Berne et al. (2019) recommend the
strengthening of regulatory authorities in collaboration with
privatization exercises in order to protect markets from
technological innovations that are costly but do not add any value
to the market.

Promotional marketing in the telecommunications industry has
grown to large-scale activities. The study carried out by Yeboah-
Asiamah et al. (2016) focuses on the sales promotion that
telecommunication companies activate in Ghana, West Africa. The
study focuses on brand loyalty and the market innovation of lucky
draw sales promotion (LSDP). Using a descriptive design, the
study targets at a population of all lucky draw winners in Upper
Accra region of Ghana using a structured questionnaire, a sample
of 338 respondents via a convenient approach. Yeboah-Asiamah et
al. (2016) uses structural equation modeling for analyzing the data
in which the results indicate that LSDP strongly related to brand
loyalty in the market. The study further applies a 4-stage process
to determine the brand loyalty aspects that are influenced by
LSDP. The study results indicate that market innovations like LSDP
have a strong influence on the competitive advantage of a firm.
Similar results are reflected in neigboring Nigeria where Rejoice et
al. (2019) established that corporate imaging is a strong market
competitive advantage.
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Specific marketing firms affect the competitive advantage of the
telecommunication industry locally. The study by Adede et al.
(2017) focuses on electronic marketing known as e-commerce that
relates to the telecommunication industry in Kenya. Anchored in
the diffusion of innovations as well as the wheel of retailing
theory, the study applies a descriptive design approach targeting
at all telecommunications companies in Kenya. Adede et al. (2017)
utilize a semi-structured questionnaire to collect primary data and
extract secondary data from company reports and statistical
abstracts. The study analyzes data through the factor analysis and
regression modeling producing the results that indicate a strong
relationship between e-marketing and industry performance.
Compared to the studies carried out by Njeru and Kariuki (2019),
these results equally reveal that the competitive environment of
the telecommunication industry moderates strongly between the

Distribution channels:

- network development;

performance and e-commerce aspects. This implies that the
telecommunications industry should be keen on the e-commerce
practice while ensuring that competiveness is well maintained. In
conclusion, Adede et al. (2017) indicate that there is a possibility of
a firm failing to perform on the market even if they have some
excellent e-marketing platforms or if they do not have any
competitive advantage. This is also comparable to the study
by Laban and Deya (2019), highlighting the strategic approach to
marketing that focuses on innovation for competitive advantage
in marketing of the telecommunications industry. In order to
achieve the expected outcome, the current study seeks to find
out the distribution channels and promotional and advertising
activities in the telecommunications industry using a Likert scale
to a structured questionnaire as shown in Fig. 1.

- competitive p ricing.

Advertising and Promotions:

Competitive Advantage:

- market coverage;
- market share;

- internal firm skills;
— firm resources.

\ 4

- promoting campaigns;
- diverse advertising.

\ 4

Figure 1: Conceptual framework of market innovation and the competitive advantage of telecommunication companies in Kenya”

*Source: developed by the authors.
3. Research question

in order to stay ahead of the competition. Market innovation

has remained the driving force behind most market
expansions and stability in the turbulent nature of global
economies. The research question for the study thus was, “do
market innovations influence the competitive advantage of
telecommunication companies in Kenya?” Specific questions
guiding the study were:

:: o survive, organizations must have a competitive advantage

Q1: Do distribution channels have a significant influence on the
competitive advantage of telecommunication companies in

Q2: How do marketing promotions and advertisements influence
the competitive advantage of telecommunication companies
in Kenya?

4. Methods and data

he research methodology section covers the philosophy
@approach, the research design used, the population, the

sample selection, the research procedure, and data analysis
methods.

For the purpose of testing the study hypothesis, the variables are
operationalized with various dimensions and indicators as shown

Kenya? in Tab. 1.
Table 1: Operationalization of marketing variables and hypothesis testing”
Variables Dimension Indicator Key Authors
Independent Variables
Distribution Channels (X:) Procedural Disctcr)iiuct)ifocnh;nnerfgzds Asimakopoulos and Whalley (2017)
Advertising & Promotions Promotions Customer involvement Lin et al. (2018)

x)

Dependent Variable

Cost leadership &

Competitive Advantage (Y) differentiation

Market aggressiveness

Market coverage
Market share
Internal firm skills
Firm resources

May and Schedelik (2019)

*Source: completed by the authors.

4.1. Philosophical approach

he study adopted a positivist approach philosophy. Vouching
@for positivism, as a rejection of inputs of the observer or

unmeasurable world aspects, the aim is to portray this
philosophy in a position that holds that the goal of knowledge is
simply to describe the phenomenon that is experienced
(Dougherty et al., 2019).

&0

4.2. Research design

structure within which the research is conducted, it makes

up the outline of the data collection, measurement and
analysis. This study utilizes the explanatory research design by
Cooper and Schindler (2014), since it is useful in establishing the
relationship between variables.

C othari (2014) describes a research design as the conceptual
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4.3. Population and sample selection

companies licensed by the Communications Authority in

2018. Based on the market share, ten companies had a
market share of more than 97.5%, while the remaining ones had
less than 2.5% of the telecommunications market share in Kenya.
The sampling frame comprised 26 telecommunication companies
targeting  the management employees of  these
telecommunications companies. In 2019, the total number of
employees in the telecommunications industry in Kenya was
8,689 (CA Report, 2019; KNBS, 2020). The total number of
managers in each company varied and the company with a clear
percentage of managers was Safaricom at 17.6% (Safaricom
Report, 2019). The researcher worked with 30% of the total
population and the sample size was calculated using the Cochran
formula in two steps.

:: he target population comprised all 26 telecommunication

Z%pq
eZ

ng =

(™,

where:

no — Cochran’s sample size;

e - the desired level of precision (5% margin of error);

p - the (estimated) proportion of the managers to the population
is 30%;

q-(1-p).

In our case, Cochran’s sample size:

_1.96%:0.30.7 _ 392,60
07 o052 77
To obtain a higher confidence level, this equation was used to
modify the sample size:

o

n="m
N

(2),

1+

where:

no — Cochran’s sample size (322.69);

N - the population size of the telecommunication industry
(8,689);

n — the adjusted sample size.

In our case, adjusted sample size:

n= 322.69  _ 311
- (322.69-1) —
1+ 8689

4.4. Data collection tools

managers. The questionnaire had demographic information
and two constructs representing market innovations, that is,
promotions and advertising as well as distribution channels.

:: structured questionnaire was used to collect data from the

4.5. Pilot study

which 14 respondents from the companies participated and
were subsequently removed from the main field study. This
pilot study ensured the test of reliability and validity. The

C he study conducted a pilot survey prior to the full field visit in

&0

reliability test had Cronbach’s alpha of more 0.9 indicating good
reliability (Cooper & Schindler, 2014). The content validity was
attained by subject experts who evaluated the questionnaire and
were satisfied with the content while the construct validity was
attained by Average Variance Extracted (AVE) test which had of
more 0.5 threshold indicating the constructs account for at least
fifty per cent of the variance in the items.

A linear regression analysis model was used to test the research
hypothesis. The model was appropriate in order to get the
relation between dependent and independent variables.

Main hypothesis:

Ho: Market innovations have no significant influence on the
competitive advantage of telecommunication companies in
Kenya.

The two sub-hypotheses as
framework are:

outlined on the conceptual

How: Distribution channels have no significant influence on the
competitive advantage of telecommunication companies in
Kenya.

