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CONSIDERATIONS REGARDING THE HORECA INDUSTRY IN BIHOR COUNTY. AN
ECONOMETRIC APPROACH

Si mona Roxana P Mariugdohstpetia,Mihai Dinu

Faculty of Agri-Food and Environmental Economics, Bucharest University of Economic
Studies, Bucharest, Romania

rpatarlageanu@eam.ase.ro

constantinmarius15@stud.ase.ro

mihai.dinu@eam.ase.ro

Abstract: The tourism and restaurant sectors contribute to the local economy in many ways
and can ensure achieving the sustainable development goals. Since Bihor County presents
great potential for the development of the HORECA industry, both locally and nationally, the
main objective of this research was aimed towards studying the dynamics of the indicators
specific to this field. More precisely, the main objective was to quantify the influence of
indicators specific to the HORECA industry on the average monthly nominal net earnings in
the industry in Bihor County. The multiple linear regression methodology (least squares
method) was applied in this study, in order to validate or reject hypothesis that the average
monthly nominal net earnings in the HORECA industry in Bihor County is strongly influenced
by a series of specific indicators. Findings validate this hypothesis because the coefficient
of determination indicates that the multiple linear equation successfully (78.89%) predicts
the directions of influence between the previously mentioned indicators. Out of all the
indicators included in the regression model, the increase with one unit of the relative change
of the number of active enterprises in Bihor in the HORECA industry determines the biggest
increase of the relative change in the average monthly nominal net earnings in the HORECA
industry in Bihor, an increase with 1.058%, should the other exogenous variables remain
constant.

Keywords: HORECA industry, Bihor County, multiple linear regression, county-level
analysis, Romania.

JEL classification : C22, C32, C5, R40, Z31.

1. Introduction

Bihor County is considered to present great potential for tourism development, considering
the partnerships and networks of cross-border cooperation in tourism at the Euro-regional
level (Dodescu and Borma, 2017). The emergence and development of common European
policies have fostered cross-border cooperation and proactive self-governance through a
major increase in the involvement of local authorities and communities (Badulescu,
Badulescu and Borma, 2014). The rural tourism in Eastern European developing countries
meets the conditions of sustainable activities and harnesses the potential of the local
touristic resources (Badulescu et al., 2016). Nationally, the tourism and restaurants
(HORECA) sectors had to face many challenges in order to ensure its economic
sustainability (Chiriac, 2015).

Recent perspectives of the HORECA industry refer to the opportunities for increasing its
competitiveness via e-commerce (Yaneva and Bichurova, 2018). Moreover, some suggest
that applying hot spot analysis and spatial clustering helps to observe the digital footprint of

"Corresponding author: Simona Roxana Ptttrltgeanu
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tourists, providing valuable knowledge regarding the online representation of a destination,
including from an economic standpoint (van der Zee et al., 2018). Taking into account the
change in dynamics in the HORECA industry, one cannot deny the necessity to elaborate
an analysis which includes important KPIs for a development area/region such as: the
average monthly nominal net earnings in the HORECA industry, the turnover from the active
local units generated by the HORECA industry, the gross investments for tangible goods
made from the active local units in the HORECA industry, the number of active enterprises
in Bihor in the HORECA industry, the number of airport passengers. The correlation of the
previously mentioned KPIs is significant enough for representing a detailed image regarding
the role of the HORECA industry in the local economy development throughout Bihor County
(Herman et al., 2017).

Since the human capital is important, especially in this sector of the economy (Filimon et al.,
2019), the main research question addressed in this paper is whether the average monthly
nominal net earnings in the HORECA industry in Bihor County is influenced by a series of
indicators with local economic impact. And if so, how is the influence manifested and how
can it be quantified? Considering this, the main objective of this research paper is to quantify
the influence of indicators specific to the HORECA industry based on the average monthly
nominal net earnings in the industry in Bihor County, under the hypothesis that the average
monthly nominal net earnings in the HORECA industry in Bihor County is strongly influenced
by the Oradea International Airport passengers, by the turnover from the active local units
(in Bihor, in the HORECA industry), by the number of active enterprises (in Bihor in the
HORECA industry) and by the gross investments for tangible goods made by the active local
units (in the HORECA industry in Bihor).

2. Methodology

As the title suggests, the research methodology is specific to a quantitative approach.
Besides the short statistical analysis carried out, the multiple linear regression methodology
was applied in this research, the least squares method to be more precise. Therefore,
econometrics represents an important form of knowledge used as a research method in this
paper. Econometrics comprises techniques and methods for analysing the dynamics of
variables in many fields of activity, and that of the relationships between variables.
(Anghelache et al., 2019). The multiple linear regression model provides ways to determine
and establish the (in)existence of correlations between two types of variables: a dependent
variable, also called the endogenous variable, and multiple independent variables, also
called the exogenous variabl @06).( Gheorghi St and

Table 1: The indicators included in this research

Code Indicator Unit of Type of Source
Measure | Variable

FOM106A Average monthly nominal net The  Romanian

and earnings in the HORECA industry | RON (lei) Dependent National Institute

FOM106E in Bihor County of Statistics

avia_tf _apal | Oradea International  Airport | Number of Independent | Eurostat

(LROD) passengers passengers

INT104C Turnover from the active local Millions The  Romanian

and units in the HORECA industry in RON (lei) Independent | National Institute

INT104D Bihor County of Statistics

INT101A Active enterprises in the HORECA | Number of The. Romanian

and industry in Bihor County enternrises Independent | National Institute

INT1010 y P of Statistics
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Unit of Type of

: Source
Measure | Variable

Code Indicator

Gross investments for tangible

INT105D . . The  Romanian
and goods made by the active local | Millions Independent | National Institute
INT105B lé?f:tgrln the HORECA industry in | RON (lei) of Statistics
FOM103A . . . Not included | The  Romanian
Population  working in  the | Thousands | . . . .
and HORECA industry in Bihor County | of persons in the linear | National _Institute
FOM103D y P regression of Statistics

Source: Own conceptualisation

Further in this research, multiple indicators were analysed based on the statistical data taken
from the databases of Eurostat and of the Romanian National Institute of Statistics on 13
January 2020, as presented in Table 1. There are some important methodological
considerations to be considered, as it follows:

- FOM106A(E): The average monthly net nominal earnings is an indicator obtained by
subtracting from the gross nominal earnings the following: tax, the social security
contribution and social health insurance paid by the employees.

- avia_tf_apal (LROD): The values of this indicators include all passengers on a particular
flight, counted only once and not repeatedly on each individual stage of that flight, excluding
the direct transit passengers. LROD is the ICAO code for the Oradea International Airport
(IATA code: OMR), located in Bihor County, Romania.

- INT104C(D): Turnover (excluding VAT) represents the income resulted from sales of goods
and commodities, execution of works and provision of services, excluding rebate,
commissions and other discounts for the customers.

- INT101A(O): The Romanian National Institute of Statistics defines an active enterprise as
the entity which, from an economic perspective, is active, namely it produces goods or
provides services, outlay and draws up the balance sheet.

- INT105D(B): Gross investments in tangible goods are investments in new and or in existing
tangible capital goods, whether bought from third parties, acquired under a financial lease
contract or produced for own use, having a useful life of more than one year, including non-
produced tangible goods such as land.

- FOM103A(D): Includes all the persons who work for income, based on a work contract or
a free-lance activity (self-employed) in order to get an income such as salary, in kind
payment etc. This indicator is not included when carrying out the multiple linear regression
and it is only used in the statistical analysis.

In order to validate or reject the previously formulated hypothesis, the multiple linear
regression methodology was carried out on the values of the variables explained in Table
no. 1. Moreover, a statistical analysis was carried out on the time series data.

3. Results
Starting with the statistical analysis of the beforementioned indicators, Table no. 2 was
elaborated and contains relevant information regarding the descriptive statistics:



Oradea Journal of Business and Economics, Volume V, Issue 1

Published on March 2020

Table 2: Descriptive Statistics of the Indicators in the 2002-2018 Timeframe (17

Observations)
Indicator avia_tf_apal | INT104C | FOM106A | INT101A | INT105D | FOM106A
(LROD) INT104D | FOM106E | INT1050 | INT105B | FOM106E
Mean 51,497.65 325.52 5.10 802.88 82.73 790.35
Median 37,070 334 4.80 824 71 790
Maximum 217,005 701 7.30 1,004 187 1,551
Minimum 8,028 77.6 3.60 461 15.90 212
Std. Dev. 53,264.80 171.51 1.078 131.297 | 51.593 363.867
Skewness 2.4099 0.5551 0.7371 -1.1049 | 0.5714 0.4913
Kurtosis 7.3913 2.7304 2.7553 3.9619 2.5666 2.7389
Jarque-Bera | 30.1143 0.9245 1.5778 4.1141 1.0583 0.7322
Probability 0.0000 0.6299 0.4543 0.1278 0.5891 0.6934

Source: Own conceptualisation (data extracted from Eurostat and The Romanian National Institute of
Statistics and processed in EViews 10 Student Version Lite)

The standard deviation is above the mean in the case of the Oradea International Airport
passengers, which indicates an anomaly in the distribution of passengers during the
analysed timeframe (2002-2018), therefore a leptokurtic distribution confirmed by the value
of Kurtosis (7.3913 which is above the desired value of three, considered desirable for a
normal distribution). This anomaly is justified by the increase of passengers in 2017 (160,299
passengers) and 2018 (217,005 passengers, representing 4.21 times more than the mean),
which has caused a shock on the mean (51,497 passengers).

