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Abstract:

In a global competitive market, the manufacturing companies have to produce cost effective products which can be realized
by minimized production cost and higher productivity. The effective facility planning can reduce significantly the operational
costs of companies. Adequate facility layout can result the productivity improvement of the manufacturing activity. The Facility
Layout Problem (FLP) is relating to location of objects (departments, workstations, machines, etc.) on a given site and the
material flow between these objects.

The goal of this study is to show the reasons, objectives and steps of a layout redesign process. A described case
study, which is a part of an industrial R+D project, shows how can be optimized the arrangement of workstations on the shop
floor to reduce movement of raw materials, components, equipment and workers, to minimize the total workflow and the cross
material flow in the manufacturing system, to provide free space for other additional value adding activities and to create safe
work environment at a real manufacturing system.

Keywords: layout redesign; process improvement; cost reduction
JEL Classification: D24 ; L23 ; C61
Introduction

In the growing market competition, where the customer demands are changing continuously the enterprises have
to focus on cost reduction and profitability (Kovacs and Kot 2016).

This research study is very important and actual, because the cost reduction and the improvement of
productivity are very important goals of all of manufacturing companies. The optimal facility layout is an effective
tool in cost reduction by enhancing the productivity. Facility layout design involves a systematic physical
arrangement of different departments, workstations, machines, equipment, storage areas and common areas in a
manufacturing industry (Stefanescu et al. 2008, Naik and Kallurkar 2016).

The article is original and unique, because beside the description of theoretical background relating to the
layout redesign, a practical method was also introduced in a case study. In the article a real plant layout redesign
was described. More alternatives were planned for the layout and were compared based on 4 indicators (total travel
distance of goods, amount of total workflow in the whole assembly process, amount of cross workflow on the shop
floor and available free space).

The goal of the study is to show how can be optimized the arrangement of workstations to reduce movement
of goods and workers, to minimize the total workflow and the cross material flow in the system, to provide free
space on the shop floor and to create safe work environment.



Journal of Applied Economic Sciences

Conclusion

This research study is very important and actual, because the cost reduction and the improvement of productivity
are very important goals of all of manufacturing companies.

The article is original and unique, because beside the description of theoretical background relating to the
layout redesign, a practical method was also introduced in a case study. The effective facility planning can reduce
significantly the operational costs of companies and improve the performance of production lines. The most
important reasons of redesign of facility layouts are the continuously fluctuating customer demands, resulting
changes in product portfolio, production volume, changes in manufacturing process and technology.

The goal of this study was to show the main objectives of the facility layout planning and the general types
of facility layouts. The reasons, objectives and most general steps of a layout redesign process were introduced in
a case study. In this article a design method was introduced for re-layout of a manufacturing plant, and confirmed
that the layout redesign is an effective tool for process improvement.

In the article a real plant layout redesign was described, which is a part of an industrial R+D project. More
alternatives were planned for the layout and were compared based on 4 indicators (total travel distance of goods,
amount of total workflow in the whole assembly process, amount of cross workflow on the shop floor and available
free space). It can be concluded, that the value of all of the analyzed 4 indicators was improved after the re-layout.

After the rearrangement of the workstations the movement of goods, equipment and workers was reduced.
Total cross material flow and the total workflow in the manufacturing system was also reduced to provide safe work
environment and reduce material flow cost. Further advantage of the redesign is the available free floor space
which can be used for future extension or change in the layout to accommodate new machine.

The described case study showed how can be improved the efficiency and reduced manufacturing cost of
a real life manufacturing system by layout redesign.
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Abstract:

The article deals with the problem of effective formation of specialization centers in the process of restructuring high-tech
industries. The criteria for the creation and operation efficiency of such facilities are substantiated. Economic-mathematical
models are proposed for choosing the optimal variant for creating a specialization center from several alternatives and for
estimating the influence of the equipment load factor, as well as the planned market share on the efficiency of creating a center
of specialization. Parametric calculations were carried out based on the parameters of technologies characteristic of the
modern aviation industry. The boundary coefficients of the equipment load and the share occupied by the specialization center
in the global market are defined, under which its creation and operation can be effective. Based on the identified patterns,
recommendations were made on the composition of the indicators that should be taken into account when analyzing projects
for creating specialization centers and monitoring their operation. The rules are grounded for making managerial decisions in
the selection of projects for creating specialization centers and choosing the directions for their development.

Keywords: specialization centers; capacity utilization; monitoring; economic-mathematical model; efficiency; aviation industry
JEL Classification: L60; L69; C02; 012
Introduction

Specialization centers (SC) in the Russian high-tech industry (including in the aircraft engineering) are formed
within the framework of the transition from the traditional organization of production (with vertical integration and
full production cycle at each enterprise) to a new, more cost-effective network industrial model. Formation of the
SC system is the main task of industrial restructuring of the integrated structures of the Russian aviation industry
at this stage of its development. Common problems of efficiency analysis, operation monitoring and the
substantiation for creating specialization centers in the industry include development of criteria that are appropriate
to monitor for making informed decisions about the creation and development of these structures.
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Conclusion

The analysis of the factors determining the efficiency of the establishment and operation of specialization centers
in the Russian aviation industry demonstrated that efficiency can be determined by:
= the possibility of increasing the production equipment utilization rate, which otherwise would have been
established at the enterprises of the full production cycle;
= the possibility of cost-effective implementation of more economical technologies and equipment of higher
capacity.

Calculations show that if more efficient equipment provides a significant reduction of specific direct
production costs by 30-50%, then with the cost structure typical for the modern aviation industry, low utilization
rates of about 50% are also permissible for the specialization center. Thus, the load factor alone cannot be
considered as a decisive criterion of efficiency of a specialization center creation and operation.

Also, when establishing specialization centers, the required amount of investment in the creation or
expansion of the corresponding capacities should not be considered as a decisive criterion when choosing
alternative siting options, due to the cost structure typical for the modern aviation industry, in which direct costs
predominate rather than fund-creating ones.

At the same time, the expected or actual market share of the relevant components or production services
can significantly determine the average labor productivity, the cost of production and the profitability of the
specialization center operation. If the expected share of the global market is of the order of several percent, one
can expect a reduction in the average labor productivity by 40-50%, in comparison with the world leaders’ level.
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Abstract:

This paper is aimed at studying the Adaptive Market Hypothesis (AMH) of the Mexican Stock Exchange Index (IPC, for its
acronym in Spanish). To do this, we apply: 1) unit-root tests, 2) nonlinear tests, and 3) episodic nonlinearity tests. The main
empirical finding is that the IPC goes through plenty of periods where the market behaves in an efficient way. That is, as a
random walk, followed by some periods of adaptability where non-linearity in the series of the IPC returns is found.
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Introduction

There have been many studies about the nonlinear behavior of financial markets and in particular after some classic
papers: Dalle-Molle and Hinich (1995), Hinich and Patterson (2005) and (1985), Patterson and Ashley (2000). Such
studies of nonlinear behavior aimed at studying the Adaptive Market Hypothesis (AMH) proposed by Lo (2005) and
(2004). This theory states that markets switch between adaptive efficiency and adaptive inefficiency at different
time periods and therefore are adaptable. According to this, the degree of market adaptive efficiency is related to
different factors, as the magnitude of profit opportunities, the number of competing participants, and how they adapt
to market signals. The AMH has some practical implications, among which are: risk-reward relationships that
change over time according to the preferences of the market participants. These preferences affected by past
prices and movements they experience from the point of view of natural selection contrasting to the weak-form of
the Efficient Market Hypothesis (EMH) proposed by Fama (1970). Furthermore, arbitrage opportunities, being
constantly created and disappearing, exist at different points in time and, therefore, the market goes from adaptive
efficiency to adaptive inefficiency in different periods.

In the specialized literature there are several tests to detect nonlinearity in a time series. In this regard,
Patterson and Ashley (2000) recommend a battery of such tests. Some of the most used nonlinear tests are those
from Tsay (1986), Engle (1982), and Broock et al. (1996). In this research, we will apply these tests in order to
detect the presence of nonlinear dependence in a time series and, therefore, to find out about market adaptive
inefficiency. However, in order to test the AMH, it is not sufficient to show only nonlinear behavior of the whole
series but also to reveal the different time periods where nonlinear phenomena occurs; see, for instance, Hinich
and Patterson (1985), Hsieh (1991), Panagiotidis and Pelloni (2007), and Patterson and Ashley (2000).!

1 Regarding non-linear behavior of returns in Mexico see, for instance, Venegas-Martinez and Islas-Camargo (2005), and
Loépez-Herrera et al. (2009).
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In this paper, we use the H and T4 tests from Hinich and Patterson (1985) and Wild et al. (2010) to provide
evidence of the AMH in the Mexican Stock Exchange Index (IPC). To do this, we consider a sample of daily returns
from 1994 to 2015 for detecting the periods of nonlinear serial dependence (adaptive inefficient periods) and,
therefore, to examine how adaptive efficiency evolves through time. We believe that our results are relevant given
that they shed light on the AMH for an emerging market. The H and T4 tests have been applied in similar contexts
in Bonilla et al. (2008), Coronado-Ramirez et al. (2015) Coronado-Ramirez and Arreola (2011), Hinich and Serletis
(2007), Lim et al. (2008), and Romero-Meza et al. (2007), among others.

There has been also a growing interest in the shift from the traditional EMH (absolute and static) to the AMH
that captures the degree of adaptive efficiency at different periods of time. In this regard, Noda (2016) measured
the degree of market adaptive efficiency in the Japanese stock market, Hiremath and Kumari (2014) focused on
India’s stock market, Alvarez-Ramirez et al. (2012), lto and Sugiyama (2009) and Kim et al. (2011) found time
varying adaptive efficiency in the U.S, Charles et al. (2012) and Neely et al. (2009) found evidence of AMH in the
foreign exchange market, Lim et al. (2008) studied Asian markets, and Urquhart and McGroarty (2016) provided
evidence of AMH in four major stock markets. Furthermore, Coronado-Ramirez et al. (2014) studied the
international coffee market, applying nonlinear statistical tests to detect periods of adaptive inefficiency in the case
of Colombian Arabica beans, while Coronado-Ramirez et al. (2015) studied the AMH in agricultural commodity
futures contracts.

The structure of the paper is as follows. Section 2 provides the methodology employed in the present study.
Section 3 describes the sample data. Section 4 presents the statistical tests and the empirical results. Finally, the
conclusions are reached.
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Conclusions

In this paper we have studied the AMH of the IPC. We applied unit-root tests in order to show that the time series
of returns is stationary and, subsequently, we applied some nonlinear tests to examine the nonlinear structure of
the series under study. We applied the H and T4 statistic to show how the series of returns went from plenty of
periods where the market behaves in an efficient way, i.e., as a random walk, followed by some periods of
adaptability, i.e., where non-linearity in the IPC return series was found.
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Abstract:

We examine the impact of the recent global crisis on the stability of the global financial system. We use seven measures of
stability that include Bank Z-Score, Bank non-performing loans, Bank capital, Bank credit, Regulatory capital, Liquid assets,
and Provisions to non-performing loans. These data are from World Bank’s Global Financial Development Database (GFDD).
Our findings indicate that during the run-up to the crisis, there was no significant change in any of the stability measures. Our
findings also indicate that, during the crisis period, banks’ non-performing loans significantly increased while their liquid assets
significantly decreased. Interestingly, Bank Z-Score, Bank capital, Bank credit, Regulatory capital, and Provisions to non-
performing loans did not change significantly during the crisis period. When we look at the period after the crisis, we are seeing
that banks reacted by reducing credits and increasing their regulatory capital. However, during this post-crisis period, banks
suffered even more because of continuing increase in non-performing loans. We are hoping that these findings on the timing
of changes in these measures will help banks and policymakers in devising strategies to deal with the problems before they
occur.
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Introduction

In this study, we examine the impact of the recent global crisis on the stability of the global financial system. We
use seven measures of stability that include Bank Z-Score, Bank non-performing loans, Bank capital, Bank credit,
Regulatory capital, Liquid assets, and Provisions to non-performing loans. The data on these measures are from
World Bank’s Global Financial Development Database (GFDD).

We examine how these variables are affected during the pre-crisis period, the crisis period, and the post-
crisis period. The results for the pre-crisis period will show us whether any of these variables can serve as indicators
of an upcoming crisis. If a certain variable changes significantly during the run-up to a crisis, policymakers can use
that variable as an indicator of an upcoming crisis and take precautions accordingly. The results for the crisis period
will show us how the stability of the system is affected during a crisis. Our results for the post-crisis period will show
us how the governments and central banks reacted to the crisis. We also expect to see some continuing effects of
the crisis on some of these variables. Our argument here is that, for some of these measures, there is a longer-
term effect that continues after the crisis.

There are several studies that attempt to find the possible indicators of a global financial crisis. Most of these
studies focus on measures that relate to exchange rates. Edwards (1989), Frankel and Rose (1996), Bruggemann
and Linne (1999), and Osband and Rijckeghem (2000) focus on nominal exchange rates mainly against the US
dollar. Goldfajn and Valdes (1998) and Apoteker and Barthelemy (2000) focus on real exchange rates.

There are other studies that combine changes in interest rates, reserves and the exchange rate, and use
this combination as an indicator of a crisis. Sachs, Tornell and Velasco (1996), Corsetti, et al. (1998), Fratzcher
(1998), Kaminsky et al. (1998), Berg and Pattillo (1999), Tornell (1999), Bussiere and Mulder (1999, 2000), and

2 Northeastern State University 3100 E. New Orleans St., Broken Arrow, Oklahoma, United States
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Frankel and Wei (2005) combine exchange rates with changes in reserves and use this combination as an indicator.
Other papers like Eichengreen, Rose and Wyplosz (1995), Herrera and Garcia (1999), and Hawkins and Klau
(2000) combine changes in interest rates, reserves and the exchange rate, and use this as an indicator.