How: Marketing promotions and advertisements have no
significant influence on the competitive advantage of
telecommunication companies in Kenya.

5. Results

yielded the data that was run through various analysis

systems. The results of the findings are presented as follows:
demographic information of the respondents, the descriptive
statistics, the factor analysis, the correlational analysis and the
regression analysis. The main aim of all the above tests was to
lead to the conclusion that would eventually enable testing of the
study hypothesis. Although various methods could have been
used, the most viable quantitative technique used in analyzing
statistical variables was regression analysis. The aim of this
method generally is to explain or predict a value using known or
unknown variables. The regression analysis compares and
produces the results of both independent as well as dependent
variables. In order to have the results for both, there is a
representation given as R?, which represents the coefficient of
multiple determination. This determination is the exact
proposition of the variation between the dependent variable Y
and its explanation of the independent variables. Under normal
circumstances, this R? value is adjusted to explain the multiple
regression results.

:: ield visits to 26 telecommunications companies in Kenya

5.1. Demographic Information

311 questionnaires sampled, from mid and top-level

managers in 26 telecommunication companies in Kenya. That
was 79.4% of the target respondents. The total respondents were
56% male participants and 44% female participants. This shows a
50% gender balance in the management team in the
telecommunications industry.

C proportionate sampling yielded 247 responses, out of the

Most managers in the telecommunications industry were aged
between 24-35 years at 32%, followed by those aged 36-45 years at
26%, below 25 years old was at 15%, 46-55 year-olds was at 10% and
those over 55 years were the least at 1%.

Cumulatively, more than half of the managers were aged
between 25-45 years at 58%. Uniquely, 15% of the managers were
below 25 years old, which is different in other industries.
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5.2. Descriptive statistics

of questions (the second order constructs): distribution

channels, advertising and promotions. The mean of the
distribution channels constructs is 3.7 which, if rounding to zero
decimal places, is 4 (M=4).This shows that the managers ‘agreed’
on all the questions regarding distribution channels. Further, the
standard deviation (SD) value of all the questions is <1 and the
skewness (Skw) is negative. The mean of the marketing
promotions and advertisements constructs is 3.8 which, if
rounding to zero decimal places, is 4 (M=4). This shows the
managers ‘agreed’ on all the questions regarding marketing
promotions and advertisements.

:: s indicated in Tab. 2, the independent variable has two sets

Further, the standard deviation (SD) value of all the questions is <1
and the skewness (Skw) is negative. This shows a high level of
consensus among the respondents on the level of agreement
regarding the ‘marketing promotions and advertisements’
constructs.

Table 2: Mean and standard deviation of market innovation
constructs (distribution mid and advertising MIA)”

N Mean S_t d'_ Skewness std. Error of
Deviation Skewness
MID 247 3.6977 0.44724 -0.487 0.155
MIA 247 3.8731 0.69915 -0.452 0.155

*Source: calculated by the authors.

5.3. Inferential statistics

findings in the initial analysis using descriptive statistics. This

enables further insights into the analytical approach to the
study findings thus necessitating inferential statistics. It also
provides real predictability of the population and in particular the
determination of occurrence of a phenomenon by chance or
design. This study in particular heavily relies upon the inferential
statistics since the nature of innovation plays a big role in the
basic design of destructive changes.

C he main focus of inferential statistics is to cement the

5.4. Factor analysis on market innovation

n exploratory factor analysis (EFA) is performed using the
@principal component analysis. The exploratory factor analysis

is performed to: extract the pattern matrix that informs the
viability of constructs included in the study; identify the questions
on each matrix; and determine the strength of sampling
adequacy. The questions that do not apply to the matrix are
dropped.

As indicated in Tab. 3, the Kaiser-Meyer-Olkin of sampling
adequacy is 0.646. Bartlett’s test of Sphericity is significant at
X3(15,N=247)=394.316, p<0.05. This output shows the
independent variable factors are adequate for extraction since
Kaiser-Meyer-Olkin measure is greater than 0.6 and Bartlett’s test
is significant (p<0.05).

Table 3: Test of KMO and Bartlett's on market innovation®

Kaiser-Meyer-Olkin Measure of Sampling

Adequacy 0-646
Bartlett's Test of Approx. g?l-Square 39‘1"5316
S Sig. 0.000

*Source: calculated by the authors.
5.5. Correlation analysis

relationship between market innovations as the independent

variable and competitive advantage as the dependent
variable. As indicated in Tab. 4, there is a statistically significant
correlation between the independent variable constructs
distribution channels, and advertising and promotions
r(247)=0.164, p<0.05.

:: he correlation test is conducted to test the significant

On the relationship between the independent variable constructs
and the dependent variable, there is a significant relationship
between the distribution channels and competitive advantage
r(247)=0.236, p<0.05. However, there is no significant correlation
between advertising and promotions and competitive advantage
r(247)=0.114, p>0.05.

Table 4: Correlation between market innovation and competitive advantage”

e Advertisi d -
Distribution channels ver |5|r3g an Competitive advantage
promotions
Distribution Pear.son Cor.relatlon 1
Sig. (2-tailed)
channels
N 247
Advertising and Pear.son Cor.relatlon 0.164 1
. Sig. (2-tailed) 0.010
promotions
N 247 247
P lati .236™ 8
Competitive ear.son Cor.re ation 0.236 0.114 1
Sig. (2-tailed) 0.000 0.075
advantage
N 247 247 247

*Source: calculated by the authors.
“Note: correlation is significant at the 0.01 level (2-tailed).

5.6. Heteroscedasticity test of market

innovation and competitive advantage

are concentrated within a specific area forming a pattern. It

shows a higher level of similarity on the distribution of
market innovation as the independent variable and competitive
advantage as the dependent variable hence homogenous. In the
regression model, a market innovation fits to predict the
competitive advantage.

:: s indicated in Fig. 2, the scatterplot output shows the spots

&

5.7. Regression Analysis

that the influence of market innovation on the competitive

advantage of telecommunication companies in Kenya is
statistically significant, R?=0.047, F(1,245)=13.251, p-value<o.05.
This shows that 4.7% of the competitive advantage of
telecommunication companies in Kenya is attributed to market
innovation while the remaining 95.3% can be attributed to other
factors not included in the study and the error term.

:: ab. 5 shows the model summary results. The output indicates
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Scatterplot

Dependent Variable: competitiveness_2
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Figure 2: Heteroscedasticity of Market Innovation on Competitive Advantage*
*Source: built by the authors based on their own calculations.
Table 5: Model summary*of market innovation on competitive advantage™
Adjusted Std. error Change statistics
Model R RS e . -
quar R Square of the Estimate Rsquare change  F change df1 df2 Sig. F change
1 0.227"" 0.051 0.047 0.41680 0.051 13.251 1 245 0.000
*Note: Predictors: (Constant), Market innovation.
**Source: calculated by the authors.
““Note: Dependent variable: Competitive advantage.
5.8. Regression coefficient of market where:
innovation on competitive advantage Y - competitive advantage;
By — constant;
s indicated in Tab. 6, the market innovation significantly B; - market innovation;
predicts  the  competitive  advantage of  the £ — errorterm.
telecommunications companies in Kenya (8=0.227, t=3.640,
p<0.05). This specific result leads to the rejection of the null Inour case:
hypothesis and the acceptance of the alternative hypothesis that
market innovation has a significant influence on the competitive Y=2.644+0.227X+0.060

advantage of telecommunication companies in Kenya.