Skewness is an important indicator, since it reflects the asymmetry of data distribution
around the mean. A normal distribution is as close as possible to zero (HIS Markit, 2017). In
the case of the indicators included in Table no. 2, the distribution is not normal and one can
notice the strong positive asymmetry (the Skewness values are above zero) in the case of
the Oradea International Airport passengers, and the weak positive asymmetry (which is still
not desirable when carrying out the multiple linear regression) in the case of all the others
indicators, with the exception of the number of active enterprises existing in the HORECA
industry in Bihor County, which is an indicator characterised by a negative asymmetry (due
to the negative value of Skewness, -1.1049). This is caused because of the low values of
the indicator tracked in the 2002-2006 timeframe (mean: 643 active enterprises, minimum:
461 in 2002), as compared to the values registered in the 2007-2018 timeframe (mean: 870
active enterprises, minimum: 780 in 2011). Moreover, this statistical analysis indicates that
the entrepreneurship in the HORECA industry in Bihor has intensified after 2006, proof being
that the number of active enterprises has increased.

Additionally, Kurtosis is an indicator which reflects the flatness or curving of a distribution as
compared to a normal distribution. In the case of a normally distributed series, the Kurtosis
value is 3. From this perspective, the indicators included in Table no. 2 have a distribution
close to normal, with few exceptions: the number of passengers (previously explained), the
number of active enterprises in the HORECA industry (leptokurtic distribution, due to the
value of 3.9619 which is above the limit of a normal distribution, 3).

Since this research focuses on time series data and the objective is not create a spurious
regression, the variables must be stationary in time (Noriega and Ventosa-Santaularia,
2007). In order to test that, the Augmented Dickey-Fuller statistic test was performed and
the results were gathered together in Table no. 3:

10
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Table 3: Stationarity Testing i Augmented Dickey-Fuller

avia_tf_apal INT104C FOM103A
(LROD) INT104D FOM103D
Augmented Dickey- | t-Statistic Prob t-Statistic Prob t-Statistic Prob
Fuller test statistic | .3.3408 | 0,0313 | 1.4698 | 0.9982 | 0.0900 | 0.9541
Test 1% level | -3.9591 -3.9203 -3.9203
critical 5% level | -3.0810 -3.0656 -3.0656
values 604 level | -2.6813 -2.6735 26735
INT101A INT105D FOM106A
INT1010 INT105B FOM106E
Augmented Dickey- | t-Statistic Prob t-Statistic Prob t-Statistic Prob
Fuller test statistic | 34357 | 0.0252 | -2.5311 | 0.1270 | 1.0148 | 0.9943
Test 1% level | -3.9203 -3.9203 -3.9203
critical 5% level -3.0656 -3.0656 -3.0656
values 1004 level | -2.6735 26735 26735

Source: Own conceptualisation (data extracted from Eurostat and The Romanian National Institute of
Statistics and processed in EViews 10 Student Version Lite)

Because only two indicators (Oradea International Airport passengers and Active
enterprises in Bihor in the HORECA industry) are characterised by stationarity (Prob is below
the limit of 0.05 and the value of the t-Statistic in module is situated between the 1%-5% test
critical values), the data needs to be processed in order to avoid a spurious regression. As
a result, studying the relative change of the indicators from 2002 to 2018 can be tested as a
method to obtain a normal distribution of the series and stationarity. Considering this, Table
no. 4 was elaborated, which contains information regarding the descriptive statistics of the
relative change of the indicators:

Table 4: Descriptive Statistics of the Relative Change of the Analysed Indicators in the 2002-
2018 Timeframe (16 Observations)

Indicator avia_tf_apal | INT104C FOM106A | INT101A INT105D FOM106A
(LROD) INT104D FOM106E | INT1050 | INT105B FOM106E
Mean 0.434 0.156 0.048 0.047 0.258 0.141
Median 0.071 0.162 0.049 0.037 0.216 0.097
Maximum 4.163 0.414 0.194 0.306 1.258 0.604
Minimum -0.779 -0.057 -0.104 -0.133 -0.674 -0.072
Std. Dev. 1.251 0.140 0.086 0.098 0.584 0.151
Skewness 2.2326 0.0496 0.0549 0.6300 -0.0049 1.7914
Kurtosis 6.7126 2.3505 2.1960 4.7449 2.1752 6.6465
Jarque-Bera | 22.4807 0.2878 0.4390 3.0882 0.4536 17.4220
Probability 0.0000 0.8660 0.8029 0.2135 0.7971 0.0002

Source: Own conceptualisation (data extracted from Eurostat and The Romanian National Institute of
Statistics and processed in EViews 10 Student Version Lite)

Regarding the normality of the series distribution, based on data from Table no. 4:

11
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- avia_tf_apal (LROD): Distribution continues to present anomalies. The standard deviation
is still about four times greater than the mean, Skewness indicates strong positive
assymmetry and the series is leptokurtic. However, the value of Jarque-Bera indicates a
small change towards a normal distribution, characterised by a Jarque-Bera value of zero
(in this case, the value dropped from 30.11 to 22.48).

- INT104C(D): The relative change of the turnover from the active local units in Bihor in the
HORECA industry could be considered as having a normal distribution. Skewness and
Jarque-Bera indicate a normal distribution, but Kurtosis indicates that the distribution is flat.
- FOM106A(E): The relative change of the working population in the HORECA industry in
Bihor could also be considered as having a normal distribution, considering that Skewness
indicates a normal distribution (value close to zero) and Jarque-Bera is only 0.4390.
However, the distribution is platykurtic (2.35 7 below the desired 3).

- INT101A(O): The relative change of the number of active enterprises in Bihor in the
HORECA industry is not described by negative asymmetry (as analysed before in the case
of the number of active enterprises), but by a small form of positive asymmetry (0.63). The
leptokurtic characteristic of the distribution has accentuated (from 3.96 to 4.74).

- INT105D(B): The distribution of the relative change of the gross investments in tangible
goods could be considered a normal, taking into account that the value of Skewness is very
close to the desired value of zero, similar to Jarque-Bera. Data is platykurtic (2.17).

- FOM106A(E): The distribution of the relative change of the average monthly nominal net
earnings in Bihor in the HORECA industry is similar to the distribution of the relative change
of the Oradea International Airport passengers (deeply leptokurtic).

Foll owing the r e statianarityhtdsting 7o Augneentedi Dicley-Fuler was
performed in EViews and the results were centralised in Table no. 5:

Table 5: Stationarity Testing i Augmented Dickey-Fuller (on the processed data)

avia_tf_apal INT104C FOM103A
(LROD) INT104D FOM103D

Augmented Dickey- | t-Statistic Prob t-Statistic Prob t-Statistic Prob

Fuller test statistic | _3 7052 | 0.0961 | -3.0081 | 0.0569 | -3.6240 | 0.0186

est | 1%level | -3.9501 -3.9591 -3.9591

critical 5% level -3.0810 -3.0810 -3.0810

values [ 1004 level | -2.6813 -2.6813 26813
INT101A INT105D FOM106A
INT1010 INT105B FOM106E

Augmented Dickey- | t-Statistic Prob t-Statistic Prob t-Statistic Prob

Fuller test statistic | _39179 | 0.0108 | -4.1577 | 0.0069 | -5.9746 | 0.0003

ot 1% level | -3.9591 -3.9591 -3.9591
critical 5% level -3.0810 -3.0810 -3.0810
values | 500 level | -2.6813 -2.6813 -2.6813

Source: Own conceptualisation (data extracted from Eurostat and The Romanian National Institute of
Statistics and processed in EViews 10 Student Version Lite)

Based on the results from Table no. 5, the time series are now stationary (the Prob is below
the limit of 0.05), with one exception. The relative change of the Oradea International Airport
passengers has a Prob of 0.09 7 but this can be caused by the small number of observations
(only 16), therefore this exception can be accepted.