While all of these previous studies focus on many different measures, in this study, we want to focus on the
stability of the financial system. We use the “stability” variables posted on World Bank’s Global Financial
Development Database. Therefore, our first contribution is our focus on the impact of a crisis on “stability”. Also, as
mentioned above, we look at three different periods: the pre-crisis period, the crisis period, and the post-crisis
period. Therefore, our second contribution is to look at the issue from a wider perspective.

Our paper proceeds as follows: Section 1 summarizes the previous literature. Section 2 explains our
hypotheses. Section 3 explains the data. Section 4 shows the empirical results. In the final section, we conclude.
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Conclusion

In this study, we examine the impact of the recent global crisis on the stability of the global financial system. We
use World Bank’s Global Financial Development Database to access the data. This database has data on 203
countries around the world. The database has seven measures of stability that include Bank Z-Score, Bank non-
performing loans, Bank capital, Bank credit, Regulatory capital, Liquid assets, and Provisions to non-performing
loans.

As our first hypothesis states, we expect none of the stability measures to have been affected before the
crisis started. Our findings confirm that. During the run-up to the crisis, there was no significant change in any of
the seven stability measures.

Our second hypothesis deals with the crisis period. For the crisis period, our hypothesis is that the three
stability measures that are directly affected by the crisis (i.e. “Bank Z-Score”, “Bank non-performing loans to gross
loans (%)”, and “Liquid assets to deposits and short term funding (%)”) to have worsened significantly. Our findings
indicate that, during the crisis period, banks’ non-performing loans significantly increased while their liquid assets
significantly decreased. Interestingly, Bank Z-Score, Bank capital, Bank credit, Regulatory capital, and Provisions
to non-performing loans did not change significantly during the crisis period.

Our third hypothesis deals with the post-crisis period. It states that, during the post-crisis period, all four
“reaction” measures (i.e. “Bank capital”, “Bank credit to bank deposits (%)”, “Regulatory capital”, and “Provisions to
non-perf. loans”) have improved while “Bank non-performing loans to gross loans (%)” have continued to deteriorate
(i.e. some of the loans were due next year). For the post-crisis period, we find that banks reacted by reducing
credits and increasing their regulatory capital. We also find that, during this post-crisis period, as expected, banks
suffered even more because of continuing increase in non-performing loans. The other four variables did not
change significantly in this post-crisis period.

We are hoping that these findings on the timing of changes in these measures will help banks and
policymakers in devising strategies to deal with the problems before they occur. Not all measures deteriorate at the
same time. Knowing the timing of these changes would allow banks and policymakers to take precautions
beforehand. Future studies may focus on the regional impacts of the crisis.
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Abstract:

Until recently, most economists have analyzed banking system from the standpoint of the stability of some of its elements:
commercial banks. Last macroeconomic crisis has given new impetus to the study of banking supervision and the formation
of understanding of this type of state regulation as an activity not only aimed to overcoming the crisis, but also operating as a
constant system of measures to prevent and minimize negative impacts. In this context, the problem of efficient state regulation
of banking activities through the use of supervision tools and techniques that contribute to the achievement by commercial
banks of the necessary degree of public trust, becomes today particularly acute and deserves a detailed and comprehensive
study and consideration. The article presents the results of a study of the Russian experience in the practical application of the
main techniques of state regulation of banking activities, consisting in licensing, setting and analysis of norms of compliance
with prudential supervision, regulating the bankruptcy of commercial banks, as well as tools facilitating their implementation.
The authors seek to identify the advantages and disadvantages of the modern state regulation of the banking system on the
Russian Federation scale.
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Introduction

An important condition for a successful and stable functioning of the modern banking system of market type is an
effective state regulation of commercial banks' activities through the use of supervisory tools and techniques. During
the last decade, the statement formulated by us has been confirmed by the changing positions of regulatory
authorities in the economies of various countries: priorities, methodology and tools get transformed, in order to
increase the efficiency and strengthen the importance of these bodies.

According to the results of a special study of 60 countries with developed market economies, it has been
found that only in 19 countries the involvement of the Central Bank is considered poor, while in 41 countries its
involvement is recognized as a evident and significant (Murychev 2007). At the same time, the main external factors
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that enhance the regulatory power of the state, are usually the following: the state of the external macroeconomic
environment, growing number of commercial banks, possibility to replenish the resource base of commercial banks
by depositing public financial resources in them, globalization and internationalization of financial markets,
intensification of state investment policy, formation and building effective “bank-client” relationship, bank capital
concentration and centralization, need for continuous monitoring of the level of liquidity and optimization of the bank
capital cost, scientific and technological progress, increase of scientific, research and experimental development
expenditures in banking sphere, development of the financial market infrastructure and perfect substitutes, state
participation in the capital of leading commercial banks, presence of group relationships of commercial banks
conducting coordinated market policy, presence of the dominant commercial banks and abusive exercise of their
economic power.
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Conclusions

Summary of results of the study provides an opportunity to point out the following.

Firstly, in modern conditions, the Central Bank of the Russian Federation is a subject regulating the banking
activities through banking supervision in the fields of maintaining the financial stability of the banking system,
provision conditions for an effective regulation of banking activity by regulating the major aspects of banking
activities and protecting the interests of creditors and depositors.

Secondly, the Central Bank of the Russian Federation has significantly expanded a set of banking
supervision tools, giving priority, first of all, to economic tools of state regulation. At the moment, taking into account
the current situation in the economy, the Central Bank of the Russian Federation introduces into practice the tools
of state regulation as per international recommendations, for example, already in 2014 it has started applying new
approaches to assess capital adequacy of commercial banks: Basel Ill.

Thirdly, the analysis of the efficiency of the use of modern system of techniques and tools of commercial
bank regulation by the Central Bank of Russia across the country has revealed the ability of the vast majority of
banks to adequately respond to new regulatory standards even in less favorable external environment of the
banking business.

The results of the study can be used in the work of regulatory authorities, in particular, when choosing the
priority directions of development of banking regulation, in determining the productive, non-standard techniques
and tools to manage the crisis in banking activities.
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Abstract:

This paper examines the impact of exchange rate movements on foreign direct investment (FDI) from South Korea into
Bangladesh for two different industries: cost-oriented industry versus market-oriented industry. Using the unique Bangladesh
FDI panel data over 1990-2015, we find that a depreciation in Bangladesh currency against Korean currency significantly
increases FDI from Korea into the Bangladesh cost-oriented industry. In addition, lower wage level in Bangladesh against
Korea promotes greater FDI from Korea into Bangladesh. Our results are consistent with the prediction of the conventional
theory and show Bangladesh is an attractive market for Korean investors for its relatively lower production cost advantages.
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Introduction

For Bangladesh, South Korea has been one of the major sources of FDI. Bangladesh has started attracting Korean
FDI, it being BDTK 20.1 million in 1990, which increased to BDTK 6084.2 million in 2015, i.e. more than a 300-fold
increase. Further, of the nearly 60 countries providing FDI inflows in Bangladesh, South Korea ranks 3 in 2015
(Bangladesh Bank). Yet, there is a dearth of empirical research focusing of impact of exchange rate movements
on FDI inflows in Bangladesh from South Korea.

No empirical research has been undertaken in this area; this paper attempts to fill this gap by investigating
the effects of changes in the exchange rate on FDI in market-oriented versus cost-oriented industry during the
period 1990-2015. Following the methodology of Chen, Rau, and Lin (2006), our panel data analyses show that
depreciation in Bangladesh currency against Korea and increase FDI from Korea for the cost-oriented industry.
Also, relatively higher wage level in Korea against Bangladesh plays a significant role in boosting outward FDI from
Korea to Bangladesh for the cost-oriented industry.
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Concluding remark

This paper investigates the impact of exchange rate movements on FDI from Korea into Bangladesh with
consideration of industry type: market-oriented versus cost-oriented. Using the unique dataset from Bangladesh
Investment Development Authority (BIDA), Prime Minister's Office, Government of the People's Republic of
Bangladesh, we find that appreciation in Korean currency against Bangladesh currency promotes greater FDI from
Korea into Bangladesh especially for the cost-oriented industry. In addition, lower wage level in Bangladesh is
important to determine more FDI from Korea into Bangladesh. These findings provide meaningful implications that
Bangladesh is an attractive market for Korea in that it gives production cost advantages to Korean investors.
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Abstract:

At the present stage of socioeconomic development of Russia, the problems of citizens' pension security become more and
more critical. In modern conditions there is no possibility to allow any social dependency, so, the new financial relationships
contributing to integrate State and population's financial resources constitute a special science attraction. The primary aim of
our study was to assess the real potential of the pension fund of Russia and analyze the expectations and behavior of Russians
regarding their expenditures and savings. A special attention was paid to assessing the dynamics of population's income and
attitude to the main financial institutions. The obtained results can be used to develop the tools which would help to increase
citizens’ activity in the sphere of co-financing of their retirement benefits. The final image of the forthcoming pension reform
should be formed following a sufficient raise of the financial literacy of citizens and development of an effective informational-
analytic mechanism able to guide the participants of pension co-financing system.

Keywords: pension system; sufficiency of pensions; population’s savings; financial institutions; financial services for the
citizens.
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Introduction

In recent times the fierce discussion about raising the retirement age has a well-defined tendency to increase, as
the arguments in favor of social justice as well as economic possibilities and expediency seem quite convincing. Of
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course, Russian authorities recognize that one of the central socio-economic problems is the formation of prospects
for pension system development (Medvedev 2016).

Nowadays a lot of attention is paid to this problem. Commonly, researchers consider general approaches
(Galimova 2015), analyze the actual practical contradictions (Lyumarskaya 2014, Silchuk 2016); make special
proposals to improve the national pension system (Mironova 2011) and even suggest quite innovative approaches
(Borisov 2014).

In our opinion, the modern pension system, as well as some other elements of the Russian social security
system has several serious problems, one of them is that the pension security system is no longer the system of
protection against social risks (an inability to continue labor activity on reaching the age higher than the working
age) but an institution generating social dependency, the pension being considered by the society as a kind of
reward for working during the active period of life. Moseyko and Frolova (2014) have studied this problem from the
position of its interconnection with development of a welfare state. Siebert (2005) has been observing it partly in
the flow of cause-and-effect relations and purposes, after that it has got a figurative name of a “cobra effect”. And,
moreover, Blyahman (2012, 2013) introduced it as the subject of a new economic science.
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Conclusion

Analytical and theoretical results of the conducted research showed that nowadays the State postemployment
benefits obligations have sharply increased due to the accelerated indexation of pensions, low level of salaies,
higher share of retired people, increased life expectancy and the increased number of early retirements. All these
problems can endanger the population's retirement benefits within the existing distribution system. At the same
time, Russian citizens do not accept the idea of personal responsibility for their own pensions.
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Abstract:

Interviews of 1409 corporate executive officers (CEO) made at the end of 2015 in 83 countries including Romania, managers
of any company can become a theoretical support as inspirational material during the development of strategies and trade
policies. A data analysis of these interviews, from a point of view, is made in our paper (2016 being a forecast year). The six
appendixes accompanying our analysis give a touch of clarity and information to our paper.
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Introduction

Business premises for activities can be created in an empirical or theoretical base. Studying the performance of
activities of newly created companies with inexperienced managers, with potential economic theory is equivalent
to develop recommendations destructive. For commercial strategies analysts, practitioners of the brown and most
experienced companies in the world, based on economic theory, the study of critical update managerial methods
shall develop policies and strategies of the organization, production and marketing. Managers’ intentions in
companies (hereinafter managers formally responsible fort the executive of corporation or company are rated in
abbreviation CEO), for example the CEO in relation to some issues, activities are different.

It is important to know the intentions of these “deans” of companies on the economic situation globally and
in Romania at different times of the years 2012-2016 and in the future periods in which conducted the survey 19
CEO, (The Staff of the Corporate Executive Board. 2010) in order to examine whether changes in terms of
improvement or deterioration, growth prospects even if they were made in the event of threats own business, to
the outlook for company growth (Appendix 4), (TI. 1-T1.8). Policies and business strategies of the company should
be a kind of “rules” of economic behavior, productive, commercial — of the company in the different favorable and
less favorable situation in which to find company. Such rules can be developed separately for each company. In
this analytical product experience of successful companies can serve a theoretical scientific basis.

Conclusions

In 2015 the economic situation compared with 2016, according to the survey CEO minimal changes occurs
in Romania; and maximum changes according to the same survey, economic changes in 2014 compared to 2016,
taking place also in Romania (we think it can not be wrong if we say that the maximum changes are taking place
globally in 2015 compared with 2016).

In the process of developing strategies and trade policies, company managers must take into account global
trends (Stefanescu and Ungureanu 2006). The global economic situation during 2015, 2016 remained at just 11%
and 35% reported a deterioration, but 22% said that it had improved. Regarding Romania found an improvement
in a 14% but remained as 13% and 11% considered damage; the global economic situation in 2014, in 2016 only
26% felt deterioration and 39% did not notice any improvement.