The model shows that the unit increase in the market innovation
increases the competitive advantage of the telecommunications
companies in Kenya by 0.227. The study, thus, rejects the null
hypothesis and accepts the alternate hypothesis of the study that
market innovation has a significant effect on the competitive
advantage of telecommunication companies in Kenya.

The study derives the model for market innovation and
competitive advantage based on a simple regression model:

Y=00+pBixi+e¢ B3),

Table 6: Market innovation regression coefficient” on competitive advantage™

Unstandardized Coefficients Standardized Coefficients A
Model T Sig.
B Std. Error Beta
. (Constant)™* 2.644 0.228 1.614 0.000
Market innovation™ 0.217 0.060 0.227 3.640 0.000

“Note: Dependent variable: Competitive advantage.
**Source: calculated by the authors.
“*Note: Predictors: (Constant), Market innovation.

The qualitative themes that emerge from the study are teamwork and flexible bright marketing ideas. Other strategies include
and marketing strategy. In teamwork, the key aspects are positive impact on the society, and establishing a strong brand in
creativity, awareness of market forces, increase in a customer the industry. This indicates that companies employ various
base, strong market skills, expansion of a marketing team, good strategies to remain competitive in the market.

leadership on the marketing team, use of a special marketing

team and market positioning. Main hypothesis of study: Ho: Market innovation has no significant

influence on the competitive advantage of telecommunication
As for the strategy used, the aspects listed are: adequate companies in Kenya.
marketing adoption, synergies in the industry, smart advertising,

flexibility on the cost and marketable plans, aggressive marketing, The two sub-hypothesis based on the two constructs of the study

as outlined on the conceptual framework are:

How: Distribution channels have no significant influence on the How: Promotions and advertisements have no significant influence
competitive advantage of telecommunication companies in on the competitive advantage of th telecommunication
Kenya. companies in Kenya.

&
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Tab. 7 shows the model summary of the hypothesis. The output
indicates that the unit influence of distribution channels on
competitive advantage is 2.7% (R*=0.027, p<0.05) and the unit
influence of promotions and advertisements on competitive
advantage is 3.3% (R*=0.033, p<0.05). In each model, the unit
summary is less than 5%. The linear regression of the combined
constructs to present the market innovation shows that the unit
influence of market innovation on competitive advantage is 9.1%
(R*=0.091, F(1, 245)=24.521, p<0.05). However, the unit of influence
is less than 10%.

To sum up, the regression model shows that the market
innovation significantly predicts the competitive advantage of
telecommunication companies in Kenya (6=0.227, t=3.640,
p<0.05). It shows that a unit increase in the market innovation
increases the competitive advantage of the telecommunication
companies in Kenya by 0.227. From this, the null hypothesis of the
study is rejected and the research concludes that market
innovation has a significant influence on the competitive
advantage of telecommunication companies in Kenya.

Table 7: Model Summary of Independent Variable on Competitive Advantage”

Distribution Channels

Advertising & Promotions

Competitive Advantage

R 0.164
R Square 0.027
Adjusted R Square 0.023
Std. Error of the Estimate 0.42215
R Square Change 0.027
F Change 6.743
df1 1
df2 245
Sig. F Change 0.01

0.182 0.156¢
0.033 0.024
0.029 0.02
0.42079 0.42265
0.033 0.024
8.381 6.146
1 1

245 245
0.004 0.014

*Source: calculated by the authors.

6. Discussion

hypothesis Ho: market innovation has no significant influence

on the competitive advantage of telecommunication
companies in Kenya. It has the implication that market innovation
has an influence on the competitive advantage of
telecommunication companies in Kenya. The results of this study
are also in agreement with previous studies carried out by others.
Asimakopoulos and Whalley (2017) found that market leadership
was key to acquiring a stable competitive advantage. This is an
opportunity for such a firm to have a stronghold of the market in
terms of a customer base and retained branch shares. Market
innovations, thus, improve the position of the firm’s competitive
advantage at all levels. Similarly, Lin et al. (2018) support the
proposition that market innovation is a disruptive design that can
ensure firms’ competitive advantage. Specifically, there is an
observation of a marketing innovation strategy that includes
various aspects like learning orientation as well as firm
entrepreneurship while observing research and development
innovation strategies. In essence, this leads to marketing
performance. As observed in other studies, a firm can have
influence of new product development with customer
responsiveness leading to marketing effectiveness and marketing
advantage (Wonyra, 2018). The scholars also established that
market performance was greater in the companies with high
innovations and those firms, which aimed at understanding the
strategies employed by leading firms in the market. The scholars
recommended that as markets transform and grow, organizations
should be able to design the strategy that will be appropriate for
their market in order to maintain their competitive positions.
Locally, there are scholars who also support the view that market
innovations play a key role in influencing the competitive
advantage of a firm. Adede et al. (2017) in their study conclude
that development techniques and e-commerce play an important
role in the market innovativeness of a firm. When the two are well
developed, the innovative market will lead to the competitive
advantage of the firm.

:: he key research question produces the results that reject the

On the contrary, there are scholars whose study results are
contrary to the findings of the current study. Yeboah-Asiamah et al.
(2016) established that market innovations can only work in
specific zones and that not all firms understand the best market
for their products as found in the study focusing on a specific area
of Ghana. This has the implication that market innovations cannot
be a guarantee for a competitive advantage unless the firm

O

completely gets its bearings correct in the market. It also means
that the market is not easy to manipulate through innovativeness
due mainly to costumers’ loyalty over the long term. The scholars
for the Ghana study also point out in their conclusions that
market innovations are only applicable to specific products and
services. Lin et al. (2018) criticize the reliance on market
innovations as temporary in measure since customers especially in
the telecommunication companies’ market are very sensitive to
other features including technology and the actual product that
the market is offering. The scholars add that people’s peculiar
habits can also make it difficult for any market innovativeness to
work. This implies that innovative markets will not change the
perception of the consumers and hence no competitive
advantage will be achieved in the short- or long-term.

In terms of theory, several scholars including Anning-Dorson
(2018) and Sutapa et al. (2017) theorize that the key to any market
competition by an organization in the face of innovations is not to
protect itself, but to fully face the innovative changes. This is a fair
practice and it requires collaborations and partnerships with a
view to sharing innovations in one way or another in the face of
stiff competition amongst the industry players. The key issue
according to Bansal et al. (2019) is how this market accommodates
the innovations; meaning that individual companies cannot shy
away from adopting the introduced innovations.

7. Conclusions

a significant influence on the competitive advantage of the

telecommunications companies in Kenya. There are cases in
the telecommunications companies in Kenya where specific
markets are meant for specific clients but in general, all types of
markets in Kenya remain active due to the good marketing
strategies employed by the dominant firms on respective
markets. The low-end markets catering for low-income earners
use the technological innovations to keep their low-end markets
very active. Similarly, the high-end markets remain vibrant
following incentives that keep their customers happy. The study
observes that both markets make specific telecommunication
companies remain on top of their group and hence the intensity
of maintaining the markets remains high. It is, therefore, fair to
conclude that the market innovation of the telecommunication
companies in Kenya maintains a strong push in retaining
competitive advantage most of the time.