12
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Table 6: The Results of the Multiple Linear Regression (Least Squares)

Variable Coefficient | Standard Error t-Statistic Prob.
C | 0.0410 0.0319 1.2837 0.2256
INT104C/D | 0.3631 0.1895 1.9165 0.0816
avia_tf_apal (LROD) | 0.0222 0.0173 1.2843 0.2254
INT105D/B | -0.0542 0.0382 -1.4206 0.1831
INT101A/O | 1.0115 0.2651 3.8157 0.0029
R-squared 0.789842 Mean dependent var | 0.140772
Adjusted R-squared 0.713421 S.D. dependent var 0.151226
S.E. of regression 0.0810 Akaike info criterion -1.939520
Sum squared resid 0.0721 Schwarz criterion -1.698086
Log likelihood 20.5162 Hannan-Quinn criter. | -1.927157
F-statistic 10.3354 Durbin-Watson stat 2.497088
Prob(F-statistic) 0.0010

Source: Own conceptualisation (data extracted from Eurostat and The Romanian National Institute of
Statistics and processed in EViews 10 Student Version Lite)

The R-squared coefficient of determination indicates that the multiple linear equation
successfully (78.89%) predicts the values of the dependent variable within the sample
included in Table no. 6. Moreover, the t-Statistic associated probability for the exogenous
variables is zero (0.00) in the case of the relative change of the number of active enterprises
in Bihor in the HORECA industry i which is desirable in order to validate the equation, similar
to the situation of the following indicator: the relative change of the Oradea International
Airport passengers (0.08 1 slightly above the 0.05 limit). However, due to the low number of
observations (16), the t-Statistic associated probability of the other exogenous variables
have bigger values (0.22 and 0.18), but accepted. The Durbin-Watson statistic measures
the serial correlation in the residuals and suggests that successive error terms are negatively
correlated, considering the value which is above 2 (2.49 i according to Table no. 6),
therefore a value which validates the model.

Table 7: The Estimation Command, Equation and Substituted Coefficients
Estimation Command:

LS FOM103D/A C INT104C/D avia_tf_apal (LROD) INT105D/B INT101A/O

Estimation Equation:

FOM103D/A = C(1) + C(2)*FOM104C/D + C(3)*avia_tf _apal(LROD) +
C(4)*INT105D/B + C(5)*INT101A/0 + U

Substituted Coefficients:

FOM103D/A = 0.047 + 0.363*FOM104C/D + 0.022*avia_tf_apal(LROD)
-0.054*INT105D/B + 1.011*INT101A/0 + U

Source: Own conceptualisation (data extracted from Eurostat and The Romanian National Institute of
Statistics and processed in EViews 10 Student Version Lite)

According to data in Table no. 7, if the relative change in the turnover from the active local
units in Bihor in the HORECA industry increases by one unit and the other independent
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variables remain constant, this determines the relative change in the average monthly
nominal net earnings in the HORECA industry in Bihor to increase with 0.41% (0.047 plus
0.363). Similarly, if the relative change of the Oradea International Airport passengers
increases by one unit and the other independent variables remain constant, this determines
the relative change in the average monthly nominal net earnings in the HORECA industry in
Bihor to increase only with 0.069% (0.047 plus 0.022).

Table 8: The Coefficient Confidence Intervals

90% ClI 95% CI 100% CI

Variable Coefficient Low High Low High Low High

C 0.0409 -0.0163 | 0.0982 | -0.0292 | 0.1112 | -0.0581 | 0.1400

INT104C/D 0.3631 0.0228 | 0.7034 | -0.0539 | 0.7802 | -0.2253 | 0.9516

avia_tf_apal 0.0222 -0.0088 | 0.0533 | -0.0158 | 0.0603 | -0.0315 | 0.0759

INT105D/B -0.5419 -0.1227 | 0.0143 | -0.1381 | 0.0297 | -0.1726 | 0.0642

INT101A/0 1.0114 0.5354 | 1.4875 | 0.4280 | 1.5948 | 0.1881 | 1.8374

Source: Own conceptualisation (data extracted from Eurostat and The Romanian National Institute of
Statistics and processed in EViews 10 Student Version Lite)

Should The relative change in the gross investments for tangible goods from the active local
units in the HORECA industry in Bihor increase with one unit, this would cause a decrease
with 0.007% (0.047 minus 0,054) of the relative change in the average monthly nominal net
earnings in the HORECA industry in Bihor, considering the rest of the independent variables
remain constant. The increase with one unit of the last exogenous variable included in the
equation, the relative change of the number of active enterprises in Bihor in the HORECA
industry, could determine the biggest increase of the relative change in the average monthly
nominal net earnings in the HORECA industry in Bihor, an increase with 1.058%, if the other
exogenous variables remain constant.

obs Actual Fitted Residual Residual Plot
2003 vs 2002 0.60377 0.49590 0.10787 //..
2004 vs 2003 0.13235 0.19187 -0.05952 —— |

2006 vs 2005 0.05579 0.08575 -0.02996 >
2007 vs 2006  0.26027 0.22371 0.03656 —

1
[} [}
2005 vs 2004 0.25714 0.19527 0.06187 | |
[} [}
1 1
2008 vs 2007 0.13199 0.25724 -0.12525 |
2009 vs 2008 0.08368 0.12812 -0.04445 i |
2010 vs 2009 -0.07215 -0.10433 0.03218 | !
2011vs 2010 0.08458 -0.04906 0.13364 | i
2012 vs 2011 0.02138 0.11703 -0.09565 -<<
2013 vs 2012 0.07759 0.07738  0.00020 |
2014 vs 2013 0.10857 0.07057 0.03800
2015vs 2014 0.04845 0.08237 -0.03392

I
1
2016 vs 2015 0.13471 0.16463 -0.02992 !
1
1

\/

2017 vs 2016 0.24263 0.21002 0.03262
2018 vs 2017 0.08159 0.10586 -0.02427

vV

o—|

Figure 1: Residual Plot. Observations, Actual and Fitted Residuals
Source: Own conceptualisation (data extracted from Eurostat and The Romanian National Institute of
Statistics and processed in EViews 10 Student Version Lite)
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6
Series: Residuals

5 | Sample 1 16
Observations 16

4 Mean 2.17e-18
Median -0.012034

3 Maximum 0.133641
Minimum -0.125253

Std. Dev. 0.069326
Skewness 0.166319
Kurtosis 2.538722

Jarque-Bera 0.215617
0 Probability 0.897800
-0.15 -0.10 -0.05 0.00 0.05 0.10 0.15

Heteroskedasticity Test: White

Null hypothesis: Homoskedasticity

F-statistic 0.638072 Prob. F(14,1) 0.7689
Obs*R-squared 14.38921 Prob. Chi-Square(14) 0.4211
Scaled explained SS 5.232540 Prob. Chi-Square(14) 0.9823

Figure 2: Residual Histogram. Heteroskedasticity Test: White
Source: Own conceptualisation (data extracted from Eurostat and The Romanian National Institute of
Statistics and processed in EViews 10 Student Version Lite)

According to residual plot and histogram in Figure no. 1 and 2, if we look at the residual
mean (zero), the residual distribution is normal. There is a very small tendency towards a
positive asymmetry (the Skewness value is slightly above the ideal zero threshold), but we
consider it acceptable. The Kurtosis value (2.538) confirms the normality in the residual
distribution, also validated by the Jarque-Bera value, which is close to zero. Regarding the
heteroskedasticity test (White), the Probability indicator has values above 0.05, which is
desirable. The Prob. F indicator in the White test reflects the homoscedasticity of the
residuals (due to the value 0.76 i above 0.05 limit), which is one of the characteristics of a
normal residual distribution. In consequence, the normal distribution of the residuals and the
results of the White test for heteroskedasticity demonstrate that the multiple linear regression
model is valid.

4. Conclusions

The HORECA industry continues to evolve in order to ensure its economic sustainability in
Romania, both nationally and locally. There are a lot of opportunities for increasing
competitiveness in the industry, including in Bihor County. By considering the dynamics of
the indicators specific to this field in the case of Bihor County, one cannot deny the
continuous improvement process that takes place.

The main indicators analysed in this study refer only to the HORECA industry and to Bihor
County: the average monthly nominal net earnings, the number of Oradea International
Airport passengers, the turnover from the active local units, the number of active enterprises,
the gross investments for tangible goods made by the active local units and the population
working in the HORECA industry in Bihor County. Not all of the previously mentioned
indicators have a normal distribution in time and are not stationary, so the data was
transformed from absolute to relative, following the change in dynamics from one period to
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another. This caused the distribution of the series to become normal or close to nhormal and
stationary in time, which allowed the methodology of multiple linear regression (least
squares method) to become applicable, so that the hypothesis of the research was validated.
The average monthly nominal net earnings in the HORECA industry in Bihor County is
strongly influenced by the series of previously mentioned indicators. The coefficient of
determination indicates that the multiple linear equation successfully (78.89%) predicts the
directions of influence between the variables. Out of all the indicators included in the multiple
linear regression model, the increase with one unit of the relative change of the number of
active enterprises in Bihor in the HORECA industry determines the biggest increase of the
relative change in the average monthly nominal net earnings in the HORECA industry in
Bihor, an increase with 1.058%, should the other exogenous variables remain constant.
According to the research findings, the average monthly nominal net earnings in the
HORECA industry in Bihor County represents a key indicator for the local economy. A
suggestion for local authorities is to stimulate the increase of enterprises in the HORECA
industry, since this determines competitiveness and performance in the labour market, on
one hand, and an increase of the quality of services in the industry, on the other hand.
Regarding the limitations of this research, the study can be improved by testing more
variables in the model, so that it would follow the socio-economic reality more accurately.
Further studies could include more variables such as: touristic accommodation capacity in
Bihor County, the number of total tourists arrived in Bihor County, the number of overnight
stays in Bihor County and others. Moreover, future studies can follow the methodological
procedure carried out in this research, but applied on other counties.
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Abstract: This study reviews the theoretical literature concerning the resource curse as it
pertains to the impact of natural resources upon economic growth and corruption in sub-
Saharan Africa (SSA), and how the Extractive Industries Transparency Initiative (EITI)
membership can be of help. The EITI is an international standard promoting open and
transparent resource governance through disclosure mechanisms in the resource value
chain. Corruption has been associated with less-than-average economic growth in resource-
rich countries. This research concludes that the theoretical review found that through the
dissemination of disclosures in the natural resource sector, the EITI can potentially reduce
the prevalence of corruption in implementing countries in SSA and it can address negative
economic growth outcomes associated with resource abundance. However, there is not
much evidence empirically needed to suggest this.