In Romania a total negativism in the same time period: 12% do not consider any improvement, 30%
remained even so, 25% we saw a deterioration and 33% of respondents have not taken any decision. In economic
period 2015, 2016, in Romania, 21% of the interviewed considered threats to growth prospects. In 2017, we still
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might ask: where are we going and what are the political and business trends? (Appendix 1)
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Abstract:

Advances in agent-based modeling continue to offer new tools and concepts to model and study phenomena involving more
complexity. In particular, economic and social issues with different levels of interactions and representations can benefit from
frameworks of multi-level agent-based modeling that have successfully simulated other problems sharing similar properties.
We show through our work how reinsurance fits into this category of complex multi-level problems, how we adapted recent
concepts with recent tools to go through the modeling obstacles of this issue to come up with a model that confirms the results
of other renowned works and surpasses them in terms of analysis depth and assumptions flexibility.
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Introduction

Agent-based modeling is an approach where computer experiments are conducted by defining basic behavior of
agents to understand the dynamics of a resulting complex phenomena where computational mathematical
decomposition shows its limitations or can’t explain empirical reality. Multi-level modeling addresses the issue when
interactions of agents occur in different levels that influence each other but also where entities have interactions
zones that make each level look as a separate model, such as cells versus tissues in biology or
producers/consumers versus economic sectors (Camus, Bourjot, Chevrier 2013, 15-22).

Research in multi-level agent-based modeling solves the technical and theoretical difficulties arising when
trying to include all those interactions in one model, but also offers abstraction layers and domain-specific
frameworks for the particular difficulties in some phenomena where either the number of agents are too big or have
complex aggregated interactions.

Indeed, we can consider reinsurance one of such problems. The insuring relationship between customer
and insurer reappears repetitively between insurer and reinsurer then reinsurer of reinsurer thus defining a
hierarchy which where elements play different simultaneous roles that makes a direct definition of agents actions
too complex. This kind of complexity with the adaptive nature of the agents makes reinsurance an appropriate
application case calling for both agent-based modeling and multi-level concepts.

While there are many models in the literature that study different insurance problems from optimal prices to
market cycles and stability (Hjorth, Brady, Head, Wilensky 2016, 282-289) no similar experimental approach has
been undertaken to explore the dynamics of reinsurance, which is also a starting point of our study.

In section 2, we review the theoretical background and literature related to our subject, then in section 3 we
describe our model and approach in detail to finally analyze and discuss the findings in section 4.
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Conclusion

We consider our model to be an important application of multi-level agent-based modeling and a new framework
for the study of reinsurance. We demonstrated how a recursive definition and a synchronization using multi-level
frameworks makes the experimental study of complex reinsurance configurations possible, and allows more
flexibility in hypotheses to filter the unnecessary ones from the computational model of reference. The model is
also an experimental proof of Power and Shubik law and we showed new dynamics of the law is our analysis.
Further work can calibrate the model on an existing reinsurance market specially to have more realistic price
adjusting procedures. Other laws between probability loss and optimal number of levels can be explored using data
science techniques. For this purpose, the model must benefit from research in large scale modeling to be able to
execute with higher numbers of levels.

References

[1] Camus, B., Bourjot, C., Chevrier, V. 2013. Multi-level modeling as a society of interacting models. Spring
Simulation  Multi-Conferences, Agent-Directed ~ Simulation ~ Symposium, 1: 15-22. Available at:
http://dx.doi.org/10.1007/s10588-012-9119-9

[2] Hjorth, A., Brady, C., Head, B., Wilensky, U. 2016. Turtles all the way down: Presenting levelspace, a netlogo
extension for reasoning about complex connectedness. Constructionism in Action, Conference Proceedings
(Dra), Published by Suksapattana Foundation 126 Prachauthit Road, Bangmod, Thung Kru, 10140, February
1-5 Bangkok, Thailand, 282-289 pp. Available at: htips:/ffiles.learninginventions.org/Constructionism%
202016%20Proceedings.pdf

[3] Huraux, T., Sabouret, N., Haradji, Y. 2014. A multi-level model for multi-agent based simulation. Proc. of 6t
International ~ Conference on Agents and Artificial Intelligence  (ICAART). Available at:
http://dx.doi.org/10.5220/0004814501390146

[4] Quijano, J.G., Louail, T., Hutzler, V. 2012. From biological to urban cells: Lessons from three multilevel agent-based models.
Principles and  Practice of Multi-Agent Systems, LNCS, 7057: 620-635, Springer. Available at:
http:/dx.doi.org/10.1007/978-3-642-25920-3_45

[5] Plantin, G. 2006. Does reinsurance need reinsurers? Journal of Risk and Insurance, 73(1): 153-168. Available at:
http://dx.doi.org/10.1111/1.1539-6975.2006.00169.x

[6] Powers, M.R., Shubik, M. 2001. Toward a Theory of Reinsurance and Retrocession. Insurance: Mathematics and
Economics, 29(2): 271-290. Available at: http://dx.doi.org/10.1016/S0167-6687(01)00087-7

[7] Powers, M.R., Shubik, M. 2005. A Note on a “Square-Root Rule” for Reinsurance.Cowles Foundation Discussion Paper
no. 1521, from Cowles Foundation for Research in Economics, Yale University, Revista de Contabilidade e Financas
(Review of Accounting and Finance), 17(5): 101-107. Available at: http://cowles.yale.edu/sites/default/files/files/pub/
d15/d1521.pdf

[8] Zhou, F. 2013. Application of Agent Based Modeling to Insurance Cycles. (Doctoral thesis, City University London).
Available at:  http://openaccess.city.ac.uk/12195/1/Application%200f%20Agent%20Based%20Modeling%20t0%20
Insurance%20Cycles.pdf




Journal of Applied Economic Sciences

Mathematical Models of Uncertainty in Economics

Valentina E. GUSEVA
Business Informatics and Mathematics
Tyumen Industrial University, Russian Federation

tgiik-wel@mail.ru

Laura UNGUREANU

Faculty of Juridical, Economics and Administrative Sciences Romania
Spiru Haret University, Romania

laura.ungureanu@spiruharet.ro

Evgeny A. KUZMIN

Ural State University of Economics, Russian Federation

Institute of Economics of the Ural Branch of the Russian Academy of Sciences, Russian Federation
kuzminea@gmail.com

Suggested Citation:

Guseva, V.E., Ungureanu, L., KUZMIN, E.A. 2017. Mathematical Models of Uncertainty in Economics. Journal of Applied
Economic Sciences, Volume XIl, Summer 3(49): 753- 765.

Abstract:

The article reviews various types of mathematical models for uncertainty in economics. For each model, applications and
application features are given. Causes for uncertainty appearance in business processes have been made specific. In the
summary of theorizes, uncertainty models are analysed. In the research, an attempt is made to find out possible logical and
structural regularities able to improve an approach to construction of mathematical models for uncertainty. Comparative
characteristics of managerial decision-making criteria have been made specific in case of total or partial uncertainty.
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Introduction

Uncertainty as a condition of an open stochastic system is a principle to develop ideas about risks and their impact
on business objects. Universality of this phenomenon gives rise to a variety of scientific problems related to a
search for a nature of structural changes and cause-and-effect relationships within the generation cascade of risks.
That is why the most important issue is a review of management methods in terms of uncertainty.

In all economic sectors, there is a need in more accurate mathematical models of decision-making. Known
approaches suggest several available parameters or probabilistic characteristics of events, phenomena or
processes. Implementing models, we consider probability parameters close to the indicators which have been
already known, which is actually false. Blyth (2012), Borch (1968), Traub et al. (1988), and Jaeger et al. (2001)
mentioned complexity in a search for alternative solutions and criteria for uncertainty assessment.

Obviously, systems operate in terms of uncertainty caused by factors of a different nature. An approximate
consideration for these factors is possible by making mathematical models. Recent scientific papers have given an
insufficiently detailed description and a review of mathematical models of uncertainty. This fact points out to a need
in more research.
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Conclusion

In terms of the multidimensional nature of uncertainty as a category, a close definition of a number of funded
features, properties, and characteristics of available uncertainties in economics is of critical importance. In this
regard, the authors have reviewed the category to define basics of uncertainty. In the survey, they have examined
mathematical models of uncertainty in economics, given their comparative typological characteristics, as well as
discussed criteria for management decision-making and conditions under which any criterion gives the best effect.
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Abstract:

Under the modern conditions the risks analysis and management at enterprises are of great importance for taking and
implementing management decisions. Today it is possible to say that this area in the management science has been formed
and is successfully being developed both in theoretic and applied aspects. Nevertheless, under the modern economic
conditions it has not only lost but even strengthened its urgency. This article is devoted to issues related to the efficiency of
risk management under the modern conditions, and methods of increasing its efficiency. The authors position a system of risks
management in the matrix form as a principle model of risk management at the enterprise. They single out various “risk zones”
according to the degree of their acceptability for the enterprise. Herewith, the task of management is to lead the enterprise
from the unacceptable risk zone to the zone of the low and most acceptable risk with the minimum losses.
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Introduction

The modern economic situation can be characterized as highly risky for enterprises of various areas. Along with
particularly urgent political risks, risk of a fall of demand for the manufactured products (services), slowing or
complete lack of the economic growth (increase) of the market supply, inflation risks and risks of currency rates
fluctuations, etc. increase. All risks must be obligatorily taken into account during situational and forecasting
economic and financial calculations, when planning and taking measures within the policy of the production and
financial management of the enterprise. In the context of the difficult market situation it is more and more difficult
for the management to forecast, quantitatively measure, manage and foresee risks compensation when performing
the production activity.

Issues related to defining, classifying, and quantitative measuring of risks always held key positions in the
economic science due to the fact that the risk is above all a probability of any event in the future as it is defined in
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the classical work of Knight (2003). The risk as a whole and its role in the everyday activity has been studied for
long both by national (Algin 1989, Granaturiv 2002) and foreign researchers (Barton, Shenkir and Walker 2003,
Jorion 1997, Dowd, Braleye, Mayers, Van Horn, Krushviz et al. 1998). Such researchers as Karlik and Diatlov
(2013) paid their attention to peculiarities of Russian enterprises functioning and managing in the context of
unstable external environment. Works of Demidenko et al. (2010, 2015), Osipov (2009) are devoted to principles
of the enterprise growth “under the fall conditions”.
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Conclusions

Generalizing the provisions that characterize the state of modern risk management systems used by enterprises,
it is possible to state that, if correctly applied, “the risks matrix” that allows to position the enterprise in the system
of coordinates of discrete variables (in the case under consideration this is a degree of losses from the risk and
probability or size of the risk) can be an efficient tool to manage risks. Herewith, it is possible to single out zones of
risk according to the degree of its acceptability for the enterprise because the task of management is to improve
the position of the enterprise, transfer it from the zone of a less acceptable risk to the zone of a more acceptable
risk (for example, from the zone of high risk to the zone of medium or low risk). Being in a specific position in the
system of coordinates under consideration, the enterprise suffers losses from risks. Moving within the system of
coordinates “from the worse to better’ causes “expenses related to changing the positioning”. Correlating changes
of losses with expenses related to the positioning change allows to estimate the efficiency of managing a risk of a
specific enterprise and to compare the efficiency of enterprises management. However, herewith, it is necessary
to define the criteria of efficiency that are not currently defined.
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Abstract:

The study analyses the role of net exports on economic growth in the United States of America (USA). This was necessitated
by the resounding economic resilience that has been experienced by the USA and assertions have pointed to net exports but
have also attracted different assertions from other studies. As such the study sought to analyze the role of net exports on
economic growth with regards to the USA. The study was conducted using secondary data collected from the 1970: Q1 -
2015: Q1 and was analyzed using a Vector Error Correction Model (VECM). The results from the study showed that there is a
long run co-integration between net exports and economic growth in USA. Import levels and unemployment were observed to
be negatively related to economic growth.
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Introduction

The economic growth rate of USA registered a level of -0.92% in December 2008, 3.88% in December 2014 and
2.93% in December 2015 estimates by Bureau of Economic Analysis (2015) revealed that the 1.5% increase in
economic growth in the third quarter of 2015 was as a result of positive contributions from non-residential fixed,
residential fixed investments, personal consumption expenditure, state and local government spending. During the
same period, the Bureau of Economic Analysis (2015) revealed exports had decelerated in the third quarter of
2015. Such a decline in exports is assumed to have not played a part to the increase in GDP.

On the other hand, various studies have been undertaken to determine what drives economic growth. A
study done by Sun (1998) revealed that foreign direct investment (FDI) has a positive contribution to economic
growth. On the contrary, Aslanoglou (2002) used time series data from the period 1975 to 19995 to examine the
impact of foreign direct investment economic growth in Turkey. The results from the study showed that foreign
direct investment has an insignificant positive contribution to economic growth.

Fischer (1993) undertook a study to examine the determinants of economic growth. This study was based
on a panel of nine developing countries. The results showed that there is non-linear relationship between inflation
and economic growth at break points of 15% and 40% in spline regression. Studies on the role of net exports on
economic growth are still underway as they try to establish what exactly drives economic growth.
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Conclusion

It can be concluded that there is a positive relationship that exists between exports and economic growth in the
USA and such a relationship is being contributed by the positive influence of gross fixed capital formation. However,
unemployment and import levels are standing as hindrances to economic growth.

Recommendations

The USA government is advised to increase investment or expenditure towards gross fixed capital formation. Such
an increase will translate to improved infrastructure which is also a necessity for economic growth and development.

Measures can also be put in place to further increase export levels. This can be done through the use of
export incentives and subsidies. Trade arrangements can also be made to eliminate trade barriers. This may also
be reinforced by bilateral and multilateral trade agreements.

There is need to curb the negative impact that is being posed by imports. The negative association between
imports and economic growth can be as a result of the effects of inflation. Therefore, efforts must ensure that
imports must not stimulate inflationary pressure. This may be done by heavily taxing consumer goods and providing
incentives for the import of producer goods.

Many funds must be injected towards financing domestic production so as to boost the employment of both
factors of production which include labor. Taxes on personal income and corporate income must not be so high to
an extent that they discourage investment and people from seeking employment. Measures can also be adopted
that promote FDI inflows especially in productive sectors of the economy.