:: eneral study findings indicate that the market innovation has
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7.1. Recommendations and Implications on
Policy, Limitations, Theory and Practice

influence on  the  competitive advantage  of

telecommunication companies in Kenya. From the findings, it
is recommended that players in the telecommunications industry
can work in cohesion to better understand the Kenyan market
and thus avoid the collapse of smaller or larger firms as has
happened to some. It is also suggested that there can be a
partnership of firms in the market together with the government
in opening up regional markets instead of each firm seeking its
new market in the very competitive telecommunication
companies’ market in the East African region. There is also a
positive suggestion that the government should continue
sponsoring students especially, in the study of technology
markets, to the countries that are very advanced including, the
Tiger nations of Korea, Hong Kong, Taiwan, as well as both
European and the competitive Indian sub-continent. The study is
limited to the telecommunications industry and a deep dive in the
health sector would provide new marketing innovations to curb
the inefficiencies in contact tracing, quarantine management and
home follow-ups for COVID-19 patients.

:: s indicated in the study findings, market innovation has an
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BuBuyeHHsA 3B’A3KIB A2 po3pobKu
HaLiOHa/IbHOT €KOHOMIYHOT MO/ TUKU

AdxinpadaHa Ceazimof,
Aanz Api6asat

t/lepmasHuli piHaHcosuli nosimexHiyHUl iHcmumym
(STAN), Minicmepcmso ¢iHaHcis,
Axakapma, IHOoHe3is

MeTa po6oTU. KpUTMYHO BMBYMTM 3B'A3KM AK
($opMyBaHHA €KOHOMIYHOI MO/ITUKM IHAOHES3iI.
Ausaitn/MeTtopa/MNAaH gocaigkeHHA. CTaTUCTUYHUIA aHani3 MPAMUX
3B'A3KIB rasy3ei NPOMUC/I0BOCTi Ta BHECKY CEKTOPIB y YMCTUI
EKCMOPTHUI  A0Xif, CTBOPEHHA 3alHATOCTI Ta CTBOPEHHA
A,0/4aHOT BapTOCTi BUPOBHULTBA IHAOHESIT y nepiog MixK 1995

Ta 2005 poKamu.

Pesy/bTaTn goc/igxeHHA. [104iTUKa, 3acCHOBaHa Ha MiXranyseBux
3B’A3Kax, Oy/sa noluMpeHoo i 3acTocoByBasachb y GaraTbox
KpaiHax, Wo po3BuBalOTbCcA. YpAg IHAoHesii  yacto
3anpoBajKyBaB  MO/ITMKY, 3acHOBaHy Ha  3B'A3Kax.
BcTaHOB/IEHO, L0 CEKTOP 3 BUCOKUMM 3B'A3KaMM He 3aBXKAM
3abe3neyye 6isbluMii BHECOK B eKOHOMIKY. Y nepiogi
AOC/IAKEHHA CEKTOPU 3 HWXKYMMM TMPAMMMMK  3B'A3KaMu
CYTTEBO CMPUAN YUCTUM NPUOYTKaM Big ekcnopTy IHAoHesil,
CTBOPeHHIO poboumnx Mmicub Ta gogaHii BapTocTi. OgHaK ue
AOC/IAKEHHA He 03HAYaE, WO BMCOKI 3B'A3KM moraHi. Y ubomy
AOCNIAKEHHI CTBEPAKYETbCA, WO MO/AITUKAM TakoX Tpeba
BPaxoBYBaTH iHLWi GaKTOPH, KPiM BigHOCKH.

MpaKTUYHe 3HAYeHHA AOC/IMKEHHA. Pe3y/bTaTu aHanidy 3B'A3KiB
aianbHoCTi [HAOHE3IT B ranysAax MpOMMCAOBOCTI 3 1995 Mo
2000 pp. CBig4aTb, WO TNO/ITMKA, WO 6asyeTbcA Ha
B33aEMO3B'AI3KaxX, Taka AK Mo/iTMKa 3abesneveHHa 6inblioi
BHYTPILUHBbOT A0A4aHOI BapTOCTi, HEOOrpyHTOBaHa, Ta HeMae
HeoOXiA4HOCTi 3aHaATO aKLLeHTYBaTH yBary 40 NpAMUX 3B'A3KIB
nig, 4ac GopMyBaHHA NOAITUKM.

OpwriHanbHicTb/LjiHHicTb/HayKOBa HOBM3HA  AOC/KiAXKEHHA. Y
LIbOMY AOC/iAMEHH MigKPeCNtOETbCA, WO BCi PakToOpH, AKi €
6e3nocepeaHiMu Npu GopmyBaHHI EKOHOMIYHOT MOAITUKM, CAig,
PO3r/Aa4aTu AK NOPIBHA/LHI nepesaru.

KpuUTepito

Ob6meXeHHs pocnigxerHs/MepcnekTmsm noAasbLUMX
AOCAigKEeHb. Y HACTYMHUX CTATTAX AOUI/IBHO KPUTUYHO
BMBYMTM  OCHOBHi  MaKpOEKOHOMIiYHi  MOKasHWKK, L0

A,03BO/INTb OLIHATU aKTYa/IbHICTb | BUCOKY 3/1iMCHEHHICTb 3MiHM
abo TpaHcdopmaL,ii EKOHOMIYHOT MOAITUKM IHAO0HEsiT.

Tun cTaTTi. EMRipuyHuMii.

Kntouosi croea: mixranysesi 38’A3ku; Ypag, IHA0OHe3(i; BUpo6/1eHHsA
NOAITUKM; @KCNOPTHUIA AOXia,.
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M3yyeHune cBA3el 414 pa3paboTKu
HaLMOHA/IbHOI SKOHOMUYECKOI NO/IMTUKM

AdunpadaHa Ceasumo’,
Aanz Apubasat

trocydapcmeerHeiii puHaHcosbili nosumexHuyeckul
uHcmumym (STAN), MiHicmepcmeo diHaHcis,
Awcakapma, MHOOHe3us

Lenb paboTbl. KpUTMHECKM M3Y4WUTb CBA3M Kak KpUTepuid npu
$OpPMMPOBAHUM SKOHOMMYECKOM NMONUTUKM UHAO0HE3UM.

Aunzaiin/MeToa/laaH  uccaegoBanus. CTaTUCTUYECKUMIM  AQHA/M3
NPAMbIX CBA3EM MeXAy OTPac/IAMMU MPOMBILLIEHHOCTU U UX
BK/1Iaga B UYMCTYIO SKCMOPTHYIO BbIPYYKY, CO34aHue paboumx
MecT M co3gaHve  gobaB/ieHHOW  CTOMMOCTM B
ob6pabaTbiBatoLLLell TPOMBILL/IEHHOCTU MHAOHE3MM B Nepuog, ¢
1995 Mo 2005 rog.

Pesy/bTaTbl  uccregoBaHuA.  [O/MTMKA,  OCHOBaHHaA  Ha
MEKCEKTOPa/IbHbIX CBA3AX pecypcos, LLIMPOKO
pacnpocTpaHeHa U peasM3oBaHa BO MHOMMX Pa3BUBAIOLLIMXCA
cTpaHax. [lpaBuTe/bCTBO  MHAOHE3MM  4acTo  BBOAW/IO
MO/MTUKY, OCHOBAHHYIO Ha CBA3AX. YCTaHOB/IEHO, YTO CEKTOP C
BbICOKMMW CBA3AMM He BCerga BHOCUT 6O/bLIMI BKAag B
SKOHOMMKY. B TeyeHue nepuoga MCCieA0BaHUA CEKTOPbI C
60/1€e HWM3KUMU MPAMBIMM CBA3AMU BHEC/M 3HAYMTE/bHbIN
BK/1af, B YUCTYIO SKCMOPTHYIO BbIPYYKY MHAOHE3MM, CcO3aaHue
pabounx MecT U g06aB/lEHHYI0 CTOMMOCTb. OgHako 3TO
1Cc/1eq0BaHNe He O3HaYaeT, YTO BbICOKME CBA3M — 3TO M/IOXO.
B 3TOM wWcCeqoBaHWM YTBEPKAAETCA, HYTO AUPEKTUBHBIM
opraHam TaK»e c/eayeT NPpUHUMMaTb BO BHUMaHWe U aApyrue
¢$aKTopbl, TOMUMO B3aMMOOTHOLLEHUIA.