Keywords: Extractive Industries Transparency Initiative (EITI), corruption, transparency,
resource curse, economic growth.

JEL Classification: 013.

1. Introduction

This study is set out to determine if natural resource income and expenditure information
disclosure to civil society organisations, through EITI membership, will increase economic
growth, and impact corruption positively in sub-Saharan African Countries. The question of
what distinguishes resource-rich states, like Norway (oil) and Botswana (diamonds), from
basket-case economies (economy characterized by high level of unemployment, and all
economic woes), like Venezuela (oil) and Sierra Leone (diamonds), has been investigated
in specialty literature. The available studies suggest that corruption, which is highly
susceptible in extractive industries, plays a prominent role in explaining the divergent
fortunes of such resource-rich states (Fisman and Golden, 2017). A thread of studies
examining the relationship between corruption and economic growth, however, argues that
corruption can be economically justified if it allows the private sector to bypass inefficient
regulations and red tape. By greasing the wheels, corruption overcomes the distortions
created by ill-functioning institutions (Leff, 1964; Huntington, 1968; Leys, 1965). The
empirical literature, which suggests a positive impact of corruption on economic growth, is,
however, inconsistent with the effi ci ent corruption hypothesis ar
wheel s hy po tarde&skkag 2005M @lasnliterature has, seemingly, reached a
consensus on the reported negative impact of corruption on economic growth through its

" Corresponding author: Oluseye Samuel Ajuwon
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impact on investment and governance indicators (Mauro, 1995; Brunetti and Weder, 1998;
Kauffman and Wei, 2000; Mo, 2001; Méon and Sekkat, 2005).

The specialty literature has recently evolved from viewing corruption as being a primarily
principal-agent problem, towards seeing it as more of a collective action problem (Mungiu-
Pippidi, 2015; Kossow and Kukutschka, 2017). This collective action problem necessitates
the involvement of civil society organisations (CSOs), which have been found to be key in
controlling corruption. The Extractive Industries Transparency Initiative (EITI) offers citizens
a tool to enforce accountability in the natural resource sector through transparency in the
resource value chain, including revenue disclosures, licensing and contracting processes
and contributions to fiscal budgets. The EITI has been strongly promoted in development
circles as an instrument that can enable resource-abundant countries to transform their
potential endowment wealth into social and economic prosperity (Olcer, 2009). Using multi-
stakeholder groups (MSGSs), including civil society, this global standard can, potentially,
address the collective action problems in resource corruption and disaffirm the negative
effects of natural resource abundance.

This study argues that through the dissemination of disclosures in the natural resource
sector, the EITI can potentially reduce the prevalence of corruption in implementing
countries in SSA and address negative economic growth outcomes associated with resource
abundance. First, it is suggested that natural resource information disclosure to civil society
organisations, through EITI membership, would reduce corruption on resource endowment
in a member country. It is expected that corruption will be reduced by the mobilisation of a
collective action, led by CSOs having access to information, which could enhance public
demand for accountability. In addition, economic growth is expected to increase because of
less resource misallocation, a reduction in rent-seeking opportunities, lower inefficient taxes
on businesses, and less distortion in decision-making processes. Transparency in tax
revenue and budget allocation could also increase social spending that enhances human
development and positively affects economic growth. The focus on SSA is based on the
region having the lowest average score on the 2017 Resource Governance Index, 43 out of
100. The assessment criteria of value realisation, revenue management, enabling
environment and law and practice indicate the current weaknesses in resource governance
in SSA (NRGI, 2017). The region also scores patrticularly low on revenue management, one
of the main aims of the EITI. Thus, it provides fertile grounds to give empirical validation of
the impact of EITI membership on the resource curse, corruption, and economic growth
nexus. The paper focuses on both the indirect and direct effects of country membership of
EITI on economic growth. The indirect effect is informed by the literature on the correlation
between high corruption and low economic growth, and the ability of transparency to reduce
corruption through collective action. The EITI is expected, through its involvement in civil
society, to reduce corruption in resource-rich states in SSA, and therefore indirectly address
the resource curse. It is also thought that transparency could increase economic growth
without reducing corruption. By signing up to the standard, governments send a signal to
investors that they are committed to reforms. Without directly addressing corruption, the
country could still benefit from increased foreign inflows. Evidence from the existing literature
suggests that countries that implement the EITI have been able to attract additional foreign

ai d, wi t h me mber ship enhancing t he reputati ol

governance (David-Barret and Okamura, 2013). EITI disclosures could reduce the risk of
illicit financial flows, as citizens can see how much their governments are being paid for local
resources (Ernst, 2013). This monitoring could ensure that more resource funds remain
within the host country, even if local corruption is not directly reduced.

This paper contributes to the literature on whether transparency, through collective action,
is an effective tool to curb corruption and consequently improve economic growth. The rest
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of the paper is structured as follows: Section 2 presents the literature review. Section 3
concludes the study.

2. Literature Review

2.1 Theoretical Literature Review

2.1.1. Resource Curse

Theoretical literature distinguishes between the direct and indirect effects of natural
resources on economic growth. The direct effect, commonly known as Dutch disease,

relates to an appreciation in the real exchange rate of a country due to the inflow of
substantial amounts of foreign currency (Sachs and Warner, 2001). This appreciation
establishes equilibrium in the labour and non-traded goods market as increased disposable

income raises the wages in the non-traded goods sector, and it increases the demand for
non-traded goods. The traded non-resource goods sector loses competitiveness as it is

partially crowded out (spending effect) (Leite and Weidmann, 1999). Secondly, the
increased wages in the resource sector during a resource boom pull capital and labour away

from other sectors (resource pull effect) (Leite and Weidmann, 1999). Entrepreneurial

activity and innovation are crowded out by sectoral wage levels as labour gravitates to the
resource sector (Sachs and Warner, 2001).

The indirect effect is manifested in rent-seeking governance (Leite and Weidmann, 1999).
Extractive resource industries are believed to generaterent s as 6a matter of ¢
seems to be damaging (Collier, 2007; Collier and Goderis, 2007). These rents are unearned

income from wealth, as they are not a result of normal production but rather a transformation

of wealth from nature to financial (Holden, 2013). The windfall received by government,
through the inflow of investment in the resour
competing groups fight for resource rents at the expense of public goods (Khan, 1994). Ross

(2001) argues that resour ces <create a O6rentier effectd,
resource wealth, instead of citizen taxation.
citizen engagement and budget accountability, as state funds are not drawn from the
populace, which potentially causes apathy towards the workings of the government. The

direct and indirect effects are connected by Torvik (2001), who argues that in a rent-seeking

model with abundant natural resources, the number of entrepreneurs engaged in rent-

seeking reduces productive-sector entrepreneurs and therefore reduces income and
welfare. This view is supported by Fisman and Golden (2017), who state that in societies

aroused with government-controlled resources, the most profitable opportunities for moguls

might be through government rather than commerce, as it becomes easier to skim off the

top or receive kick-backs. Itis also theorised that governments that earn substantial resource

through rents are less likely to introduce structural reforms, invest in growth supporting public

goods, liberalise their economies and choose more protective trade policies (Sachs and

Warner, 1995).

2.1.2. Corruption and Economic Growth

The theoretical literature offers two contrasting views on the effect of corruption on economic
growth; the 6égrease the OWwWhpoeltbédsand dbandgtbas
hypothesis states that corruption can cancel out the negative effect of an inefficient
bureaucracy and excessive red tape, increasing economic efficiency (Leff, 1964;
Huntington, 1968). Liu (1985) argues that bribes rearrange the queuing process, allocating

time efficiently, by moving those to whom time is more valuable to the front of the line.

Corruption could also ensure that projects are awarded to the most efficient firms that stand

to gain the most by paying the highest bribe (Beck and Maher, 1986). However, this view
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contrasts with the 6sand the wheelsd hypothes
efficiency and has a detrimental effect on economic growth (Méon and Sekkat, 2005).