Suggestions for Future Research. Model stability tests and other tests results have shown that this study
provides good estimates of the relationship between exports and economic growth in the USA. However, future
studies can incorporate the impact of inflation on growth and can encompass variables such as money supply and
exchange rate.
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Abstract:

This paper suggests an approach making it possible to recognize a core company of a future innovational and industrial cluster
in order to subsequently expand this type of business up to a pilot cluster of the region. For that end, it is proposed to use book
value multiples, Tobin’s Q multiple and revenue multiples. They allow determining whether the company in question will be
able to become a core of a potential cluster in the very near future. The multiples can also help verify whether a large company
meets its current position of the ‘cluster core’. With this end in view, its book value multiple is compared with the profitability
spread, and the revenue multiples are compared with the profit margin.
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Introduction

In the context of economic globalization, present-day globally accepted methods for economic management of
countries and their regions become more and more relevant. Russia’s continuing integration into the world economy
charges both the Government and companies with new tasks, which are aimed to improve the country’s compliance
with the world’s advanced technologies, including in management of the economy and finance. For instance,
applying IFRS standards in financial statements of public companies has become a prerequisite of their recognition
in the market and their future development.

Clusters are also of paramount importance in such globalization process (Porter 1998, Tukkel et al. 2013).
Despite their great variety in the economy, this paper emphasizes regional innovational and industrial clusters.
Such variety of rules and methods of economic management by regional companies, and most importantly, a
variety of methods of interaction between companies result in formation and successful development of informal
groups of companies. Such companies may operate in the same industry and in related industries. But the reality
of the 215t century is such that clusters indirectly regulated by the government are the most efficient structures in
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economic and social terms. This makes even stronger the well-known synergistic effect that is common to clusters
themselves (Porter 1998, Tukkel et al. 2013).

In this connection, present-day advanced methods of cluster development management are of special
relevance. In spite of a great abundance of books on management, where general principles of origination and
evolution of clusters are described (Porter 1998, Gromyko 2007, Shvetsov 2014, Egorova 2014, Patrusheva and
Bolshakova 2015), this paper pays attention to somewhat different issues. Namely, we have studied already
existing and attempted to create our own cluster efficient development management model.
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Conclusions

Although there are a great number of standard cluster management models, the processes of cluster appearance
and evolution are not yet studied in sufficient detail. The models required for this must adequately describe
organizational issues and market mechanisms for their implementation using the relevant mathematical tools for
that purpose. Furthermore, one cannot but take into consideration the fact that even in the presence of efficient
interaction between three key agent types: scientists, government officials and businessmen, it is required to orient
a future pilot cluster and its potential further development to brand appreciation of such cluster, which is actually
composed of brands of companies constituting its core.

The results attained in the article may be useful to scientists, postgraduates, students, analysts and
businessmen so as to create their own view on managing the processes of creating and developing clusters using,
among other things, our model.
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Abstract:

The purpose of this paper is to tackle theoretically and empirically the effects of non-linear oil price changes on Saudi Arabian
service (non-traded) sector for the period of 1970 till 2015, using structural vector autoregressive (SVAR) approach. As part of
the Dutch disease literature, the non-traded goods sector (service) is considered, and the impacts of oil price variations
(increase and decrease) on this sector are investigated. Johansen'’s testing procedure results assert the existence of stable
long-run relationship between real service sectors (RS), oil price increase and decrease, real government expenditure (GOEX),
real exchange rate (REX), and the mining sector (MINING). The findings confirm that OILPI, REX, spending effect GOEX, and
MINING influence RS positively, while oil price decrease affects RS negatively, and the signs as expected a priori. Given, the
obtained tests’ results, the exchange rate REX appreciation and the spending effects confirm the existence of the Dutch
disease, and consistent with the Dutch disease literature and findings. The service sector befits much during periods of oil
booms.
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Introduction

The economies which depend on resource rents are likely to face severe decline in their income resulting from the
sharp decline in the prices of crude oil. However, the exploitation of mineral discoveries through exports has an
effect on the balance of payments of these lucky countries. Not recently, the discovery of oil and natural gas in
Netherlands gave a boost to the Dutch currency, the Dutch guilder. As a consequence, the guilder became a highly
sought currency. The value of the guilder appreciated relative to other currencies causing the price of Dutch exports
in the currencies of the exporting countries to rise. Hence, the Dutch exports of manufacturing products felt down.
This is called “de-industrialization”. Some economists argue that the oil and natural resources are not only the
causes of the Dutch disease, but that discovery of gold in Australia in the eighteenth century and the flow of goods
to Spain in the sixteenth century from American colonies are other examples of the Dutch disease (Corden 1984).
While raw materials revenues are considered a blessing, in fact they pose a real threat to traditional exports, and
the import competing industries. Furthermore, this recent growth in mining such as oil and natural gas has led many
economists to analyze the impacts of a booming industry on the domestic economy. Economists agree that there
is a relative increase in the output of the non-mining traded sector (service) relative to the traded goods sector.
Thus, the output of the traded sectors will shrink relatively (Neary and Corden 1982). Under fixed exchange rate,
either high prices or production of raw materials (such as oil) will cause the domestic spending to go up. As a
consequence, the short-run response to higher demand of goods and services will not be large, causing the prices
of non-traded goods to go up. The service sector can afford to pay higher wages relative to the traded sector
(because of high profitability) boosting the nominal wage in that sector. Hence, resources will move to the non-
traded goods sector, reducing the output in the traditional sectors, agricultural and manufacturing sectors.

Not recently, Fardmanesh (1991) presented an interesting analysis using three-sector reduced form model.
The incorporation of Dutch disease models of five oil producing countries proved that oil revenue and the “world-
price effect” influenced positively manufacturing sectors and agricultural sector negatively. However, the findings
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were not clear for the service sector. This study, however, excluded Saudi Arabia, among other countries, and he
justified the exclusion on the grounds that the agriculture and the manufacturing sectors are small and not significant
in terms of value. Not only the natural resources such as oil and gas cause negative effects on the traded sectors,
but also other influxes could be a curse. Coffee boom is considered among different resources that cause the Dutch
disease in Colombia, Kamas (1987). The rise in coffee prices in the late 1970s in Colombia brought a boom in the
coffee sector at the expense of manufacturing and as a result of that, resources were reallocated into the agricultural
sector. Moreover, Taguchi and Lama (2016), Eromenko (2016), and Acosta et al. (2007) study immigrant's
remittances as a cause of the Dutch disease. Fielding and Gibson (2012), Lar, Taguchi and Sakurai (2016), Magud
and Sosa (2010) investigated the relationship between Dutch disease and foreign aid, whereas Javaid (2011)
concentrated on the effects of foreign currency inflows on the economic sectors.

It is worthwhile to mention that the earnings from oil booms have benefited and structured the Saudi
economy. In fact, the benefits of oil revenues flourished through major sectors of the economy and participated in
the transformation of the economy from a somewhat primitive to a well stand economy, which considered nowadays
among other emerging economies. The changes in relative prices (P"/PY) induce a reallocation of production factors
from traded sectors in favor of non-traded sectors (resource movement effects). The increase in non-traded goods
(spending effects) causes an appreciation of the exchange rate. The relative price and the spending effects (proxied
by real government spending) have influenced the service sector in Saudi Arabia. Although there is no consensus
among economists concerning the empirical evidence of a resource curse, the impacts is somewhat mixed. The
association between resource abundance and economic growth is not conclusive. Some economists found a
positive relationship; while others found it negative (Trevion 2011). Hence, the existence evidence of the Dutch
disease is a matter of empirical investigation case-by-case, in order to reach final and definite conclusions.

This paper is an attempt to explore the impacts of recent fluctuations in oil prices on the service sector in an
emerging oil-based economy, and explain thoroughly whether this sector is still benefiting from the oil price boost
since the last decade. It is clear that any oil price shocks (from the point of view of an oil-exporting country), will
influence the earnings of oil and thereby spending and resource movement effects. This study differs from other
studies in the following. First, SVAR methodology is applied to test the relationship between real service sectors
(RS), oil price changes (oil price increase OILPI, and oil price decrease OILPD), government expenditure (GOEX),
real exchange rate (REX), and the booming sector (MINING). Secondly, this analysis is directed towards the real
service sector, where oil prices volatility are channeled via REX, GOEX, and MINING, causing variations in the real
service sector. Thirdly, present the evidence that Saudi Arabia economy is infected with the Dutch disease. Figure
1 shows the behavior of the variables under consideration. RS, GOEX, and MINING move in the same direction.
The rise in oil revenues raises GOEX then RS. By the same token, REX moves in line with the oil mining and
GOEX. Relative price is likely to conform to the GOEX variable.

The main purpose of this paper is to analyze and investigate empirically the existence of symptoms of the
Dutch disease, with reference to the non-traded goods sector (RS). Utilizing structural VAR (SVAR), it is of
interest to determine the effects of changes in oil prices, REX, GOEX, and MINING on RS. The organization of
this paper is as follows. Section 1 an introduction. Section 2 reviews and analyzes the theoretical and empirical
related literature. Section 3 develops the theoretical model, estimation and discussion of the empirical evidence
and its implications, and section 4 presents the conclusion and policy suggestions.
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Conclusion and Policy Recommendations

In the last few years, the oil prices have experienced sharp ups and downs in international oil market. This situation
reflected heavily on the Saudi Arabian budget and on the macroeconomic variables. In light of the non-linear oil
price variations, this paper has examined thoroughly the impacts of such a shock (increase and decrease) on the
service sector for the period of 1975-2015. The non-linear oil price changes have been investigated using structural
VAR (SVAR) model. The Johansen co-integration tests showed an existence of long-run relationships among the
variables, a non-linear oil price shocks (OILPI and OILPD), GOEX, REX, MINING, and RS. However, in the short-
run, the findings showed that OILPI, REX, GOEX, and MINING have positively influenced RS.

Furthermore, the results indicated that the real service sector responded positively to one standard deviation
of a nonlinear positive oil price variations. The positive effect is about 25%. Based on the results obtained from
equations 14, and 14a, a positive oil price shock (say 10%) causes an increase in RS by 0.008%. From the same
equations, an increase in government expenditure, spending effect, (say 10%) leads to a rise in RS by 8 percent.
Similarly, from the same equations, a 10% increase in REX causes an increase in RS, by 9%. On the other hand,
a negative oil price change by 10% leads to a decrease in RS by about 0.002%. The effects of REX, GOEX, Mining
on RS is positive indicating the influence of government expenditure and the real exchange rate on RS. The finding
here is consistent with the findings in the Dutch disease literature. Facing the sharp decline in oil revenues which
will definitely affects the macroeconomic variables; the Saudi authority has to think urgently in diversifying the
resources of income. Nonetheless, the role of government is to strengthen the macroeconomic structure in order
to mitigate the negative effects via implementing policies that encourage the development of traded goods sectors.
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Abstract:

The objective of the research is to assess efficiency and to forecast development of the institutions that stimulate innovative
behavior of economic entities in a resource-extraction region, using the example of the Khanti-Mansi autonomous Okrug -
Yugra. The assessment is done using two methods - indirect and direct. The indirect one is carried through the level of
innovative intensity and demand for these institutions. The direct method is based on the results of questionnaire survey to
innovative activity’s participants. Indirect assessment reveals the fact that the correlation between institutions stimulating the
innovative behavior and the level of innovative intensity prove to be weak and transient. Direct assessment testifies subsidies
and grants to be the most effective institutions, though their effect is transient. Technology parks and tax concessions are
found to be more effective, with more sustained effect. Other stimulating institutions within the Yugra region have not been
proved to be effective yet. Based on efficiency assessment and revealed institutional traps, we forecast the development of
the stimulating institutions, which appears to be pessimistic for the most institutions. We also suggest measures to modernize
and adapt institutions stimulating the innovative behavior adjusted for impact of foreign economic factors and business
environment. Academic novelty of the research lies in the fact that the author's method of assessing the transactional efficiency
of institutions has been applied.

Keywords: stimulating institutions; innovative behavior; efficiency; development forecast; adaptation; modernization.
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Introduction

Amid protracted crisis in Russia, which threatens to go into recession, institutions stimulating the innovative
behavior of economic entities become important, since the innovation can become a driver of an economic
slowdown. Therefore, governments of countries, that are in a recession, in any way, stimulate innovative behavior
of their entrepreneurs. However, in times of crisis such measures and stimulating institutions have to be more
efficient due to toughening requirements. Thus, great importance attaches to the methods and approaches for
assessing their efficiency. Many authors assess the efficiency of measures to stimulate innovation activity in the
Russian Federation (Kondratyeva 2009, Lamberova 2012, Nikonov 2009) and abroad (Cincera and Capron 2000,
Borner, Bodmer and Kobler 2004, Ton, Rau, de Grip and Klerkx 2011), that have shown a correlation between the
efficiency of stimulating institutions and the level of transaction costs.

12628012, Russian Federation, Tyumen region, Khanty-Mansiysk autonomous okrug - Yugra, Khanty-Mansiysk, Chekhova
str.,16
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Conclusions

Thus, the efficiency of institutions stimulating the innovative behavior in Yugra is assessed to be insufficient. There
are several institutions which show high efficiency in the short term, these are grants and subsidies. Tax
concessions, industry standards and residency at technology parks have longer effect, but their effectiveness is
low. For the latter we can predict neutral scenario, for the rest of institutions it is a pessimistic one. The effect of
changes in foreign economic environment and market conditions is generally negative and worsens the prognosis.