MpaKkTUyeckoe 3HaYeHMe WCC/IeAOoBaHUA. Pesy/bTaTbl aHa/aM3a
cBA3eit nokasarteseit MHAOHE3MM B OTPAC/IAX € 1995 MO 2000
[T.  MOKasblBalOT, 4TO  MO/NWMTMKA, OCHOBaHHaA  Ha
B3aMMOCBA3AX, TaKad KaK Mo/WTMKa no obecneyeHuto
bo/bluelt  BHYTpeHHell  A00aB/IeHHOM  CTOMMOCTHM,  He
onpaB4aHa, M  HeT  HeobXOAUMOCTM  3HAYUTe/IbHO
aKLLeHTMPOBaTb BHMMaHWe Ha MpAmMble CBA3M B paspaboTke
MONMUTUKM.

OpuruHaabHocTb/LieHHoCcTb/HayuHas HOBM3HA ucCieaoBaHus. B
AaHHOM WCC/ef0BaHUM NMOAYEPKMUBAETCA, YTO BCe (aKTopbl,
HernocpeacTBEHHO  BAMAOWME  Ha  (OpMY/MpOBaHUe
SKOHOMMUYECKOM MOAUTUKM, C/edyeT paccMaTpuBaTb Kak
CpaBHUTE/IbHbIE MPenMYyLLIeCTBa.

OrpaHuyeHus nccaegosanus/llepcneKkTUBb AaNbHENLINX
uccnegoBaHuii. B crepyowmx  ctaThAx  Le/secoobpasHo
KPUTUYECKM  U3Y4UTb  OCHOBHbIE  MAaKPO3KOHOMMUYECKue
roKasaTteu, YTO NO3BO/IUT OLEHWUTb aKTya/IbHOCTb U BbICOKYIO
OCYyLL,EeCTBUMOCTb M3MeHeHUA nnm TpaHcpopmaumm
3KOHOMMWYECKOM NONNTUKMN UHAO0HE3NN.

Tun cTaTbu. SMNUPUYECKUIA.

Knaiouesble cnoea: mexoTpacneBble CBA3M; [1paBUTE/ILCTBO

MH/0He3UK; co3gaHue NONUTUKM; SKCMOPTHBIN 40X0A4,.
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1. Introduction

very popular among developing countries as a policymaking

tool. As a result, the policies based on domestic backward
and forward linkages are rapidly being implemented in these
countries. Linkages-based policies go by many names, such as
import-substituting  industries, increasing  value-added,
beneficiation, and promoting "downstream" industries
(Hausmann, Klinger, & Lawrence, 2008). ISI is a policy based on
domestic backward linkages, while others are based on domestic
forward linkages.

:: ntersectoral input linkages ('linkages' for short) have been

In Indonesia, the policies based on backward linkages have also
been popular. For example, Indonesia pursued import-
substituting industrialization (ISI) during 1970-1985. During this
period, state-owned enterprises played an important role by
establishing new plants or expanding existing factories' capacity
in the iron basic/steel, oil refining, and non-ferrous metal sectors.
On the other hand, the private sector drove the ISI in the yarn
spun and transport equipment sectors (Ishida, 2003). In the next
decade, Indonesia implements beneficiation (based on forward
linkages). This regulation states that all minerals that are being
extracted from Indonesian soil need to be processed further
before being exported. The policy aims to ensure that the
exploitation of mineral resources from Indonesian soil provides a
higher contribution than before. Implementing this regulation is
expected to benefit the Indonesian economy, mainly by giving the
domestic economy cheaper input. Hence, domestic industries are
expected to grow faster (Dudley, 2004; Kim, 2010; Price & Nance,
2010).

The idea of the policies above is in line with the strategy offered
by Hirschman (Hirschman, 1958). He initially points out that
focusing the economic development on a highly forward linked
sector, such as the iron and steel manufacturing sector, will have
a larger effect on the economy by increasing domestic value-
added and stimulating a downstream industry. However, the
forward linkages-based policy, especially in the form of export
restriction of unprocessed strategic material, is still questionable.
Even though some scholars above find that this policy is
beneficial, others conclude that it harms the economy (Kishor,
Mani, & Constantino, 2004; Gellert, 2005; Resosudarmo & Yusuf,
2006). Generally, they have found that the policy causes a decline
in net export earnings and employment generation. Moreover,
some scholars also argue that traditional comparative advantage
factors play more roles in determining patterns of growth rather
than linkages. Therefore, they conclude that this kind of policy is
fundamentally flawed (Riedel, 1975; Athukorala & Santosa, 1997;
Hausmann et al., 2008).

Despite these concerns, in Indonesia, the policies based on
linkages are rarely questioned by the researcher. Perhaps because
of the consensus among decision-makers and researchers about
linkages' appropriateness as a tool for policymaking (Athukorala &
Santosa, 1997). Therefore, the policy based on the linkages has
always been embodied in Indonesia's five-year development
planning (Repelita), from Repelita IV (1984/85-1988/89) until the
latest Repelita (2009-2014) (Kementerian Perindustrian, 2012).

This research aims to provide another piece of evidence about the
use of linkages as a tool for policymaking. Unlike the previous
study by Athukorala & Santosa (1997), this essay examines the
relationship between the sector's forward linkages and the
sector's contribution to net export earnings, employment
generation, and value-added creation. This essay applies input-
output analysis to examine the relationship by utilizing three of
Indonesia's 10 (Input-Output) tables between 1995 and 2005. The
researcher chooses the project of investment and financial
support beginning from 1995, 2000 and 2005. Since the 10 table
consists of 66 industrial sectors, it is sufficient for this research as
this research focuses only on examining the average historical
trend of forward linkages and comparing sectoral performance.

&0

2. Theoretical background

growth theory proposed by Hirschman (1958) and Singer

(1958). They argue that unbalanced growth should be
deliberately created to foster an economic growth in developing
countries. They believe that this idea is suitable for developing
countries since most developing countries are limited in terms of
resources and capital. Furthermore, due to limited resources and
money, developing countries can only afford to finance one major
project or one primary industry. They believe that one primary
industry, which will create imbalances, can increase demand from
other domestic industries and increase supply to other domestic
industries.

:: he concept of linkages was grounded by the unbalanced

In line with Hirschman, other proponents of the unbalanced
growth theory also argue that imbalances will stimulate the
pressure required to induce investment (Meier, 1976; Weber &
Shaikh, 2020). To demonstrate the unbalanced growth theory's
potential, especially in determining the most effective industries
as a leading power to push other industries, Hirschman (1958) uses
the concept of Linkages. He explains that the way an industry
affects other sectors can be measured from its backward and
forward linkages.

Using the concept of linkages above, Hirschman (1958) proposes
an idea which implies that the industry with the highest linkages
should be selected to create the imbalances. He reveals that the
imbalances will create a "big push" to other industries. A study
conducted by Hirschman himself finds that iron and steel
manufacture had the highest total linkages; meanwhile
agriculture had the weakest total linkages. Determining the
highest linked industry can only be conducted by empirical studies
using an input-output model. One reason is because the industry
with the highest linkages may vary for each country and for each
time (Ezeala-Harrison, 1996).