There are five main transmission channels through which corruption can negatively affect

economic growth (Chéne, 2014). Firstly, at the macro-level, market forces and incentives

can become distorted, resulting in the misallocation of resources. Kurer (1993) argues that

corrupt officials have incentives to create additional distortion in the economy in order to

preserve the illegal outcomes they benefit from. The firms that can pay the highest bribes

and obtain the required licensing might not be efficient users of available resources. These

firms may only be able to afford the bribe at the expense of the quality of their products
(Rose-Ackermann, 1997). Secondly, corruption drives talent and resources towards rent-

seeking and away from productive activities. Baumol (1990) argues that the reallocation of

talent from productive to rent-seeking activities reduces efficiency in the economy and

lowers economic growth. As the returns on rent-seeking increase, private investment is

crowded out (Murphy, Shleifer and Vishny, 1993). Mehlum, Moene and Torvik (2006) make

a distinction bfertiweenednl yfp riondsutci-geakingi amdh graqducingh er e r
activities are afiigerdl y @ nidn 9 tgscakinthieoriariisedah er e r
the expense of pr odu cfi rnige nadcltyiov i it stsi.t ufitGroanbsb ear
resource-rich states as they divert potentially productive entrepreneurs away from producing

activities. These institutions are characterised by weak rule of law, corruption and inefficient
governance that exposes the state to the resource curse.

Thirdly, at the firm level, corruption levies an inefficient tax on business which raises
production costs. Boycko, Shleifer and Vishny (1995) argue that the uncertainty around the
enforceability of corrupt contracts increases the enforcement costs for the firms. The

illegality of bribery, directs efforts towards avoiding punishment and detection, resulting in

corruption becoming more distortionary than taxation (Shliefer and Vishny, 1993). Fourthly,

corruption is expected to decrease the productivity of firms and government investments.

Tanzi and Davoodi (1997) theorise that corruption distorts the decision-making process on

public investment, leading to a distortion in capital budgets and thus lowering return on
investment. Public officials are expected to customise their requests by charging firms

according to their ability to pay. The nature and amount of the harassment are intended to
maximise the pay-out,reduci ng t he firmds productivityndby inc
Wei, 2000). Lastly, rent-seeking is expected to undermine public expenditure. Ugur and

Dasgupta (2011) argue that corruption has indirect negative effects on investment and

human capital, subsequently lowering the efficiency of public expenditure. Corruption

reduces the resources available for human development spending and maintenance of

existing infrastructure and results in inferior-quality infrastructure that will have to be rebuilt

(Tanzi and Davoodi, 1997).

Natural resources play a key role in the ability of a state to control corruption. An equilibrium

model developed by Mungiu-Pippidi (2015) states that to control corruption the constraints

(legal and normative) must exceed the opportunities (power discretion and resources). The

ability of natural resources to be turned into spoils or to generate rents increases the
opportunities for corruption, especially when discretionary power structures are in place, for

example monopolies, cartels and patronage networks (Mungiu-Pippidi, 2015). Not only are

natural resources considered to foment corruption, but corruption can also create a vicious

circle where natural resources become detrimental to economic growth (Fisman and Golden,

2017).

2.1.3. Transparency and Corruption

The use of transparency initiatives is viewed as a key element in the fight against corruption
in resource-rich states (Kolstad and Wiig, 2008). These initiatives seek in general to improve
the sanctioning mechanisms through which civil society can hold governments accountable
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and enhance the development outcomes when natural resources are abundant (Mejia
Acosta, 2013). Transparency is expected to open the lines of communication, allow scrutiny
of government rents and theoretically incentivise governments to invest in pro-development
policies (Corrigan, 2013; Nwapi, 2014). Traditional transparency theory is based on a
simplistic model that assumes that information released will produce an engaged and
informed citizenry that is motivated to hold government to account (Fenster, 2005).

The prevalence of corruption has historically been considered a principali agent problem
(Mungiu-Pippidi, 2015). A functioning principali agent theory between citizens (principals)
and government (agents) is dependent on the principal having access to information about
the agentds actions and hol di ng t haadWig 2088).
However, the agency problem suffers from information asymmetry when there is limited
transparency, which sets the stage for rent-seeking governance. In a theoretical model,
Klitgaard (2000) states that corruption (C) is the product of monopoly power (M) plus
discretion (D) minus accountability (A): (C=M+D-A). One of the proposed solutions to
enhance accountability in the equation is to increase transparency. The problem is that the
principal that is needed to enforce this accountability is seldom there. Even if the principal is
easy to find, Pitlik et al (2010) argue that disclosed information must be on t
account, through societal accountability, to have a sanctioning effect. This theory is
supported by Lindstedt and Naurin (2010), who argue that non-agent transparency is more
effective in reducing corruption than transparency controlled by the agent. Solving the
principali agent problem was attempted by establishing laws that asked for greater
transparency to help citizens hold government to account (Klitgaard, 1988).

Recently, anti-corruption scholars have started to move away from viewing corruption as a
principali agent problem to seeing it as a collective action problem (Kossow and Kukutschka,
2017). Mungiu-Pippidi (2015) argues that transparency can reduce corruption opportunities
by reducing power discretion and increasing normative constraints on corruption through
civil society engagement and collective action. The involvement of civil society is crucial to
collective action in the fight against corruption. The EITI, with its multi-stakeholder approach
and dissemination of resource information, should theoretically be a helpful tool in controlling
corruption through its impact on administrative discretion, a major resource for corruption,
and mobilising the public to act collectively and increase the normative constraints on the
state. Substantive benefits from transparency in the natural resource sector are expected in
the form of less corruption and fraud, equitable revenue distribution and a reduction in
conflict. Procedural and normative benefits are expected through the empowerment of civil
society, which can hold governments and corporations accountable in other spheres of the
economy (Haufler, 2010).

Transparency on its own is unlikely to be sufficient to reduce corruption in the natural
resource sector. Lindstedt and Naurin (2010) argue that transparency effectiveness
depends on t he compl ement ary conditions
information is communicated to the public and the public moves from awareness to action.
The EI'TI aims totydsafferdedhe@umpabilmnfcor mat. i
accountability measures through the collective action of an engaged citizenry. There are
three spheres of accountability: vertical, through elections; horizontal, through checks and
balances; and societal, through the free press and civil society (Kolstad and Wiig, 2016).
The EITI can be a tool that enhances the horizontal and societal spheres, which could
ultimately also contribute to vertical accountability as the principal becomes more engaged
by transparency in the resource sector. Transparency can however also have adverse
effects and increase corruption if the identification effect (identifying bribing channels
through information disclosure) dominates the detection effect (the probability of being
caught) (Kolstad and Wiig, 2008). CSOs engagement in increasing the detection effect is
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crucial and depends heavily on the dissemination of information, mobilising the citizenry to
remain vigilant.

Theoretical literature provides support for institutional transparency in the natural resource
sector. Through disseminated disclosures, CSOs are expected to address collective action
problems and mitigate the negative effects of resource abundance. In theory the resource
curse is manifested directly through misallocation of resources and indirectly through the
prevalence of rent-seeking governance, which reduces the incentives for structural reforms.
Disclosures to CSOs are vital to hold rent-seeking governments to account. Corruption
negatively affects economic growth through multiple transmission channels. Resource
abundance can also be used to hamper the fight against corruption, ultimately creating a
vicious circle between resource abundance, corruption and slow growth. Transparency is
theorised to produce an engaged citizenry that will hold government to account through
checks and balances. However, the principali agent problem is manifested through
information asymmetry that makes accountability difficult; at the very least, information
disclosuresshouldbeon t he principal és account . Il ncreasin
engagement, is expected to address accountability concerns by mobilising citizens to act.
This further underline the importance of institutional transparency in the natural resource
sector, which can be used by CSOs to increase checks and balances on corrupt
governments.

2.2. Empirical Literature Review

2.2.1. Resource Curse

The debate on whether natural resource abundance is detrimental to economic growth was
ignited by a seminal paper by Sachs and Warner (1995). The authors argued that there is
an inverse relationship between natural resource intensity and economic growth. The finding
was based on cross-country growth regressions for 95 developing countries from 1970 to
1990. This theory was expanded by Sachs and Warner (2001), who tested the same data
set for omitted geographical and climate variables. Little direct evidence was found that
climate and geography explained the <curse, an
strengthened by the tendency of resource-abundant countries to be high-priced economies.
These findings were supported by Karl (1997) and Ross (1999), who found that oil-rich
countries have declining income per capita and displayed lower development outcomes.
The cross-country research agenda has subsequently lost its intensity, as results have been
found to hold only under specific circumstances. The results only hold for non-democratic
nations; the pattern is prevalent for some resources and not for others; longer time periods
turn up little evidence; and the control variables used. For example, income play a significant
role (Fisman and Golden, 2017). Alexeev and Conrad (2005) have criticised the resource
curse findings due to the use of initial GDP per capita when resources were discovered as
a control variable, which biases the results towards a negative effect of natural resources on
institutions. This is due to GDP per capita increasing when new resources are discovered,
without a simultaneous increase in institutional quality. A negative coefficient is therefore
assigned to resource wealth, as these newly resource-rich countries are measured against
resource-poor countries where quality institutions are positively related to GDP. The authors
ran 2SLS regressions on 82 countries from 1970 to 2000. The study concludes that there
was little or no evidence that resource abundance slowed economic growth; in fact, it claims
that resource abundance increases economic growth. Isham et al (2005), using a 3SLS
model for 90 countries from 1975 to 1997, only supported the Sachs and Warner hypothesis
for point-source resource exports, metals and fuel, and found no resource curse for
plantation resources. Sala-i-Martin and Subramanian (2003), using an instrumental variable
estimation strategy for 82 countries from 1960 to 2000, found that controlling for institutional
quality, natural resource abundance has little or no effect on economic growth. Case studies
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and micro-economic analyses of country-level risks have been found to be more useful than
cross-country studies, especially those examining how resource abundance affects
corruption and ultimately growth (Fisman and Golden, 2017).