An issue of the joint acting of stimulating institutions and mutual influence on their efficiency remains to be
open. Further research to identify the efficiency of individual stimulating institutions, including simulation methods
and BigData technology, is also needed.
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Abstract:

The purpose of this research is to investigate what are determinants of the poverty among Benteng Chinese in Tangerang
district, Indonesia. The research utilises a grounded theory based on in-depth interviews with key informants which most are
Benteng Chinese. The research conducted data triangulation to get data saturation and data quality, rigor, trustworthiness and
confirmability or validity and reliability in quantitative term. The result of the study shows that the determinants of poverty are
complex. Integration of the structural theory of poverty, the cultural theory of poverty, the individual theory of poverty and the
cyclical interdependencies theory of poverty are used to explore the complexity of the poverty. Finally, a mini theory of the
complexity of poverty is built on findings of the research.
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Introduction

Benteng Chinese are the Chinese of Tangerang district, Indonesia. Their ancestors have lived in Tangerang since
the 1400s. Tjwan (2008:12) said that Jakarta urbanites call Peranakan Chinese in Tangerang as Cina Benteng
(Fortress Chinese). Because an ancient name of the Tangerang district is Benteng city, then Benteng Chinese refer
to Chinese residents in Tangerang district. Benteng is the Indonesian word for fortress. Dutch in the colonial era
built a fortress on the banks of the Cisadane river. It was the front-line defence for the Dutch port of Batavia against
attacks from the Sultanate of Banten. During the Dutch colonial era, Chinese residents lived in the fortress, so they
were called Fortress Chinese (Cina Benteng). Currently, Jakarta urbanites stereotype Benteng Chinese as
backward Chinese or poor Chinese because of the fact that many poor Chinese live in this district.

This fact is in contrast with the prosperity of other Chinese in Indonesia. Prosperity usually is attached to
identity of the overseas Chinese because of their economic domination, such as in Southeast Asia and especially
in Indonesia. Redding (1993), Hamilton (1998), Hefner (1998), and Mackie (1998) chronicled the economic
superiority of overseas Chinese compared with indigenous people. Hefner (1998) stated that the Chinese
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population is about 4 percent of Indonesian population, but they may dominate 70% to 75% of middle and large
enterprises in Indonesia.

Therefore, there are three primary reasons we have chosen to research poverty in the Benteng Chinese
community. First, in our observation, the social, economic, and cultural characteristics of the Benteng Chinese
community are unique compared to other overseas Chinese communities in Indonesia. In particular, while most
overseas Chinese communities in Indonesia are relatively prosperous, poverty is the norm for the Benteng Chinese.
Secondly, the causes for this poverty are complex, and the usual theories of poverty do not appear to adequately
explain it. Finally, there is a scarcity of published research on factors contributing to poverty in the Benteng Chinese
community.

The structural theory of poverty, the cultural theory of poverty, the individual theory of poverty, and the
cyclical interdependencies theory of poverty, which is an integration of the previous theories, are four theories of
poverty that are found in contemporary literature (Bradshaw 2005). Based on the theories of poverty, this research
investigated:

= the characteristics of poverty of Benteng Chinese in Tangerang district;

= how the structural theory of poverty explores the poverty of Benteng Chinese;

= how the cultural theory of poverty explores the poverty of Benteng Chinese;

= how the individual theory of poverty explores the poverty of Benteng Chinese;

= how the cyclical interdependencies theory of poverty explores the poverty of Benteng Chinese?

This research uses grounded theory to conduct in-depth analysis and build a model or theory of poverty.
The complexity of the poverty model is proposed as the climax of the research.
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Conclusions

While existing theories of poverty typically explain poverty as stemming from political, social, and economic
distortion or discrimination factors (the structural theory of poverty), or as a result of cultural disadvantages (the
cultural theory of poverty), or as produced by individual deficiencies (the individual theory of poverty), or as a result
of the cumulative or cyclical interdependence of the structural, cultural and individual distortions (the cycle theory
of poverty), this new theory provides a fresh and more realistic explanation. The research indicates, for example,
that political discrimination is not an independent variable directly causing poverty as the dependent variable. The
new theory postulates that poverty in this community is caused by both unemployment and a lack of civil rights
accessibility. The lack of civil rights accessibility is in turn caused by statelessness which itself is often a result of
political discrimination, bureaucracy barriers, social pressures, and carelessness. Unemployment is caused by the
lack of job opportunities, a situation quite often caused by statelessness factors.

The structural theory of poverty indicates that social distortion is a direct cause of Benteng Chinese poverty,
the new theory suggests that in reality social distortions lead to unemployment, and the unemployment inevitably
contributes to poverty. These social distortions are traceable to a lack of trust relationships (xinyong), in which
xinyong is the strength in overseas Chinese business networks. This lack of trust relationship then contributes to
ethnicity stigmas and social class awareness among the Benteng Chinese people, along with primordial bounding,
ultimately resulting in gong xiao, which is the term in the Chinese dialect referring to the bad habit of forgetting the
kindliness or assistance of others.

The structural theory of poverty explains poverty in terms of economic distortions, the new theory that it is
proposed here suggests that the economic distortions alone are not causing this poverty directly. Rather, economic
distortions lead to disguised unemployment and the multiplication of subsistence workers (i.e. subsistence farmers)
which in turn impacts community income levels and contributes to Benteng Chinese poverty. These economic
distortions then are just one link in a long chain of conditions, all of which may be indicted as indirectly causes of
poverty. Some economic distortions, for example, are rooted in a lack of guanxi, which is the term in Chinese
business networks for personal relationships. Furthermore, this lack of the guanxi is often caused by the Totok
Chineses’ superiority feelings and the marginalization of the Benteng Chinese in Indonesia’s Chinese communities,
with a further result of cultural acculturations and lack of assimilation of Benteng Chinese with the indigenous culture
and people.

The cultural theory of poverty explains poverty as a product of cultural disadvantages. The new theory
proposed here suggests that cultural disadvantages alone are not a direct cause of Benteng Chinese poverty.
Rather, such cultural distortions affect life-style, resulting in deficits such as unstable marriages and gambling habits
which inevitably contribute to poverty in the community. These cultural distortions are in turn linked with problems
related to cultural acculturation and assimilation.

As the individual theory of poverty broadly explains poverty in terms of individual deficits. The new theory
proposes that there are a number of additional factors behind these individual deficits which must be considered.
Among these are individual self-image, low motivation and lack of creativity in the workplace, and these in turn can
be traced back to cultural acculturation and assimilation difficulties as well as problems related to lack of education.

In the structural dimension, poverty in and of itself can cause a poor experience in the area of political
discrimination, bureaucracy barriers and social pressures that are an inevitable result. These in turn can lead to the
statelessness state. Poverty creates a distinct ethnicity stigma for the Benteng Chinese in other Chinese
communities, leading to excessive social class awareness among the Benteng Chinese people. This further
contributes to a lack of trust relationships (xinyong), so that the poverty itself eventually leads to further
marginalization of the Benteng Chinese in Indonesian Chinese communities. In the individual dimension, poverty
also results in a low level of education, further exacerbating the other contributing factors. The relationship between
micro and macro can be seen in terms of political discrimination causing problems both with assimilation and with
cultural acculturation, and these further aggravate social distortions among the poor Benteng Chinese.
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Abstract:

Currently exited the problem of slow economic growth, the development in backward regions of Slovakia came sharply to the
forefront. Consistent implementation of new economic theories to the economic practice can help to the sustainable
development of each region as well as to the revitalization of their business environment. There are various approaches and
methods used in evaluation of regional differences. Among the most commonly used methods based on the analysis of the
indicator of the region GDP per capita (b. c.) is the analysis on the basis of the direct method, i.e. measuring speed (m) and
Gini coefficient (IG). The aim of this article is to evaluate the level of economic development of Presov region (the most
backward region of Slovakia) relative to other regions of Slovakia and to point out the economic divergence in the Slovak
Republic. We assume that within the period under review the widening of regional disparities occurs. This analysis confirmed
our assumption.

Keywords: economic growth; regional development; regional GDP; measured speed (m)
JEL Classification: 04 ; R5; M20
Introduction

The economy transformation from a centrally planned to a market economy is accompanied by a fall in GDP and
industrial production practically in all countries of Central and Eastern Europe. The decline was due to a variety of
factors already known, such as: deformed structure of the economy, trade liberalization, and related work is the
very tough competitive environment. Catching up with the developed regions of the European Union is lengthy in
terms of time, what is dealt with in a variety of domestic and international studies and publications Adamisin (2008),
Raj¢akova (2009), Huttmanova and Syn&akova (2009), Kotuli¢ and Adamisin (2012), Maier and Tédtling (1998),
Sloboda (2006), Enea et al. (2012), Ungureanu and Matei (2007), Bogdan (2011), Bogdanoiu (2008), Vacarescu
Hobeanu (2016), Stefko and Nowak (2014), Nedomlelova et al. (2017).

At present, there is outputted problem of slow economic growth in underdeveloped regions of Slovakia. It
is, therefore, necessary to find new solutions to new approaches and sophisticated regional policy approach.
Consistent implementation of new economic theories in economic practice can help the long-term sustainable
development of each region as well as the recovery of their business environment. The use of such expertise in
economic policy concept will be a prerequisite for the revitalization of the microspheres in the conditions of
transitional economies (Kotuli¢ 2006).

13 Konstantinova 16, 080 01 Presov, Slovakia
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Conclusion

Using the assessment of regional development based on measuring the speed, it may be pointed out that the most
backward region of Slovakia (Presov region) is not achieving the desired level of convergence in regional
development with the rest of Slovakia. This fact is consistent with the classical theory of regional development,
especially in terms of the theory of central places by W. Christaller, the successor to J. Friedmann's theory of
polarized development, according to which the country's economic growth could be enhanced by the hierarchical
system of cities and their functional regions. Strengthening the hierarchical system of places, however, inevitably
leads to the selection of growth poles, which does not guarantee the achievement of the desired convergence
regions (BlaZek 1993, Asaturov et al. 2015).

Less developed regions always come across many obstacles. Low income leads to low savings; low savings
slows the growth of capital; lack of capital prevents the introduction of new machinery and rapid productivity growth;
Low productivity leads again to a low pension. How to break this vicious circle is a question that will occupy the
country in this century? One of the possible ways to improve the conditions for small and medium-sized enterprises
is eliminating bureaucratic obstacles, in doing so their low-skilled workforce would be able to be effectively used in
a trade or other form of business, which would allow accelerating the process of convergence of underdeveloped
regions to the level of developed countries.

The need to eliminate the backwardness of underdeveloped regions through higher dynamics of economic
growth also comes up against real limits of uncompleted standard road infrastructure, without which in the near
future the actual start of the innovation potential of any of the less developed regions in the Slovak Republic would
not be possible. As a consequence of the agglomerate model of economy and development of polarization
threatens the Slovak Republic even greater deepening economic disparities between the more developed and
lagging regions.
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Abstract:

This article is devoted to the examination of public expenditures on research and development (R&D) in terms of volume, use,
forms of aid and its aim is to verify the relationship between public R&D expenditures and economic growth in the Czech
Republic, Denmark and Slovakia in the period 1995 — 2014. Empirical evidence is based primarily on data collected from the
OECD database. The Johansen cointegration test is applied for analysing the long-term relationship and the Error Correction
Model is added for short-term dynamics. The results of estimations have confirmed the positive long-term relationship between
Gross Domestic Expenditure on R&D and economic growth in Denmark and Slovakia. Anyway, the testing of public
expenditures on R&D by sectors has provided for a verified cointegration for one sector in all countries at least. Concretely,
the long-term relationship has been proven for all sectors in Denmark, for government, private non-profit and higher education
sectors in Slovakia and for the government sector in the Czech Republic.

Keywords: research and development; economic growth; public expenditure; tax incentives; Error Correction Model
JEL Classification: 038; H25; F63
Introduction

Research and development (R&D), and its support is an economic-political issue, its scope and the forms are
significantly affected by economic policy, as well as historical experience and country-specific priorities. The
significance of R&D is highlighted in particular for its key role in the creation of new knowledge, products, and
technologies that are essential for stable and sustainable economic growth and development of competitive
advantages, as reported for example by Solow (1956), Gumus and Celikay (2015), Hud and Hussinger (2015),
Szarowska (2016), Freimane and Balina (2016). Attention is paid to the issue of R&D at the level of the European
Union (EU). The Europe 2020 Strategy, which aims to ensure the growth and competitiveness of the EU, has,
among five fundamental objectives, investments of 3% of GDP in research and development.

In the empirical literature, it is possible to find results that confirm the positive, negative and zero relationship
or the impact of R&D expenditures on economic growth. The goal of the article is, therefore, to determine whether
there is a long-term relationship between expenditures on R&D and economic growth in the Czech Republic,
Denmark and Slovakia. The introductory part will explore the support in the area of R&D in the Czech Republic,
Denmark and Slovakia. Further, by using the cointegration method the empirical verification of the existence of
relations between expenditures on R&D and economic growth in selected countries will also be carried out. Data
on the size of public expenditures on R&D and economic development are drawn from the OECD database and
other publicly available sources for the period 1995 -2014.
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Conclusion

The basic requirements of the development of each economy involve stable and sustainable economic growth. To
ensure the sustainable growth it is necessary to improve the existing workforce, increase their productivity by
improving the technology, working practices or innovations, and thus achieve greater competitiveness. An important
prerequisite for this is the application of the growth and dissemination of the results of R&D.

The aim of the article was to determine whether there was a long-term relationship between expenditures
on R&D and economic growth in the Czech Republic, Denmark and Slovakia. Following the availability of data
collected from OECD database, the period 1995-2014 was chosen for the empirical validation.

Individual countries show a number of differences in R&D in providing support, which is given by the diversity
of national policy priorities of R&D, institutions providing support of R&D, and in the form and amount of the support.
In the case of Denmark these differences, for example, consist in the provision of completely unique forms of direct
support, such as research bills for small and medium-sized businesses, subsidies for qualified employees,
knowledge coupons, etc., which are not provided by the Czech Republic or Slovakia. Denmark also due to a long-
time provision of support of R&D has a more elaborate R&D organization system, than it is the case of the other
two countries. The Czech Republic and Slovakia have a very similar organizational structure, as well as forms of
direct support provided. All countries were similar e.g. in the case of tax incentives to promote R&D, which were
mainly in the form of deductions from the tax bases, and tax credits or also in the opportunities for accelerated
depreciation on R&D.