The idea of using linkages as a tool to pick the highest linked
industry has been very popular among developing countries as a
ground to formulate a policy (Ngan et al., 2019; Hauge, 2020;
Kwatra et al., 2020). One well-known policy, based on choosing a
manufacturing sector with the highest backward linkages, is
import-substitution industrialization (ISI). Most of the ISI is
implemented by encouraging domestic industries to produce
finished goods that were previously imported. Recently, the
policy based on backward linkages such as ISI has been widely
abandoned by most developing countries. The main reason is
because the policy, which is usually combined with several central
governments planning, is viewed as a policy that leads to
stagnation and macroeconomic crises (Bruton, 1998).

In contrast with backward linkages-based policies, the policies
based on forward linkages are still popular among developing
countries (van Neuss, 2019). The forward linkages-based policies
are established under various types and names, such as increasing
domestic value added, promoting downstream industries, or
beneficiation (Hausmann et al., 2008). These kinds of policies
mainly aim to encourage and promote domestic industries to
process the raw material that has been exported before. The
policy is based on the idea that shifting the industry from a raw
material exporter into a high value-added goods exporter can
increase net export earnings and generate more employment.
The increase in output for the selected sector will also provide
additional supply for other domestic industries, increasing the
output for overall industries. These policies are mostly
implemented by restricting export for unprocessed raw material

and allocating this raw material as input for domestic
manufacturing industries.
The policy based on forward linkages, especially export

restriction, can be found in many developing countries. The
Solomon Islands has imposed export taxes on unprocessed
timber and fish, while Ghana and Gabon maintain log export
restrictions to promote downstream processing. In the mining
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sector, Zambia is trying to increase their domestic value added in
the manufacturing sector of copper and other metals by
restricting the export of related raw materials (Terheggen, 2011).
Also, Botswana is trying to limit the export of diamonds so that
raw diamonds can be processed further within domestic
industries. However, recently Botswana has removed this barrier
(Korinek, 2014). In developed countries, one example is provided
by Australia where the Australian government intends to increase
the value-added of their uranium by encouraging downstream
processing. Empirical studies that evaluate the linkage-based
policy produce mixed results. Those who conclude that this policy
benefits find that the policy may benefit the economy in two
ways. First, this policy will lower prices of raw materials and
provide a comparative advantage for domestic industries. These
domestic industries can receive more profit, and more growth can
be contributed to the economy. Secondly, the growth of
domestic industries will need more employees to run their
business. Therefore, more work opportunities are available in the
economy (Dudley, 2004; Kim, 2010; Price & Nance, 2010). However,
other scholars find opposite results. They conclude that an
increase in value-added, net export earnings, and employment
generation are not efficiently achieved. Some find that these
kinds of policies may lead to a shrinkage in production since low
domestic price provides less incentives for existing companies to
produce and invest (Kim, 2010; Korinek & Kim, 2011). Another
researcher expresses concern since it might take some years
before domestic industries become internationally competitive
(Goodland & Daly 1996 cited in (Fooks, Dundas & Awokuse, 2013)).
Also, there is an indication that the policy may exacerbate the
unemployment problem in developing countries (Dean &
Gangopadhyay, 1997; Gilbert & Wahl, 2001; Kishor et al., 2004). Past
studies regarding the linkage-based policy in Indonesia have
generally found that export restriction on logs, applied in the
1980s, induced the growth in plywood and sawn wood industries,
and generated higher profit from the forestry sector during 1979-
1989 (Lindsay, 1989; Togu Manurung & Buongiorno, 1997; Gellert,
2005). Nevertheless, these studies have also found that timber
export restriction caused negative net exports from plywood and
sand wood. In addition, other research found that even though it
might provide more job opportunities in the long term, the
generation of employment will plummet in the short term.
Therefore, it was considered as not being beneficial (Aziz 1992 in
(Lo & Akrasanee, 1992; Resosudarmo & Yusuf, 2006)).

While the economic impact of the policy is unclear, the policies
are argued to be fundamentally flawed. Athukorala and Santosa
(1997) argue that emphasizing linkages for policymaking is
fundamentally flawed because it does not suit the traditional
factor proportion considerations and ignores a comparative
advantage. Riedel (1975) also argues that the existence of high
linkages as a single criterion is not sufficient to ensure that
induced mechanisms will be created. Furthermore, Hausmann et
al. (2008) argue that linkages-based policies, rather than using a
systematic analysis, are based only on logic, anecdotes, and self-
evident truth. They explain that the policy is based only on a belief
that it is a natural and logic way to obtain more profit.

3. Problem statement

links as a criterion in shaping Indonesia’s economic policy

and to evaluate the relationship between sectors' forward
linkages and sectors' contribution to net export earnings,
employment generation, and value-added creation of Indonesia's
manufacturing.

C he purpose of this research is to study critically examines

4. Methodology and Data

he methodological basis of the study is the basic tools,
@strategic goals of interdisciplinary relations between
countries. Feedback-based policies are popular for
Indonesia. The used method is an analysis, synthesis, process

O

modelling, and statistical generalization. The only way to compute
the linkages and decide which sector of industries has the highest
linkages is by conducting an input-output analysis (Ezeala-
Harrison, 1996). This research conducts an input-output analysis
using the Indonesian IO table. There are two reasons why using
the Indonesian 10 table is relevant. First, the Indonesia 10 table
separates the number of imports in the intermediate input matrix.
This is useful in computing the total net export earnings. Second,
Indonesia has frequently implemented the policy based on
linkages. Therefore, it is essential to see whether this kind of
policy is warranted or not. In this research, three Indonesian 10
tables (1995, 2000, 2005) are used. Each 10 table classifies the
Indonesian industries into 66 industrial sectors. The 10 table,
which consists of 66 industrial sectors, is sufficient for this
research since this research focuses only on examining the
average historical trend of forward linkages and comparing
sectoral performance. In the future, this research can be
improved using a more disaggregated table. The methodology
used in this research involves examining the relationship between
sectors' forward linkages and sectors' performance in the
Indonesian manufacturing industries. This essay focuses more on
the manufacturing sector for two reasons. First, the
manufacturing sector is viewed to have higher forward linkages,
and Hirschman himself found that iron and steel manufacturing
had the highest linkages among all. Second, it is more suitable to
compare the iron and steel manufacturing sectors' performance
with other manufacturing sectors rather than compare it with the
non-manufacturing sector. Sector performances are measured by
their contribution to net export earnings, employment creation,
and value-added generation. These three criteria are variables
that are targeted by the increasing domestic value-added policy in
Indonesia.

4.1. Measuring Forward Linkages

is using Leontief model. In the 10 table, the gross output
vector (x) is equal to the sum of intermediate input matrix
(2) and final demand matrix (F).

:: he most common method in measuring the forward linkages

x=Z+F (1).

The intermediate input matrix represents part of the output that
is used as input in the domestic industries. Therefore, the
intermediate input matrix can be represented in another way: the
technology coefficient matrix (A) times the gross output vector.

Z = Ax 2),
where the element of A is generated by dividing each
intermediate input cell by the total output from its associated
column, (a;;) = Zi;/X;

Leontief’s inverse matrix (L) is then can be generated by:

L=(-47" B3).
The total forward linkages, direct and indirect forward linkages,
for each sector is the sum of the row of Leontief’s inverse matrix.