2.2.2. Corruption and Economic Growth

The empirical evidence on the detrimental effect of corruption on economic growth has
largely reached consensus and rejected the
isand the wheel s ¢countypaia indieases that col@uptiorsis consistently
correlated with lower growth and lower GDP per capita (Rothstein and Holmberg, 2011).
The theoretical arguments of the negative effect of corruption on economic growth through
lower levels of investment, lower quality of investments, high indirect taxation and the
misallocation of resources are largely supported by empirical studies (Dimant and Tosato,
2017).

Mauro (1995) found that corruption lowered investment, lowered the investment ratio to GDP
and subsequently inhibited economic growth in corrupt economies from 1960 to 1990. This
finding is supported by Wei (2000), using a sample of 12 source countries and 45 host
counties, who found that corruption is a significant factor in reducing foreign direct
investment in a host nation. Corruption has been found to lower capital productivity by up to
4 per cent and reduce net annual capital inflows by 0.5 per cent of GDP (Lambsdorf, 2003).
Tanzi and Davoodi (2001) provide evidence for the relationship between corruption and the
misallocation of talent to unproductive activities and higher levels of indirect taxation,
subsequently reducing economic growth.

Ugur and Dasgupta (2011) in a systemic review of the available evidence, report that
corruption has a negative effect on growth in low-income countries. The authors found that
in these countries a one-unit increase in the perceived corruption index is associated with a
0.59 percentage-point decrease in economic growth. Countries with high levels of corruption
have also been found to generate large shadow economies, which tend to be less efficient
and grow at the expense of the official economy (Dreher and Herzfeld, 2005). Leite and
Weidmann (1999), using a simple growth model, illustrated the relationship between
resource abundance, corruption and economic growth. The authors found that natural
resources are positively associated with corruption. The transmission channel for this
association is the earning of hard currency that provides the opportunity for rent-seeking.
Capital-intensive resources are found to be major determinants of corruption, and corruption
is an important explanation for slow economic growth in resource-rich states (Leite and
Weidmann, 1999).

2.2.3. Transparency and Corruption

The empirical literature shows that increased transparency can reduce corruption, albeit with
some caveats, and that transparency on its own does not automatically lead to increased
accountability and reduced corruption. Islam (2006), observing 169 countries from 1984 to
1997, found that increased information flows (higher transparency) on economic data led to
better governance indicators. Bauhr, Grimes and Harring (2010) found that increased
transparency generated different reactions in countries with higher levels of corruption to
those with lower levels. In highly corrupt countries, transparency erodes political trust but
stimulates civic engagement. The incitement of civic discontent in the short term is however
mitigated by greater accountability and better governance in the long term.

In a cross-country study of 111 states from 1972 to 2004, Lindstedt and Naurin (2010) found
that making political institutions more transparent was indeed an effective tool in fighting
corruption. However, the authors stress the importance of complementary conditions such
as accountability and publicity, without which transparency has limited effects on reducing
corruption. Non-agent-controlled transparency, such as a free press and CSOs, was found
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to have a greater effect on reducing corruption, highlighting the importance of CSOs
supporting citizens to act once information is released. Kolstad and Wiig (2009) introduced
transparency as an explanatory variable in the Sachs and Warner (1997) dataset. The
authors found that increased transparency can reduce corruption, but only under specific
circumstances. There must be incentives for agents to act on the information, along with the
ability to process the information. The authors emphasise the need for an educated
electorate and strong civil society that has the power to hold government accountable.
Increased transparency has also been found to have potential negative outcomes. Bauhr
and Grimes (2013) found that increased transparency in highly corrupt countries tends to
result in resignation and withdrawal from political life, rather than indignation and motivation
to act. Transparency in these contexts suffers from a principali agent breakdown, as there
are limited effective sanctioning mechanisms available to the principal. Collective action
concerns also ari se, as standard game th
invest resources in collective endeavours depends on evidence that others will do the same.
The role of CSOs is crucial here, as they can mobilise action on behalf of individuals,
overcoming these collective-action constraints, and ultimately benefit society as a whole.
Bac (2001) found that more transparency does not necessarily imply less corruption. This
occurs when the ficonnection effecto (the
relationships) dominates the probability of detection, resulting in local transparency
potentially increasing corruption.

Corrigan (2013) investigated the influence that membership of the EITI has on economic
development and quality of governance, including an indicator for levels of corruption. Using
OLS regressions on pooled cross-sectional panel data for 200 countries from 1995 to 2009,
the author found that institutional transparency mitigated the resource curse with reference
to GDP per capita, facilitated limited improvement in corruption and accountability measures
and showed no improvement in stability and violence indicators.

3. Conclusion

The use of transparency to negate corruption and encourage economic growth remains an
important topic at the international fora and it is the subject of substantial empirical review.
The EITI has been proposed as a practical way to use transparency as a measure to reduce
the negative effect of resource abundance. The theoretical review found that through the
dissemination of disclosures in the natural resource sector, the EITI can potentially reduce
the prevalence of corruption in implementing countries in SSA and address negative
economic growth outcomes associated with resource abundance. First, it is suggested that
natural resource information disclosure to civil society organisations, through EITI
membership, would reduce corruption on resource endowment in a member country. It is
expected that corruption will be reduced by the mobilisation of collective action, led by CSOs
having access to information, which could enhance public demand for accountability. In
addition, economic growth is expected to increase because of less resource misallocation,
a reduction in rent-seeking opportunities, lower inefficient taxes on businesses, and less
distortion in decision-making processes. While empirical literature could not agree on the
resource curse, there is a consensus on the negative impact of corruption on economic
growth, and that transparency can help to reduce corruption but with a caveat. There is
therefore a need to conduct an empirical analysis on EITI membership effect on economic
growth and corruption reduction in sub-Saharan Africa.
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Abstract: An exploration of the Autonomous Communities of Spain with the highest number
of beaches with Q of quality is studied in this work. The purpose of this paper is to analyzed
the Autonomous Community with the more Q of Quality and study the differences between
the tourism expenditure in this region. The Q of quality is a certificate granted by the Institute
for Spanish Tourism Quality that guarantees high quality in certain sectors. This study finds
that Andalusia is the main autonomous community with the highest number of beaches with
quality Q. In addition to this, a comparison between the average expenditure of residents in
Spain and foreigners who take leisure trips is analyzed in this study. However, when
comparing the average expenses of people who do tourism in Andalusia to the average cost
throughout the entirety of Spain during their vacations and holidays, it was determined that
they are not significantly different. Even so, a significant difference between the average
expenditure of residents and tourists in Spain is determined. In future research, this study
will be extended to the other Autonomous Communities of Spain to find differences among
them.

Keywords: sun and beach tourism, quality Q, sustainability.

JEL classification: Z32

1. Introduction

Sustainability in general and itoés influe
papers during the last few years (Sverdrup and Svensson, 2002; Dresner, 2008; Badulescu
and Badulescu, 2012; Badulescu D. et al, 2015). There are numerous types of tourism
destinations: mountains, seaside, cultural cities or music festivals, and they all have different
levels of sustainability. In the case of seaside tourism, researchers have focused on different
t opi cs: atitede (Ldndebrg, 2@L7), urban logistics in seaside resorts (Hacia, 2016)
and social issues generated by tourists (Agarwall et.al. 2018).

Because Spain has been one of the most important tourism destinations (UNWTO 2019),
sustainability has been important for both authorities and researchers. Considering the
complexity of Spanish tourism resources, some authors have focused on World heritage
sites (Dans and Gonzalez 2019), regional development (Carrillo and Jorge, 2017) and of
course coastal destinations (Blancas et. al. 2010).

One of the most important tourism destinations in Spain is the region of Andalusia. It is
located in the southern part of Spain, and it has a total land surface of 87.268 km?2 and a
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total population of 8,41 million (Eurostat 2019). The region attracts tourists for several
reasons: sea and sun, health, culture, conferences and congresses etc.