The empirical validation of the existence of a long-term relationship between public expenditures on R&D
and economic growth was performed by the Johansen cointegration test. On the basis of the results a positive long-
term relationship between examined quantities in all countries has been confirmed; and in the case of Denmark
and Slovakia it has been confirmed for total expenditures on R&D (GERD) as well as for individual sectors of the
implementation of R&D (in Denmark for all, in Slovakia for Government, the private sector, and the non-profit sector,
universities), while in the Czech Republic only the government sector has been demonstrated. After the evaluation
of the results, we can say that Slovakia and the Czech Republic will have to go through a number of changes and
solve many of the shortcomings in the R&D support system. The problem in these countries is primarily
fragmentation and lack of coordination of the R&D support system. A way to solve this problem should be the
coherence of the R&D support system and the exact delimitation of duties and powers, for example, by following
the example of Denmark, such as the Central Ministry or Commission.
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Abstract:

The effect of the higher education under the conditions of knowledge-based economy and under influence of the 4th Industrial
Revolution that started at the current stage of economies' development, is being experienced by each country. The purpose
of this paper is to identify the economic and social aspects of obtaining higher education, the influence of higher education on
the economy, the impact of higher education in the context of current changes on the necessity of the lifelong learning.
Particular actuality is associated with necessity of the lifelong learning in the process of working at current economy. The study
covers the relationship between the level of education and the development of social and economic potential of a country, the
impact of higher education on it. As a result the basic requirements which the sector of higher education should face at modern
stage, especially in the context of transformation of countries under influence of the 4th Industrial Revolution.

Keywords: higher education; lifelong learning; knowledge-based economy; 4t Industrial Revolution; economic and social
development
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Introduction

Education, in general, has long been viewed as an important determinant of economic well-being and the university
education, in particular, as the preferred route for a professional career. The actuality of this aspect increases under
the conditions of knowledge-based economy and under influence of the 4™ Industrial Revolution. In today's
technological and informational society, the level of intellectual development of human resources becomes a key
indicator of post-industrial economy. Thus, higher education competitiveness is an indicator of sustainable
development of a country's economy and human potential of its population. Higher education at modern stage is
not only the factor and catalyst for further economic development of any country that ensures all areas of economic
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activity by the professional human resources, being not only as their producer, but also as a consumer to involve
in project activities, the creation of new technologies and so on. Thus, the role of higher education becomes
increasingly important in terms of reorienting the current development of the society at the next stage, where the
higher educational is more flexible to changes in the environment, creative and result-oriented, focused on the need
not only to give a knowledge for students but to learn getting it independently, and the most importantly - the
educational institutions are increasingly becoming independent and self-sufficient institutions which produce not
only a professional staff but also high-tech products, involving in the process of creating its graduates. So, the
powerful educational institutions become technological business incubators with own resources and the
possibilities to get additional financing.

But this direction of development of higher education gives new challenges. The introduction of the high
technologies into the production process creates the need to improve the knowledge and skills of the employees,
the implementation of the continuous lifelong learning and appropriate incentives for the professional development.

Lifelong learning is becoming more and more important for the countries that want to be competitive in the
global knowledge economy. So the era of the 21st century is not only a new landmark development but, above all,
a transformational shift to the intellectualization as the process of the saturation of the information environment by
the intellectual assets.
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Conclusion

Therefore, we can summarize that the impact of higher education under the conditions of knowledge-based
economy is growing up with each year especially in the context of transformation of countries under the influence
of the 41" Industrial Revolution. But their peculiarities are changing too. In particular:
= the changes in the requirements to the graduates: not only persons with received knowledge within
academic course, but also persons with the skills and abilities on continuing the process of lifelong learning
independently (learning to learn), the ability to independent searching of the necessary information from
the extensive array and its analysis;
= the changes of philosophy of education: providing the interactive partnership’s model the relationship
between professors and students as subject with subject unlike current ‘subject — object model’;
= the educational environment which gives the opportunity for professors to play the role of a guide on the
way of 'knowledge mining' should be created in these universities;
= the services of higher education are getting more internalized with increasing of numbers of foreign
students abroad;
= universities are becoming more global, thus we should apply a new criteria of quality evaluation in global
dimension, which are well-wide recognized;
= system of higher education institutions is becoming not only a producer of educational services and a new
knowledge to its customers (which has the own centres, powerful scientific centres and laboratories, where
able to attract students of such universities), but also as their consumers through the creation the powerful
research centres in such universities that are actively involved to the introduction of innovation in different
spheres of economy and innovation activities;
= the appeal of «education hubs» is broadening;
= technology is becoming increasingly central to education worldwide;
= educational cooperation through the creation of consortia is becoming more common;
= principle of regulation of higher education by the state is modified because the competition among
universities is increased due to the lack of borders in the educational environment;
= the need to involve the universities to the project activities aimed at solving both national and global issues
of economy of the countries.
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Abstract:

The paper aims to investigate the relationship between international migration and economic growth across the regions of
Poland. In most studies, the potential determinants of migration have been investigated, while the impact of these flows of
individuals on economic growth has received less attention. Using a panel data during the time period 1999-2005, the authors
tested if different kinds of migration flows, distinguished by educational level, had an effect on economic growth. In order to
control both the issue of endogeneity, due to the presence of some potentially endogenous variables among the explanatory
variables, and the problem of omitted variables, the paper implements the difference-GMM of Arellano-Bond. The findings
show that high-skilled in-migration flows has a strong positive impact on the growth dynamics of Polish regions. On the other
hand, the outflow of skilled individuals reduces the regional skill-intensity and has a negative effect on income. The results also
support the idea that skilled-migration can promote the provincial convergence.

Keywords: skilled-migration; international flows; regional convergence; Poland
JEL Classification: R10; R11; R23
Introduction

The present paper focuses on the effect of migration on destination places. In particular, by distinguishing the
international flows we are interested in through investigating the role of skill-selective migration on regional growth
in Poland. The economic and demographic characteristics make Poland an interesting case study in Europe. This
country, indeed, represents the most populous among the new European Union members. Furthermore, the
literature on the relationship between migration and regional disparities of Eastern European countries is less
common than the literature on developed countries. The main findings reveal, on average, an amount of migration
flows relatively less and decreasing with respect to the other developed European Union members (Kertesi 2000,
Fidrmuc 2004, Bornhorst and Commander 2006, Ghatak et al. 2008, Ghatak and Pop Silaghi 2011). Moreover, the
literature gap is accentuated by the additional scarcity of studies focused on the effect of migration on regional
convergence in Eastern Europe (Kirdar and Saracoglu 2008, Wolszczak-Derlacz 2009, Bunea 2011). This paper
adds to the literature confirming that mobility of the more educated has a positive effect on the host regions and a
detrimental effect on the sending regions in Poland. The remainder of the paper is organized as follow. In Section
1 is provided the literature empirical background, in section 2, the descriptive analysis and econometric model will
be specified and the results will be presented. Finally, in the last section, we provide the main conclusions of the
analysis.
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Conclusions

The aim of the present paper is to analyse the consequences of the relationship between international mobility and
economic growth in an emerging country like Poland during the period 1999-2005 and to extend the results to other
national contexts through innovative features.

The study indicates the presence of a decreasing process in terms of economic disparities and finds that
the characteristics of migration flows contribute to explaining this phenomenon. The results attest to how
heterogeneous the effects of migration are when the skill content is considered. In particular, in line with other many
studies, focused on the consequences of internal selective migration (Fratesi and Percoco 2014, for the Italian
regional context and Kubis and Schneider 2016, in Germany), the estimates highlight that regions mostly capable
of attracting high-skilled individuals experienced a positive path of growth in terms of income per capita. This paper,
indeed, shows how the other two kinds of flows with lower skill contents do not exert a significant effect on economic
growth. Therefore, the analyses confirmed that the attractiveness of tertiary educated individuals represents a key
factor able to create a regional competitive advantage.

If a consolidated literature has shown the existence of the link between interregional flows and economic
growth, analogous consequences are also found when international mobility is taken into consideration. However,
when attention is paid to the convergence process, the analyses suggest a different picture with respect to the
literature. The final effects due to the mobility depend, indeed, on the regional composition of the migration flows.
The higher human capital emigration in the centre regions has surely contributed to the convergence process.
However, the peripheral areas, especially those located in the Eastern part, continue to register high human capital
emigration rates that are, at times, higher than the in-migration. The situation could lead to a trend reversal with
different consequences on the economic disparities. In other words, a divergence process could take the place of
the previous slight convergence. These considerations are also interesting if we consider the entrance of Poland
in the European Union. In this direction, future researches are necessary in order to verify if and to what extent this
phenomenon represents a structural break and if it has had an effect on the evolution of both internal and
international migration.

In summary, the present paper suggests paying attention to both on strategies able to attract human capital
and policy oriented to promoting growth and to reducing the economic disparities. The policy maker should be
focused on several actions able to sustain the ability of a territorial system to attract human capital in order to create
virtuous mechanisms for the economic development. We strongly believe that the entrance of the Poland in
European Union has reinforced the role of Polish regions in terms of attractiveness of migration flows.
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Abstract:

The topicality of the study is determined by the need to find optimal ways of innovative entrepreneurship financing as an
important factor of economic growth of the country’s economy. The article is aimed at developing conceptual, organizational
and methodical bases of innovative development financing in the context of macroeconomic reforms in Kazakhstan, identifying
the role of state development institutions and financial instruments applied in the implementation of the state program of
industrial-innovative development. The research substantiates the specific proposals to improve the state policy in innovation
financing, shows the role of financial and credit instruments in the economic and innovative development of the country as the
fundamental factors affecting the dynamic development of innovation, studies the basic forms and methods of the country’s
innovative development stimulation, examines international experience and analyzes the level of innovative activity financing.
The research findings are of practical value for improving the process of state regulation of the innovative entrepreneurship
financing, the rational allocation of available public and private (commercial) resources; streamlining methods of providing
state support for innovative entrepreneurship; raising the level of investment attractiveness of innovative entrepreneurship
through the organization of effective interaction of this institute with innovative infrastructure facilities.
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Introduction

Financing of innovative activity of entrepreneurship is allocation and use of funds for the design, Financing of
innovative activity of entrepreneurship is allocation and use of funds for the design, development and organization
of manufacture of new products, services, for the creation and introduction of new equipment, new technologies,
development and introduction of new organizational forms and methods of management. Access to financing
remains a major constraint to innovation.

The financial system of Kazakhstan is based, primarily on the banking segment, as the stock market is
playing a minor role in the financing of companies so far. The banking system favors industries which are mostly
based on incremental innovations. And the banks, as a rule, are not willing to bear the risks associated with the
(radical) innovation projects and SMEs, particularly start-ups and service companies that are unable to provide
collateral. At the same time, financing of radical innovation is closely connected with the development of equity
instruments, and in particular those relating to funding at the initial stage of the company’s work. Focus on equity
financing is likely to increase in the medium and long term, as the economy develops and becomes more complex.
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Conclusion

Summarizing, it can be stated that in the course the research, the following tasks have been solved:

1)
2)

the role of financial and credit instruments in the economic and innovative development of the country is
shown as the fundamental factors influencing the dynamic development of innovations;

the main forms and methods of stimulating the country’s innovative development have been studied.
Stimulation of innovation concerns all business entities. The low level of interest rates in the country
positively influences the development of innovative processes, and a high level of inflation reduces this
indicator. The level of competition in the market exerts an ambiguous impact on the innovation activities.
The product patent system stimulates innovation, acting as a mechanism for reducing risks. Preferential
taxation is an incentive for the search for innovations and their commercialization. The creation of
technological parks where incentives are provided for participants in the innovation process also
contributes to the development of innovative activities;

the foreign experience has been studied, which shows that the formation of the competitiveness of the
national economy is based on the development of the innovation sphere, while financial and credit
instruments play a key role as levers of influence. In recent years, to correct market and systemic
failures’ in the areas where acute social needs exist, OECD countries and emerging economies have
used targeted tools to stimulate the demand for innovations. These tools include public procurement,
regulation, standards, consumer policy, consumer innovation initiatives, and the leading market
initiatives;

the analysis of economic and innovative development of the Republic of Kazakhstan has been carried
out. In Kazakhstan an increasingly important emphasis is put on innovations, the country strives to
develop scientific and technological capabilities and to implement close integration of science and
business. Nevertheless, in recent years, gross domestic expenditure on R & D has not grown as fast as
GDP. Innovative activity in the country does not have a stable growth trend yet, which is connected with
post-crisis phenomena in Kazakhstan’s economy;

the progress of implementation of state programs for the innovative development promotion has been
considered. Activation of innovation activities gains key importance for the sustainable economic growth
of the country. At the same time, without a purposeful participation of the state, it is impossible to achieve
a breakthrough in technological and structural reorganization. The state needs to fulfill its strategic and
coordinating functions in economic processes. The Government of Kazakhstan has extensive programs
aimed at diversifying the economy, including programs to stimulate innovation activities: Strategy 2020,
the State Program for Accelerated Industrial and Innovative Development of Kazakhstan for 2010-2014
(Stage 1); State Program for Innovative and Industrial Development of the Republic of Kazakhstan for
2015-2019 (Stage 2), Program for Innovation Development and Assistance to Technological
Modernization, R & D Strategy and Programs, Comprehensive Business Support Programs such as the
“Business Road Map 2020” and “Productivity 2020” programs. The focus of these programs is on
creating a favorable business environment and encouraging the private sector; introduction of incentives
for the creation of knowledge-intensive, high technology export-oriented enterprises, introduction of new
means and tasks to address a number of problems that limit innovative development;

the level of innovation funding has been analyzed and problems encountered by the system of financial
support for innovation have been identified: the fragmented nature of the state policy in the field of
financing and its insufficiency to create a broad mass of innovative enterprises, the lack of a sufficient
system for financing innovative projects at all stages of the project, especially at the initial stage;
inadequate provision of service support in forwarding of innovative entrepreneurship when obtaining
financial resources; insufficiently effective financing mechanisms for entering the international market;
insufficient financing of researchers’ scientific activities leading to ‘staff scarcity’ in the scientific and
innovation spheres.
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The proposed measures in the field of grant and bank financing, as well as tax incentives will not only
increase the number of firms actively participating in innovation activities, but also will create an appropriate
investment climate in the country for active implementation of innovations.
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Abstract:

The Cross-Cultural Adaptability Inventory (CCAI) was administered to a sample (n= 152) of international and domestic students
studying at the University of Economics in Prague to assess their cross-cultural adaptability. Adaptation to non-native cultural
environments is essential for study or work related sojourns. The results indicate that as far as cross-cultural adaptability of
students is concerned, there are significant differences between gender and country of origin groups as measured by Flexibility
and openness dimension of the CCAI (FO scale). Among the main findings: female students scored higher than male students,
Anglo-Saxon and French students scored higher and the Czech and Slovak students lower on the FO scale than the other
culture groups. Possible reasons for these differences are discussed. To our knowledge, this is the first study of this kind
conducted in Czechia.
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Introduction

In our globalised world, people move from one country to another to pursue their personal or professional interests.
Such relocations demand considerable level of innate abilities and skills. Intercultural awareness and knowledge
of different cultures is becoming a necessary aspect of life for international students and workers. One of the main
advantages of moving across international borders is learning how to live in the globalised world. Indeed,
businesses and universities use various training methods to facilitate the transition from one culture to another
which can be a demanding process. According to the Czech Ministry of Education, Youth and Sport, there were
over 42 000 foreign students studying at public and private universities in 2015 and there were about 12 500 Czech
students studying at foreign universities (CMEYS 2016). The number of foreign students in Czechia is growing
every year (www.czech.cz/en/104255).

Culture has been defined in many ways across many academic disciplines. Parsons, a sociologist, defines
culture as the management unit of the social system (Jandourek 2001). Trompenaars an international management
guru, defines culture as the means by which people communicate, perpetuate and develop their knowledge about
attitudes towards life (Trompenaars at al. 1998). Hofstede (1997), a social psychologist, defines culture as collective
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programming of the mind. Berry, whose field of research is culturology, proposed that culture is a sum of ways of
living of a group of people within a society which is culturally passed from one generation to another (Berry et al.
2002).

Cross-cultural adaptation, in literature often referred as acculturation, is a process of psychological
adaptation of an individual to a new culture. According to Bennett, acculturation is a process in which intercultural
sensitivity of an individual changes from an ethnocentric to an ethnorelativist stage. This change is the key to
successful acculturation (Bennett 1998). According to Bennett, acculturation skill development is achieved at two
levels: culture-specific and culture-general. At the culture-specific level, the relocating individuals need to be aware
of the “emic” grid of their original culture in order to adopt effective communication in any new cultural environment
with a different “emic” grid. At culture-general level, skills that would be useful in any cross-cultural situation are
adopted by relocating individuals. This approach, based on more generalizable skills, is the intercultural equivalent
of “etic” cultural analysis. According to Berry (2002), the cross-cultural adaptability varies considerably between
individuals and is affected by a range of factors such as ethno-cultural background, gender, age, education level,
efc.

According to Berry (2002), changes occur during the acculturation process in an individual due to his or her
contact with individuals from another culture. During this process individuals may choose to abandon behavioural
patterns common in the original culture and accept new patterns of behaviour (Berry at al. 2002). This process is
commonly accompanied by feelings of uncertainty, frustration and depression. Such experiences are referred to in
literature Oberg (1960), Hofstede (1997) as “Culture shock” (Hofstede 1997).

On the other hand, individuals from highly ethnocentric cultures may choose to retain behavioural patterns
common in the original culture. In this case acculturation to a new culture may be extremely difficult or impossible
(Berry at al. 2002). According to Berry (2002), personality traits are influential during acculturation of an individual.
These include traits which make adaptation easier as well as those which make it more difficult. The author
mentions, for example, extraversion and introversion. Others have used personality scales to reflect differences
between individuals in their ability to adapt to new cultures (Eysenck Personality Inventory — EPI-1975), (Berry et
al. 2002, 89)

Several instruments for measuring intercultural sensitivity have been developed and used extensively, such
as The Intercultural Development Inventory (IDI) by Hammer and Bennett (2002), Development Model of
Intercultural Sensitivity (DMIS) by Bennett (1998), Intercultural Sensitivity Scale (ISS) by Guo-Ming Chen and
Starosta (2000), and the Cross-Cultural Adaptability Inventory (CCAI) by Kelly and Meyers (1995).

Kelly and Meyers (1995) suggest that there are four dimensions influencing the level of cross-cultural
adaptability: openness and flexibility, personal autonomy, perceptual acuity and emotional resilience. Scales were
created for each dimension. Flexibility and openness scale (FO scale) reflects individual’s tendency to be broad-
minded and open toward others. The ability to be flexible and non-judgemental is often associated with cross-
cultural effectiveness. Personal autonomy scale was created to assess how well one will be able to appreciate
cultural differences while maintaining his or her personal sense of self. Perceptual acuity dimension focuses on
one’s ability to identify both verbal and nonverbal cues from individuals from another culture. Finally, emotional
resilience is defined as being able to maintain positive emotions while being surrounded by unfamiliar environment
with respect to cultural cues. Individuals immersed in a new culture often experience negative emotional reactions
(i.e., culture shock). The emotional resilience scale was created to represent an individual’s ability to cope with
these feelings. The CCAl is considered to be a reliable and valid instrument for assessing personality, behaviour
and skills required for cross-cultural adaptation (Ward et al. 2000). According to Hoffman, the CCAl is the most
reliable indicator of an individual’s cross-cultural adaptability (Hoffman 2002).

Focussing on groups involved in cross-cultural adaptation, previous studies indicate that cultural distance
determined particularly by linguistic or religious differences may be an important factor influencing cultural
adaptation (Berry et al. 2002). According to Berry, the greater the cultural difference between the original and the
host culture, the greater the problems experienced by individuals (Berry et al. 2002). These results indicate that the
greater the cultural difference between the original and the host culture, the greater the adaptation difficulties.
Moreover, participants from countries with a long tradition of international travel, student exchange programs and
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international professional sojourns could be expected to possess higher level of adaptation skills than those from
inward looking ethnocentric cultures. It could therefore be expected that the scores on the CCAI scales will be
different according to the culture of origin.

Previous research also indicates that women tend to be less adaptable to new local conditions than men,
particularly in masculine oriented cultures. According to previous research, focussing on business sojourners,
women seem to depend more on social support (Ward et al. 2001). Because of this finding, it is likely that women,
particularly women sojourners, for example students, could be less adaptable to new local conditions than men.
Consequently, it could be expected that the scores on the CCAI scales will be lower in women than in men (Ward
et al. 2001, 93, 186).

In this study, the focus is on comparing gender and culture of origin of participants with respect to individual
CCAl dimensions. Previous research is considered in the formulation of the research hypotheses. The dependent
variables in this study are the levels of the CCAI dimensions. The independent variables which may influence the
levels of CCAl dimensions are gender and cultural differences as defined by country of origin.
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Conclusion

In conclusion, the most important finding of this study concerns the effect of gender and culture on adaptability to
other cultures as measured by flexibility and openness (FO) dimension of the CCAl instrument. All females scored
significantly higher than all males on this dimension. This finding could indicate a new positive development in the
ability of women to relate to cultures other than their own, which is contrary to previous research. Czechs and
Slovaks as a group scored significantly lower than all other culture groups combined and Czech and Slovak females
scored significantly lower than the combination of all other females. It is evident that the significant differences in
the flexibility and openness (FO) values between all females and males, Czechoslovak and other culture groups
and Czechoslovak females and other females are due to the exceptionally high flexibility and openness scores for
Anglo-Saxon and French female students. The reasons for high flexibility and openness scores for these students
could be due to prevalence of long lasting democratic tradition, ethno-relativist and possibly also feminist attitudes
in their home cultures. On the other hand, the Czech and Slovak students may still be under the influence of the
past relative isolation of their cultures during communism. The tendency to stay isolated from other cultures is
subject to cultural inertia and may have an impact for a long period of time. To our knowledge, this is the first study
of this kind conducted in Czechia. For further similar studies, it could be advantageous to work with a bigger sample
and larger spectrum of culture groups. Such research could be useful in formulating EU policies including
improvement in intercultural understanding, university exchange programs and company professional sojourns.
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Abstract:

The article seeks to classify the innovative structure of universities, which allows identifying particular facilities of the
universities’ infrastructure based on definite criteria. It is focused on the development of comprehensive measures for
incorporating the results of innovative, scientific and technological activities of higher education institutions into the economic
activities of the subjects of the Russian Federation. The practical significance of the study lies in the possibility of using the
results obtained by the state authorities during the implementation of the anti-crisis plan of the Russian Government, while
forming and adjusting the strategy for the development of subjects of the Russian Federation and educational organizations to
improve universities’ cooperation with enterprises, develop the universities’ innovative infrastructure, attract leading scientists
to the universities, provide the universities’ participation in the implementation of innovative development programs for publicly
owned companies, create and develop university-based engineering centers, etc. The article contains the original outcomes
of studying full functional infrastructure of the universities having a set of properties that would facilitate implementation of
innovative processes on a regional and nationwide scale to ensure their effective functioning. The necessity of creating an
organizational and functional model of the Russian universities’ innovative development is substantiated.

Keywords: economy; management; region; university; innovative activities; innovative infrastructure
JEL Classification: 032
Introduction

The experience of developed countries confirms that in the conditions of global competition in the world market,
one who has developed infrastructure for creating and implementing innovations is guaranteed to win (Guadix et
al. 2016, Kasim et al. 2016, Kalnins and Jarohnovich 2016). Therefore, for the effective functioning of the country’s
innovative economy, the innovative infrastructure of the universities should have a set of such properties that
facilitate the implementation of technologies for creation and dissemination of innovations on a regional and
nationwide scale, which implies the active participation of the university’s community in this process and the creation
of business entities, small innovative enterprises by budgetary scientific and educational institutions for the practical
application of the results of intellectual activity and implementation of innovative projects (ASI 2014).

At present, there are quite a few innovative infrastructure facilities in the world aimed at supporting and
developing innovative projects, start-ups and innovative business: business incubators, technology parks,
technopolises, innovation and technology centers, etc. All of them perform certain functions, provide various
services, place certain demands on their residents and users. However, in most cases the boundaries between
these elements are very blurred or even erased: they have the same goals, they provide the same services, but
often there is no clear understanding of the differences between existing elements, their features and capabilities.
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Conclusion

In the conditions of rapid development of society, fundamental changes are taking place in the system of higher
education. Today we observe processes of sustainable integration and cooperation of science, education and the
real sector of the economy, as a result of which high results are expected from the higher education system, first
of all, making a significant contribution to the formation of regional and national innovative systems.

The article considers approaches to forming the university’s innovative infrastructure as a set of interrelated
and partly interdependent structural elements of the university’s innovative activities with the overall goal of bringing
innovative, organizational and information processes to a logical conclusion. The article reveals that the economic
nature of the university’s innovative infrastructure is determined by the high degree of influence exerted by
innovative processes on the economic development of the region and the country.

The conducted analysis of the innovative infrastructure of 42 universities showed that the university’s
innovative activities are characterized, basically, by the stages of initiation and materialization of the idea; and such
stages as the implementation efficiency assessment and innovation diffusion are in the course of formation and
development. It can be stated that the appropriate management structure has not yet been formed, there are no
clearly defined principles for creating the university’s innovative infrastructure, and management functions at these
stages of the innovation process have not been defined. Based on the outcomes of analysis of universities’ R&D,
it can be concluded that in most cases they are related to investment development, because there is no mechanism
for their commercial implementation.

Studies of the universities’ innovative activities have shown that most innovative infrastructures belong to
the production and technological type of the organization, more than 20% of universities have an expert and
consulting structure, 11% of organizations are characterized by a financial and investment structure. At present, 8
components of the innovative structure are characteristic for the universities: business centers, business
incubators, technology parks, innovation and technology centers, multiuser centers, technopolises, special
economic zones and innovation centers. Moreover, business incubators and innovation and technology centers
can be referred to young innovative companies, which are present in 20 universities of the 42 surveyed. The
multiuser centers available in 25 universities are the most common structure.

A parallel is drawn between a business company and a modern university with increasing frequency. In
terms of business scope, number of employees, types of activities and other parameters, the university already
refers to large management systems that are based on the principles and instruments of corporate governance.
Studies have shown that the university’s innovative activities depend on the state of the innovation environment,
the external environment of the innovation organization. The main barrier to effective cooperation between
universities and business is the absence or lack of institutional support, namely: there are no structures regulating
innovation activities or they are insufficiently developed; there is no transparency in the organization of innovative
activities; there is low level of trust among the participants and innovative infrastructure imbalance. Currently, the
universities do not have permanent close cooperation with business in the innovation field. In addition, often they
do not raise sufficient revenues from the commercialization of innovations.

The study showed that the range of innovative sectors of the regional economy and the need to introduce
innovations should be expanded - it is not only industrial enterprises, but also enterprises of other sectors of the
regional economy, since not all regions have industrial orientation — the share of agrarian-industrial sector is high,
as well as the share of the construction industry materials sector and the tourism and recreation sector. Innovations
should be focused, first of all, on those industries that are drivers of the regional economy as a whole.