FLy= 3"l (4)-
However, the validity of using Leontief’s inverse matrix to
calculate forward linkages is questioned by many scholars. The
main reason is that Leontief model interprets forward linkages as
a measure of the impact of simultaneous unit changes in each and
every sector of the final demands. This interpretation was viewed
sceptically by Jones (1976) because of the 'simultaneous unit
changes' assumption's insensibility. Beyers (1976) also objected to
this interpretation since he disagreed with the measurement of
forward linkages based on the strength of backward linkages (Cai
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& Leung, 2004). The common alternative in measuring forward
linkages is using the Ghosh model. The difference with the
Leontief model is that while the Leontief inverse matrix explains
the relationship between the sectoral gross outputs to the
amount of final demand, the Ghosh price model instead suggests
the connectivity between the sectoral gross outputs to the
primary inputs. Mathematically, the computation using the Ghosh
model is made possible by transposing the vertical column view
into a horizontal one. Therefore, in generating the inverse matrix,
rather than dividing each cell by the output of a sector associated
with that column, the Ghosh model divides each cell by the total
output associated with its row. Miller & Blair (2009) uses matrix B
to represent the intermediate input matrix (the Gosh model), so
that it can be differentiated with the Leontief model term. Matrix
B, can be defined as:

B=3%"1'Z (5).
This step is the only difference between Ghosh and Leontief
models. Using the same method with the Leontief model, the
Ghosh inverse matrix (G) or the output inverse matrix can be
calculated by:

G=0U-B)" (6)
thus, the total forward linkages can be calculated as

The element of G (gj) can be interpreted as "the total value of
production that comes about in sector j per unit input of sector i"
(Augustinovics (1970) cited in Miller & Blair (2009)). Many scholars
are still discussing the debate surrounding the measurement of
the forward linkages, and no decisive consensus is achieved. Most
of the discussion is to find how to formulate the single
measurement of forward linkages. This essay uses an approach
taken by Hausmann et al. (2008), which utilizes both models and
uses both results for the analysis procedure.

4.2. Measuring Sectoral Performance

the extension of the Leontief model developed by

Athukorala and Santosa (Athukorala & Santosa, 1997). In
measuring the net export earnings, matrix R is utilized. Matrix R,
where

:: n measuring the contribution of each sector, this study uses

ri = Ri/Xi 8),
describes the direct import which is required in a particular sector.
Matrix R can then be used to create an import inverse matrix (M).
M= R(I-A)" (9)-
The elements of M, (m;) indicate the total import of i required by
domestic industries to produce one unit of j. The total additional
import of all sectors when there is an output increase in j,
represented by my;, can be estimated as:
my; = Ximy; (10).
Net export earnings from sector j, (¢/'*‘) can then be calculated
by:
— myje; = (1 —my))e (1),

where g;is export from sector j and mr;ejindicates the total value
of imports embodied in e;.

O

To measure the sectoral contribution to generating value added,
a diagonal matrix of value-added coefficient, V=[vi], vi =V/Xi, is
utilized. The elements of this matrix show value-added per unit
gross output in each sector. Since this research is also interested
in measuring additional value added by increasing output of one
industry, this research also computes the value-added multiplier.
The value-added multiplier can be calculated by:

(12),

Myq = 2? Uaij
where vajis an element of matrix VA. This matrix can be shown by (13):

va; =V({I-A)~ (13)
Using the extension of the Leontief inverse matrix, total value-
added induced by exports can be shown by:

VA=V({-A)™E (14),

where E is the matrix of export per sector.

Similar steps are used to measure sectors' employment
contribution. A new diagonal matrix G is introduced, in which the
elements describe the number of workers employed per sector.
Therefore, the employment multiplier is:

m; = Z?gij (15).
And the export-induced employment matrix, L, is shown by:
L=GU—-A)"E (16).

The method above is also used to compute the sectoral
performance using the Ghosh model. The difference is only by
replacing the Leontief inverse matrix with the Ghosh inverse
matrix. Thus, while generating the import inverse matrix, the
computation will be:

M= R(I-B)! (17).

5. Results

in measuring forward linkages. This study finds that these

two methods do not generate contrasting results based on
both models' calculations. To simplify, only the results from the
Ghosh model are displayed. Tab.1 shows the fluctuation of the
sectors' forward linkages and sectors' contribution of the whole
manufacturing industries during the research window. An
increase followed a decline in the average of forward linkages in
1995, 2000 and 2005. In contrast with the average value of
forward linkages, different patterns were shown by sectors’
performances. For instance, net export earnings' value increased
slightly from 1995 to 2000, then there was a sharp rise in 2005,
reaching approximately $56 million. It is also vital to notice that
the manufacturing sectors' contribution declined from 2000 to
2005. This trend implies that even though net export earnings
from the manufacturing sectors were rising, the export from
other industries such as agriculture and mining were also
increasing with higher proportions. In terms of employment
generation and value-added creation, the trend is also moving in
the opposite direction with forward linkages. As the value of
forward linkages increases, the amount of sectoral contribution
tends to decreases. This pattern shows that, in general, the value
of forward linkages does not clearly represent the sectoral
contribution. The same results are also found using the Leontief
model. The magnitude of forward linkages may not be the same,
but the value of average forward linkages and sectoral
performances move in the opposite direction. Tab.2 displays the
coal and metal ore mining sector.

:: t is important to notice that this research uses two methods
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Table 1: Manufacturing Sectors (Overall)

*

Indicator 1995 2000 2005
Forward Linkage (average) 1.66 1.55 1.70
Gross exports ($ million) 35,056.68 38,054.47 56,706.23
Net exports ($ million) 26,478.31 26,772.58 40,856.28
Contribution to total net export earnings (%) 52.35 62.75 53.21
Employment multiplier (for $1,000 worth of export) 0.54 1.44 0.80
Export-induced employment (‘000) 3,775.10 6,851.40 5,918.59
Export-induced employment (% of total) 2.73 2.20 1.29
VA multiplier (for $1,000 worth of export) 10.37 9.84 10.22
Export-induced VA ($ million) 20,830.83 20,948.64 33,781.36
Export-induced VA (% of total) 7,78 15.33 1.74
*Source: completed by the authors.

Table 2: Coal and Metal Ore Sector”
Indicator 1995 2000 2005

Forward Linkage 1.53 1.80 1.62
Import intensity (average) 0.02 0.05 0.07
Gross exports ($ million) 3,288.99 2,629.80 8,462.56
Net exports ($ million) 3,210.64 2,491.07 7,897.80
Contribution to total net export earnings (%) 6.35 5.84 10.29
Employment multiplier (for $1,000 worth of export) 0.05 0.09 0.05
Export-induced employment (‘000) 121.65 138.75 146.27
Value added ($ million) 3,898.55 3,823.89 10,231.93
VA multiplier (for $1,000 worth of export) 1.79 9.22 9.32
Export-induced VA ($ million) 3,100.75 2,818.10 7,702.57
Export-induced VA (% of total) 4.14 4.42 6.95

*Source: completed by the authors.

During the research window, this sector contributed a significant
amount of net export earnings. Assuming that the current
industry structure is not significantly different, restricting exports
from this sector reduced a considerable amount of net export
revenue for Indonesia's economy by around 6% in 1995 and 2000,
and then reached approximately 10% of total net export earnings
in 2005. In addition to this loss, employment from the mining
sector was also reduced.