From a regional perspective, tourism is an important factor in the Andalusian economy
because it generates employment and produces a multiplier effect that influences other
activities that make up the regional pproduction system (Andalusia Board, 2018). In more
detail, tourism is like a driving force for the regional and local economic growth of a country,
especially in those regions where it forms a relevant activity collated with the other sectors
(OMT, 2015).

The growing demand in this field requires greater orientation towards more sustainable and
efficient models that offer quality and innovation in their services (Andalusian Board / Junta
de Andalucia, 2018).

Notably, tourism is subjective to territory because a natural territory such as beaches can be
attractive for tourists. In addition, the displacement to a particular place is conditioned
depending on the territory, as well as to the type of tender that is offered due to the territory
and the ability to adjust and model tourism through policies (OMT, 2015). In this sense, the
term "tourist product” can be encompassed by the combination of aspects, such as
characteristics of the places visited, means of transport, types of accommodation, specific
activities offered at the destination, among others. This is placed around a certain center of
interest (e.g., excursions, tours, sports). In this way, gastronomic tourism, ecotourism, city
tourism, rural tourism, sun and beach tourism, winter tourism, health tourism, among others
can be tourism products (RIET, 2008).

This paper is dedicated to presenting a quantitative exploratory study on the sun and beach
tourism product in Spain. Specifically, the data regarding the Q of quality on the beaches of
Spain are examined, and the average tourism expenditure by residents in Spain and
foreigners are differentiated.

The structure of this work is organized as follows: section 2 is dedicated to representing the
state of art necessary for the development of this work. The Q of quality, descriptive
statistics, normality test and test for two samples are the concepts which are presented.
Section 3 presents the results obtained with each of the methods explained in the previous
section. Finally, in section 4, the results obtained and their conclusions are discussed.

2. Research methodology

2.1.Q of Quality

Any tourist company whose commercial sector has a Reference Standard can request the
Spanish Tourism Quality Q mark (Calidad Turistica Espafiola, 2017). This Q of Quality
consists of a quality mark awarded by the Spanish Tourism Quality Institute (ICTE).

The ICTE is a Spanish, private, independent, non-profit organization. In detail, it consists of
a Quality Systems Certification Entity that has been created especially for tourism
companies. ICTE is made up of the most significant national tourism entities in Spain, for
example, the SET, the CCAA and the FEMP.

2.2. Descriptive statistics

Descriptive statistics is a branch of mathematics that collects, presents and characterizes a
set of data. Thus, the characteristics of a data set are adequately described with descriptive
statistics.

The Box Plot or Mustache Diagrams are a convenient way to visualize the distribution of
data through their quartiles. Sometimes outliers are plotted as individual points aligned with
the whiskers (Sidney y Castellan, 1988).
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2.3. Shapiro-Wilk Normality Test

Goodness of fit tests are dedicated to determine if the data of a population fits a given
distribution. One of these goodness-of-fit tests is the Shapiro-Wilk normality test, which
contrasts for a certain level of confidence the null hypothesis, that the data comes from a
population with normal distribution, especially for a small sample of data. The following
hypotheses are what this test contrasts:

Null hypothesis Ho: the data is normally distributed.

Alternative hypothesis Hi: the data is not normally distributed. The contrast orders the
sample from least to greatest and then calculates a contrast statistic:
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and %in can be found in the statistical tables.
Then, if the value of the statistic is lower than a pre-established level of significance, the null
hypothesis is rejected and, therefore, the data is not normally distributed.

2.4. Tests for two samples

Usually, using the Student's t-test you can compare two populations and determine if there
are significant differences between them. The procedure can consist of two classes
depending on how both samples are constructed:

1. Paired samples: where each observation in a group has an observation associated
with the second group.

2. Independent samples: where the individuals of a treatment group have been extracted
independently of those from the other group.

When the study population has a normal distribution, this test for two samples is adequate.
Otherwise, the Mann-Whitney or Mann-Whitney-Wilcoxon U test is adequate for
independent samples that are not normally distributed.

The Mann-Whitney U test is used to check the heterogeneity of two ordinal samples.

This test calculates a U statistic, which establishes for each of the values of the two samples
its range to construct (Sidney y Castellan, 1988).
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3. Results and findings

3.1. Q of Quality

Spain is made up of 17 autonomous communities, out of which only 15 have access to the
sea, and 11 of those have quality Q beaches. The number of certified beaches that obtained
the Q of Tourism Quality in Spain in 2017 by autonomous community can be seen as follows
bewllow. Notice that the Autonomous Community with the highest number of beaches with
quality Q is Andalusia (Figure 1). It can be noted that Andalusia almost doubles the number
of beaches with Q of quality than the Valencian community, which occupies the second
position. The communities that have less beaches with quality Q are the Basque country
and the Canary Islands.

Andalusia
Valencian C.
Region of Murcia

Balearic Islands

a 10 20 30 40 50 60 70 80 S0 100

Number of beaches
Figure 1. Number of beaches certified with the Q of Tourism Quality in Spain in 2017

by autonomous community.
Source: Statistics National Institute 2017

3.2. Descriptive analysis

This section describes the data to be analyzed, which is composed of the three study
populations described below:

Andalusia (1): corresponds to the average expenses incurred by residents in the Community
Autonomous of Andalusia.

Spain (2): corresponds to the average expenses incurred by residents in Spain.

Foreigners (3): corresponds to the average expenses incurred by residents in other
countries. Each of the three study populations is described below:
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Table 1: Statistics of the average expenditure (in euros) by residents in Andalusia, Spain
and foreigners.

N Range Min Max Mean Std. dev
Andalusia 32 171,30 137,82 309,12 201,9228 | 46,94205
Spain 32 153,44 136,17 289,61 187,3778 | 44,24357
Foreigners 32 528,09 491,02 1019,11 | 775,3831 | 136,08897
N valid (list) 32

Source: made by the authors

Figures 2, 3 and 4 show the average expenses of residents in Andalusia, residents in Spain
and foreign residents, respectively. In these Figures, it is observed that the average
expenditure has a seasonal behavior, which increases during the holidays and decreases

outside of holiday periods.

(> % % o 7R

Figure 2: Average expenditure by residents in Andalusia
Source: Statistics National Institute 2017

D, 0 0, B, 0 2,
> 2% %%

Figure 3: Average expenditure by residents in Spain
Source: Statistics National Institute 2017

33



Oradea Journal of Business and Economics, Volume V, Issue 1
Published on March 2020

Figure 4: Average expenditure by foreign residents
Source: Statistics National Institute 2017

3.2.1 Box and mustache diagram

In the figure below, the difference between the average expenditure of these three
populations in question is observed. It is noted that residents in foreign countries make a
higher average of the expenditure as compared to residents in Spain. Likewise, the shape
of the boxes for the two populations of Spain, suggests that they are not normally distributed.

Box-and-Whisker Plot

Andalusia )-|H—(
Spain )|H—{
Foreign }—m—{

6 2CllO 460 6(‘:\0 860 10.00 12100
response
Figure 5: Diagram of average expenditure boxes by residents in Andalusia, Spain and

foreign countries.
Source: own elaboration

3.3. Normality test
The Shapiro-Wilks test raises the null hypothesis that a sample comes from a normal
distribution. We choose a level of significance, for example 0.05, and we have an alternative
hypothesis that maintains that the distribution is not normal. We have:

Ho: The distribution is normal

Hi: The distribution is not normal

3.3.1. The case of Spain
Table 2: Normality test for Spanish residents.
Test Statistic p-value
Shapiro-Wilk 0,850515 0,000280514
Source: own elaboration
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Figure 6: Histogram of average expenditure by residents in Spain
Source: own elaboration

The data of this population is not normally distributed as is shown in Table 2 where the p
value is lower than 0.05 and it can be seen in the histogram in Figure 6.

3.3.1. The case of Andalusia
It is concluded that the data of this population does not have a normal distribution as seen
in Table 3 and Figure 7 because the p-value is greater than 0.05.

Table 3: Normality test for Andalusian residents.

Test Statistic p-value
Shapiro-Wilk 0,869859 0,000918306
Source: own elaboration
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Figure 7: Histogram of average expenditure by residents in Andalusia.
Source: own elaboration

3.3.3. The case of foreigners

There is no evidence to reject the null hypothesis that indicates that the data of this
population has a normal distribution as seen in Table 4 and Figure 8 because p-value is
greater than 0.05.

Table 4: Normality test for foreign tourists.

Test Statistic p-value
Shapiro-Wilk 0,969563 0,547912
Source: own elaboration
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Figure 8: Histogram of average expenditure by foreign tourists.
Source: own elaboration

3.4. Test for two samples

It is important to determine if there are differences between the average expenditure of
residents in Spain with foreigners and the average expenditure of residents in Andalusia
with residents in Spain. Thus, the differences between the two groups, the communities that
integrate cities with this distinction and those that do not, by comparing populations for
independent samples are studied. Therefore, in the first place, it is necessary to study
whet her the variable fAaverage expenditureodo for
by means of a visualization of the corresponding histogram and the Shapiro-Wilk test.