To increase the effectiveness of interaction between scientific structures, universities, specific enterprises
at the regional level, it is proposed to create the following model: to form a unified database of scientific and
technological inquiries of specific enterprises in the region; on their basis, using the results of regional scientific and
technical forecasting, to create a database of research topics; to arrange the implementation of priority research
works of an innovative nature on a competitive basis; to implement the results obtained and commercialize
innovation. The presented model is universal and can be detailed for each region, taking into account its specifics.
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The advantage of the proposed model is the openness of the innovation process, as a unified base is formed for
not only the inquiries of enterprises, but also for research and development.
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Abstract:

Universities are considered to be as one of the main drivers of regional development by a number of authors who are convinced
of the positive impact of universities on the region. There are a number of methods of quantification the impact of universities
on the region. However, due to the unavailability of data, these methods can not be applied to the countries of Eastern and
Central Europe. Since the European Commission has not established any comprehensive methodology to analyze the impact
of universities on regional level of countries of Central and Eastern Europe it is necessary to derive the data for regional impact
analysis from national available data. The article analyzes the theoretical basis and various empirical studies measuring the
impact of universities on the region. We also analyze the appropriate method for quantification of the impact, where the Flegg
locational quotient was chosen, which is able to quantify the influence of universities in various fields of economic regional
development, such as regional employment, added value, of output or income through regional multipliers obtained from
national input-output matrix.
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Introduction

The article is focused on issue of universities economic impact assessment on regional level. Many empirical
studies from this field can be found within the literature, but only few of them are from the Central and East Europe.
The reason for this is unavailability of regional multipliers, which are the basic condition for induced (total) economic
impact estimation for region.

The aim of this article is to deal with the problem related to the regional multipliers and propose the
methodology for economic impact analysis applicable in the Central and Easter EU countries. The main contribution
of this article is in describing of theoretical and practical approaches for deriving of regional multipliers from the
national input- output matrix.

In the first part, paper describes the theoretical background of EIA of universities on regional level and
different types of impacts are discussed. The first group of impacts are the short term impacts, which generates
direct, indirect and induced effects within the region. The sum of these impacts gives the overall university short
term impact on a region. The second group of impacts are long-term effects related to accumulating knowledge,
human capital and attractiveness of the area where the university is located.

The second part describes the five empirical studies for five different universities. For empirical studies of
following universities were analyzed: University of Strathclyde in Glasgow, University of Birmingham, University of

17 Némcovej 32, Kosice, Slovakia
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Warwick, Kent University and University of North Carolina. All of the mentioned universities have a different
approach to measure its impact (short-term or long-term).

The last part proposes the methodology and it deals with the main differences found between the above-
mentioned empirical studies. This part of the paper is describing the most appropriate approach which is devoting
the regional multipliers from the regional i-o matrix through Flegg’s location quotient, FLQ. The part also deals with
the description and application of four types of multipliers, which are the output multiplier, income multiplier; value
added multiplier and employment multiplier.
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Conclusion

The article discusses the economic impact assessment (EIA) of universities in the region and finding appropriate
ways of measuring this impact. This article focuses mainly on Central and Eastern Europe because these countries
lack a comprehensive approach to assessing these impacts through regional multipliers.

Many authors have considered the impact of universities on the region and the municipality as a positive,
thanks to which the region is becoming a competitive institution, which by increasing the quality of human capital
in the region and spillover effects supports the arrival of new companies to the region and helps existing businesses
with innovations. For this reason, finding out the economic impact of the university community or region is crucial
for obtaining grants and subsidies from the state budget or the budget of the European Union.

EIA is usually used to demonstrate the importance of the university for the community or region in terms of
impact on regional output, employment, value added or income. The article discussed the approach to assessing
these impacts through regional multipliers derived from national and I-O matrix.

The main advantage of proposed methodology is that it can also be used in countries, where no regional
multipliers available. The only need for data is the availability of national I-O matrix and also information about
regional employment, regional value added, regional output and finally, the regional income.
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The paper deals with the problem of perception of migrant workers in host societies. Active migration flows and growing
intercultural interaction have determined the need for the optimization of labor migrants’ socio-cultural environment. It is
impossible to accomplish without public attitudes monitoring. In this regard, the youth aged 18-24 was surveyed. Empirically
obtained results of questionnaires for students (n=5 355) have proved our assumption that majority of young people associate
the growing of number of labor migrants with the adverse consequences for socio-economic life. Thus, 38,5% have a negative
attitude to migrant workers in general. More than half of respondents supported the complication of legislation for labor
migrants, which is combined with the current trends of reforms in migration policy in European countries. In summary, we
suppose that attitude of the young indigenous population to migrant workers has a proclivity to develop into the problems of
internal interethnic relations and marginalization.
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Introduction

In the context of expanding globalization, the problem of coexistence of diverse cultures has become more urgent
(Killen and Wainryb 2000). Two main causes that determine such situation can be identified. Firstly, there is
multinational composition of countries (Gordienlo 2014); secondly — constantly growing migration flow (Vezzoli,
Villares-Varela, and Haas 2014).

At present moment, Russia is a center of Eurasian migration system (Tarr 2016). It is interested in
consolidation in the post-Soviet space and considers interaction with CIS countries as a priority of own migration
policy (Ivakhnyuk 2006, Ryazantsev et al. 2015). Emphasis is placed on the fact that immigrants would be able to
solve economic problems (Denisova 2014).

Actually, attracting of labor migrants can minimize the deficit in highly qualified personnel (Castles 2000).
Although, this may entail negative consequences in the form of lower wages for local workers, or increase the level
of unemployment (Stark and Bloom 1985). In this regard, Asian governments have set a minimum remuneration
for foreign employees (Balch 2010) and have created special departments or agencies to manage labor emigration,
such as the Bureau of Manpower, Employment and Training in Bangladesh, or the Office of the Protector of
Emigrants within the Ministry of Labor in India.

At the same time, European and Australian authorities actively implement reforms aimed at selecting certain
migrants (Hollifield, Martin, and Orrenius 2014). Russian laws complicating the legalization for migrant workers
from CIS countries with visa-free entry to Russia came into force on January 1, 2015. Therefore, citizens of
Uzbekistan and Tajikistan will be able to travel to Russia only by foreign passports, not by internal passports or
equivalent documents (Tkach and Bredikova 2016).

The significant increase in the number of immigrants in Russia, which ranges from 6 to 6,5 million in first
half of 2016, leads to the emergence of new social conflicts (Vakulenko and Leukhin 2016). That is why we define
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the rejection of labor migrants by nationals in host countries as an acute question. We examined young nationals
as a special category because of the critical level of opposition to other values.

The optimization of such situation is frequently considered by scholars in the context of multiculturalism
(Green and Staerklé 2013). We can note that multiculturalism differs from the model of cultural unity that was a
characteristic of the 20th century, when the culture of ethnic majority had dominated and ethno-cultural minorities
were assimilated or absorbed as a subcultural community (Kymlicka 2012). Thus, it is directed to providing equal
opportunities for members of society in all spheres of life (Pakulski and Markowskiand 2014). It means that the
participants of intercultural interaction enter the process of communication with different communicative
expectations that are determined by the peculiarities of their native culture and stereotypes that influence their
assessment of the partners from other cultures (Vertovec 2010).

We understand marginal culture as a special kind of subculture that has its own specific features. Unlike
titular communities that are characterized by the openness of communication, marginal groups lead a secluded life,
either not integrating at all or integrating slightly into the socio-cultural environment of their host country. Emotional
depression, hidden aggression and inaction strengthen a polarization of world perception (friends and foes) and
make social tension that can be hidden or open much deeper (Kretsedemas 2013).

It should be taken into the account that language barrier also breaks communicative links with the social
environment in which they live and forms a negative attitude to the outside world because it is perceived as foreign
and hostile. Lack of language skills creates not only cultural-communicative, speech and psychological barriers for
full social and professional interaction within the legal framework of society. Language barrier serves as basis for
conservation of closed ethnic groups that for some reason found themselves in conditions of “forced intercourse”
with the representatives of other ethnic groups, authorities and employers (Toffler 2002).

We see the formation of a new social space full of various cultural codes, symbols, meanings that constitute
eclectic or “mosaic” culture minimizing opportunities for cultural dialogue. According to N. Luhmann, new forms of
sociality that appear under such circumstances are directed not to interpersonal interpenetration but to pragmatic
orientation. Such state of a person is typical for both the host country and migrants. Closed communication space
of local societies provides migrants with unity of language, preservation of traditions and norms of communication,
peculiarities of domestic culture and limits their integration into cultural-communicative space of titular nations
(Aronin and Singleton 2012).

Due to some objective circumstances, large numbers of migrants form social groups that appear outside
positively oriented social systems — schools, higher educational establishments, social organizations, political
parties, labor unions etc. Under the conditions of semi-legal existence, groups of migrants form their own social
systems, the life style of which often contradicts moral and legal regulation of social processes (Rios 2011).

However, modern forms of transport and communication make it possible for labor migrants and their
descendants to maintain long-term links with the ancestral homeland (McLaren 2012). This becomes the basis of
transnational development of communities.

The countries, which receive immigrants, have been able to cope with this situation more easily, since
absorption of immigrants has been part of their myth of nation building. However, this mainly applies to European
countries (Kolst 2014).

It is pertinent to point out that the key question for Russia is whether immigration will lead to settlement,
formation of ethnic communities, and new forms of cultural diversity. Whatever the policies of the government are,
they may cause adverse reactions of certain types of the population. The world experience of the last 10 years
shows that youth perceive the newcomers as the cause of insecurity (Edge and Newbold 2013, Testé et al. 2012,
Lavri€ et al., n.d.).

Moreover, migrants may be seen by society as a danger to public cohesion. It can be confirmed by the
expansion of European extreme-right parties establishing anti-immigrant campaigns (Art 2011) and by the policies
for large-scale deportations during the Asian Crisis in 1997-1999 (Castles and Miller 2009).

Whereas nearly quarter of the Russian population is under the age of 25, we suppose that the question of
attitude of young indigenous population to migrant workers has a tendency to develop into the problem of interethnic
relations inside the country.
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Discussion and conclusion

Obtained results confirm the aggravation of the marginalization issue. Within the cultural approach, this term is
examined as a consequence of migration and intercultural interaction (Park 1928). In this regard, (Durkheim, Lukes,
and Halls 2014) had noted the complex processes of cultural interaction, especially among young people of both
migrant and titular nations, revealing the problem of social anomie.

Numerous forms of deviant behavior appear in groups of migrants due to the poverty, low level of education,
rejection of cultural standards of the host country (Savrutskaya, Nikitin, and Semenov 2014). Thus, so-called “effect
of the third generation” in France in 2005-2006 shows that the problems of migration, marginalization and anomie
are poorly studied (Claire, Laitin, and Valfort 2014).

In the countries of Western Europe, the ideas of multiculturalism have been used as a methodological basis
for setting out principles of migration policy in accordance with the traditions of liberalism and democracy. However,
as leading politicians of these states confessed, this policy did not reduce tension in interethnic relations (Locke
and Bailey, n.d.).

Goss and Lindquist (1995) had developed the theory of structuration to international labor migration using
case study material from the Philippines. Later their achievements were used to study migration processes in
Poland (Szewczyk 2015) and Vietnam (Hoang and Yeoh 2015).

Determining the attitude of students to labor migrants in Russia we rely on the psychosemantical approach
(Petrenko 2010). It implies that the perception of representatives from different ethnic or social groups provides the
usage of differentiation mechanism. Thus, the poll conducted by the Institute of Sociology and the Center for Ethno-
Political and Regional Studies of Russian Federation, which covered 11.864 respondents, showed that 16% of the
surveyed were hostile towards migrants who came only to work and did not intend to live in Russia permanently
(Mukomel 2011).

It can be assumed that such public attitudes as well as devaluation of the ruble partially caused cautious
relation of citizens of the Baltic States to the prospects of working in Russia (Denisova 2014) and also the interest
of the nationals of Georgia and Azerbaijan in employment in Western countries (Yunusov 2013).

Presently, the flow of workers coming to the country consists mostly of representatives of the CIS countries
(Uzbekistan, Tajikistan, and Ukraine) and China. The citizens of Germany, Great Britain and the United States
dominate among the highly qualified foreign specialists (Labor and Employment in Russia, 2013). Therefore, the
potential of labor migration is still large.

International events connected with the outbreaks of ethnic and religious conflicts in Karelia, in Manezhnaya
Square in Moscow, in Birulevo and Arzamas in Nizhegorodsky region have proven that there is certain tension in
the sphere of international relations among youth (Dafflon, n.d.). Evidently, these problems are connected with the
attitude of the rising generation towards migrants, including labor migrants, and they should be sorted out. The
problem of coexistence of diverse cultures identifies the need to examine public opinion on labor migrant flows.
The views of youth are of special interest.

The poll showed that 38,5% of young people have a negative attitude to the labor migrants on the territory
of Russia, while the positive indicators constituted 37,1%. The main causes of the newcomers’ rejection are
associated with the possible growth of crime rates, inter-ethnic conflicts and reduction of the number of jobs for the
host country nationals. Therefore, more than half of students were in favor of legislative changes that would
complicate the being of migrant workers in Russian Federation. 515 respondents had willingness to express
position on the problem of labor migrants by rallies, demonstrations, pickets, and other protest actions. 38,7% of
surveyed are ready to do this through Internet forums, blogs and social networks.

The submissions may be useful for the following research on marginalization, multiculturalism, interaction
of migrant and titular nations, convictions of youth, and problems of social anomie.
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