The export-induced employment during the period of the study
reached approximately 146,000 workers. These workers will be
unemployed if the export restriction policy (based on forward
linkage) is implemented. This result is in line with the study by Azis

(1992), which found that the employment opportunities will be
decreased in the short run after the export restriction is imposed.

Compared to the coal and metal ore mining sector, iron and basic
steel manufacturers' contribution during the period under study
was below the mining sector contribution (Tab.3). Although the
iron and basic steel manufacturing sectors' forward linkages are
higher than the coal and metal ore mining sectors, the iron and
basic steel manufacturing sectors contribute relatively small net
export earnings, employment, and value-added. However, it is
essential to notice that this sector has a higher employment
multiplier. Therefore, the growth of this sector might provide
more job opportunities in the long run.

Table 3: Iron and Basic Steel Sector”

Indicator 1995 2000 2005
Forward Linkage 2.17 2.23 2.18
Import intensity (average) 0.19 0.27 0.31
Gross exports ($ million) 325.25 2095.74 530.98
Net exports ($ million) 262.08 217.18 365.84
Contribution to total net export earnings (%) 0.52 0.51 0.48
Employment multiplier (for $1,000 worth of export) 0.30 0.77 0.10
Export-induced employment (‘000) 6.69 31.26 27.64
Value added ($ million) 2,148.54 539.61 815.29
VA multiplier (for $1,000 worth of export) 1.45 6.42 4.33
Export-induced VA ($ million) 340.73 332.34 493.39
Export-induced VA (% of total) 0.45 0.52 0.45

*Source: completed by the authors.

This essay analyses the sectoral comparison between the iron and
basic steel manufacturing sector and other manufacturing
industries to make further analysis.

First, this study compares the iron and basic steel manufacturing
sectors with the top net export earner during the study, the
manufacture of textiles, wearing apparel, and leather (Tab.4).
During the research window, the later sector had a smaller value
of forward linkages than the former industry. Although it had
smaller forward linkages, this sector performed outstandingly,

marked with high net export earnings contribution, a high
number of employees, and high value-added generation.

In all of the sectors’ performance criteria, the contribution of the
textiles, wearing apparel, and leather manufacturing sector
outweighs the iron and basic steel manufacturer.

The result is almost the same if we compare the iron and basic
steel manufacturing sector and the second top net export earner,
the manufacture of bamboo and rattans products (Tab.5).

O



ISSN 2519-8564 (print), ISSN 2523-451X (online). European Journal of Management Issues. — 2021. - 29(1)

Table 4: Manufacture of Textiles, Wearing Apparel, And Leather”

Indicator 1995 2000 2005
Forward Linkage 1.31 1.22 1.33
Import intensity (average) 0.39 0.43 0.41
Gross exports ($ million) 7228.81 6410.21 7636.39
Net exports ($ million) 4405.39 3678.50 4481.13
Contribution to total net export earnings (%) 8.71 8.62 5.48
Employment multiplier (for $1,000 worth of export) 0.71 0.85 0.67
Export-induced employment (‘000) 970.33 1535.46 1270.44
Value added ($ million) 5552.84 3486.02 6877.71
VA multiplier (for $1,000 worth of export) 3.23 12.87 13.93
Export-induced VA ($ million) 2951.88 2550.13 3617.19
Export-induced VA (% of total) 3.94 4.00 3.26

*Source: completed by the authors.
Table 5: Manufacture of bamboo and rattan products®

Indicator 1995 2000 2005
Forward Linkage 1.51 1.33 1.54
Import intensity (average) 0.09 0.17 0.13
Gross exports ($ million) 5376.89 3716.23 4050.22
Net exports ($ million) 4915.28 3097.81 3533.74
Contribution to total net export earnings (%) 9.72 726 4.60
Employment multiplier (for $1,000 worth of export) 0.72 1.21 0.59
Export-induced employment (‘000) 1121.94 1860.24 1423.20
Value added ($ million) 3934.86 2025.69 3546.25
VA multiplier (for $1,000 worth of export) 3.65 17.21 14.74
Export-induced VA ($ million) 2100.27 1537.98 2113.11
Export-induced VA (% of total) 2.80 2.41 1.91

*Source: completed by the authors.

The forward linkages of bamboo and rattan manufacturing
sectors were again smaller than the iron and basic steel
manufacturing sectors had. Nonetheless, although the
contribution was smaller than in the textile manufacturing sector,
the contribution of bamboo and rattan manufacturing sectors
outweighs the iron and basic steel manufacturing sector's
contribution. These results show that higher linkages may not be
associated with a high contribution to the economy.

The other information that can be concluded is that these sectors
are labour-intensive industries. Even though most of their
workers are low skilled workers, these sectors are primary sectors
that can absorb numerous employments.

Furthermore, this type of industries is consistent with Indonesia's
characteristics as a labour abundant country. On the other hand,
the iron and basic steel manufacturing industry needs high capital
(capital intensive industries). This kind of industry might not yet
be suitable with Indonesia's comparative advantage.

Last, we compare the iron and basic steel manufacturing sector
with the cigarettes manufacture (Tab.6). The iron and basic steel
manufacturing sector had a higher net export contribution during
the research window. However, in terms of employment
generation, employment multiplier, and value-added multiplier,
cigarette manufacturing was still slightly better.

Table 6: Manufacture of Cigarettes®

Indicator 1995 2000 2005
Forward Linkage 1.10 1.13 1.1
Import intensity (average) 0.12 0.21 0.13
Gross exports ($ million) 138.54 166.97 260.45
Net exports ($ million) 121.42 132.08 227.65
Contribution to total net export earnings (%) 0.24 0.31 0.30
Employment multiplier (for $1,000 worth of export) 1.96 5.37 3.53
Export-induced employment (‘000) 30.32 33.02 17.10
Value added ($ million) 5209.47 2185.91 4478.38
VA multiplier (for $1,000 worth of export) 3.96 17.66 19.24
Export-induced VA ($ million) 135.27 184.29 271.29
Export-induced VA (% of total) 0.18 0.29 0.24

*Source: completed by the authors.
6. Conclusion

Indonesia’s economic policy. Based on the Indonesia’s

performance in the industries between 1995-2005, the
results suggest that the policies based on interconnections, such
as policies to provide greater domestic added value, are
unwarranted. It is established that a sector with high linkages
does not always provide a greater contribution to the economy.
During the research window, sectors with lower forward linkages
significantly contributed to Indonesian net export earnings, job
creation, and value-added. However, this study does not mean

:: he study critically examines links as a criterion in shaping

D

that high connections are bad. This study argues that
policymakers should also take into account factors other than
relationships. This research, nonetheless, does not imply that high
linkages are bad. This study simply argues that in formulating any
policy, policymakers should also consider other factors besides
linkages. The results suggest that other factors that should be
considered in policy formulation are its comparative advantage. In
Indonesia, its comparative advantage is a considerable number of
workers. During the study period, labour-intensive industries
contributed significant proportions of net export earnings and
employment opportunities to Indonesia's economy. The results
also show that implementing the linkages-based policy, such as
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restricting the export of unprocessed raw material, can reduce
Indonesia's revenue from net export earnings. Moreover, it can
cause a decline in mining sector production. Therefore, some
workers in these industries can be unemployed. Also, net export
earnings and job creation from the manufacture of iron and basic
steel industries are not ready to offset the mining sector's loss in
the short term. The article would greatly benefit from providing
basic macroeconomic indicators for Indonesia, which would allow
to assess the relevance and high feasibility of changing or
transforming Indonesia’s economic policy.
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