To do this, we proceed to study the differences between these groups through the non-
parametric statistical test of Mann-Whitney U.

The results obtained with the Mann-Whitney U test are shown in the following subsections

3.4.1. Spain - Foreigners
The tables below confirm that the observed difference between these two types of
communities is statistically significant because the p-value is lower than 0.05.

Table 5: Mann-Whitney U test result among residents and other foreign countries.

Ranks
id N Average Range Sum of Ranges
Tourism 2,00 32 16,50 528,00
3,00 32 48,50 1552,00
Total 64

Source: own elaboration

Table 6: Contrast statistics (Grouping variable: id).

Tourism
U of Mann-Whitney 0,000
W of Wilcoxon 528,000
Z -6,875
p-value 0,000

Source: own elaboration
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3.4.2. Andalusiai Spain

In Tables 7-8 can be noticed that the p-value cannot be rejected because it is greater than
0,05 so, there is no difference observed between these two types of statistically significant
communities.

Table 7: Mann-Whitney U test result among residents in Andalusia and throughout Spain.

Ranks
id N Average Range Sum of Ranges
Tourism 1,00 32 36,41 1165,00
2,00 32 28,59 915,00
Total 64

Source: own elaboration

Table 8: Contrast statistics (Grouping variable: id).

Tourism
U of Mann-Whitney 387,000
W of Wilcoxon 915,000
Z -1,678
p-value 0,093

Source: own elaboration

3.4.3. Andalusia - Foreigners
The tables below confirm that the difference observed between these two types of
communities is statistically significant, with a p-value lower than 0.05.

Table 9: Mann-Whitney U test result among residents in Andalusia and other foreign
countries.

Ranks
id N Average Range Sum of Ranges
Tourism 1,00 32 16,50 528,00
3,00 32 48,50 1552,00
Total 64

Source: own elaboration

Table 10: Contrast statistics (Grouping variable: id).

Tourism
U of Mann-Whitney 0,000
W of Wilcoxon 528,000
Z -6,875
p-value 0,000

Source: made by the authors

Data processing was done with IBM SPSS Statistics 20 and Statgraphics Centurion XVL.1,
with maximum levels of significance for the contrast of statistical tests of p = 0.05.

4. Conclusions

In this study, Andalusian tourism descriptive statistics have been analyzed in order to know
more of this Spain Community which is very touristic all year round. In the first place, it has
been found that Andalusia is the Autonomous Community with the highest number of
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beaches with Q of Quality. In addition, a higher average expenditure during holidays by
residents of this autonomous community is obtained. However, it was found that there are
no significant differences in the average expenditure of the residents of Andalusia with
respect to the average expenditure made by residents in Spain during their days of tourism.
Although there is a difference between the average expenditure of residents in Andalusia
and throughout Spain and that of foreigners who do tourism in the country. In this way, it can
be concluded that besides being the Community of Spain with the most beaches with Q of
Quality, itis a Community that has significant benefits during the holidays both from residents
and also from foreigners. This study can be extended to other Communities of Spain in order
to find significant differences between them.
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Abstract: Entrepreneurship is considered as a key driver of economic growth and
development. That is why, scholarly contributions have set out to identify its national
determinants. In the present study, we aim to shed some light on to how the institutional
framework affects the entrepreneurship levels, by focusing on emerging and developing
countries. More specifically, this study examines the impact of intellectual property rights
(IPR) on entrepreneurship in emerging and developing countries. This issue is becoming
increasingly important, especially in the context of developing countries which adhere to the
Trade Related Intellectual Property Rights Agreement (TRIPS). Further to this agreement,
all member countries of the world trade organization are required to achieve high standards
of IPR. From the theoretical analysis, it appears that the impact of IPR on innovative
entrepreneurs is positive, while their impact on imitators is more ambiguous. To empirically
test these hypotheses, we apply a System Generalized Method of Moments (System GMM)
technique on a panel of 28 countries during the period 2005-2012. The entrepreneurship
level is measured by the new business entry density while the protection degree of
intellectual property rights is measured by the IPR index of World Economic Forum. The
findings show a non-significant effect of IPR on new business entry. We conclude that the
intellectual property rights are not an effective tool of industrial policy in emerging and
developing countries. Governments should rely on other factors in order to spur
entrepreneurship.

Keywords: entrepreneurship, innovative entrepreneurs, imitators, intellectual property
rights, emerging and developing countries.

JEL Classification: K11, O3, 025

1. Introduction

Entrepreneurship is increasingly seen as a key driver of economic development (Baumaol,
1990; Wennekers and Thurik, 1999; Minniti and Lévesque, 2008). It fosters innovation,
enhances employment creation and ensures more equitable income distribution (Baumoal,
1990; Acs, 2006).

Due to the beneficial role of entrepreneurship in economic growth and development,
scholarly contributions have set out to identify its national determinants. Researchers have
considered economic, institutional and psychological factors that may explain differences
in the levels of entrepreneurial activity. In this paper we examine the institutional
environment. According to North (1991), institutions are the humanly devised constraints
that structure political, economic and social interactions. They consist of both informal
constraints (sanctions, taboos, customs, traditions, and codes of conduct), and formal rules
(constitutions, laws, property rights). Institutions can both enable behaviors and constrain
them.

While the question concerning what determines the level of entrepreneurship in developed
countries is well studied, much less attention has been given to the determinants of
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entrepreneurship in developing countries. Therefore, the purpose of this paper is to shed
some light on to how the institutional framework, especially, the Intellectual Property Rights
(IPR), affect the entrepreneurship level in emerging and developing countries. This issue
is becoming increasingly important especially in the context of developing countries which
adhere to the Trade Related Intellectual Property Rights Agreement (TRIPS). Further to
this agreement, all member countries of the world trade organization are required to
achieve high standards of IPR.

Our study aims to enrich existing literature by examining the impact of IPR on
entrepreneurship for 28 countries between 2005 and 2012. To estimate our dynamic panel
data model, we employ a System Generalized Method of Moments (System GMM)
technique. The System GMM estimation technique is more efficient than the traditional two-
way fixed effect model. It addresses the endogeneity problem more accurately by using
internal instruments for endogenous variables. It jointly estimates the equation in first
difference and in the levels-first difference instrumented by lagged levels of the dependent
and explanatory variables and levels instrumented by first differences of the regressors.
Our estimated results show a non-significant impact of intellectual property rights on
entrepreneurship.

The remainder of the paper is organized as follows: In Section 2 we discuss theoretical
issues and empirical results relative to previous studies. In Section 3 we introduce the data
and empirical methodology. Our empirical findings are presented and discussed in Section
4. Section 5 contains our conclusions.

2. Literature review

2.1. TheokonmaoemptrenPefshi pi on

Entrepreneurship is defined in several ways. Schumpeter (1934) points out that
entrepreneurship takes place when there is an innovation, that is, when an introduction of
new products, organizations or processes occurs. According to him, entrepreneurship is
related to the creation of new combinations. Therefore, a person who creates a new
business by imitating existing firms is not an entrepreneur in the Schumpeterian sense.

In his article "Entrepreneurship: productive, unproductive and destructive", Baumol (1990)
distinguishes between several forms of entrepreneurship. He stresses that entrepreneurs
are defined as persons who are ingenious and creative in finding ways that add to their
own wealth, power, and prestige. The general environment plays an important role in
determining each type of entrepreneurship, that can either be productive or unproductive.
According to Baumol, the choice of entrepreneurs between good and bad business
depends on their relative performance. Therefore, there must be adequate incentives and
institutions to better pay for productive entrepreneurship.

The GEM (Global Entrepreneurship Monitor) studies employ two categories of
entrepreneurship:  opportunity and  necessity  entrepreneurship.  Opportunity
entrepreneurship refers to new firm formation based on innovation. Necessity
entrepreneurship takes place in countries with a high unemployment rate, like in the case
of developing countries.

Minniti and Lévesque (2010) distinguish between research-based entrepreneurs and
imitators. When a country has a research and development infrastructure, a potential
entrepreneur can take advantage of this context in order to become a research-based
entrepreneur. But, if there is an underdeveloped R&D infrastructure, the entrepreneur will
be an imitator, in that he would take advantage of the innovations of entrepreneurs from
other countries. This is the case of most developing countries. In these countries, human
capital is low and technologies are so poor that they cannot invest in R&D, but they may
benefit from technology transfers that will contribute to their economic development.
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In this paper, we prefer this last categorization as we focus on developing countries.
Therefore, we define entrepreneurship as a process of starting up a business based on
research and innovation (innovative entrepreneurs) or on imitation (imitators).

2. 2. I PR and entrepr efnreaunreswhoirpk: Theoreti cal
According to several scholars (North and Thomas, 1973; Williamson, 1985; Barzel, 1997),
property rights systems form the backbone of the modern set of institutions that
characterize the market economy. Acemoglu and Johnson (2005) show that property rights
have pronounced effects on investment, financial development and long run economic
growth.

Parker (2007) notes that well protected property rights help promote entrepreneurship and
innovation. In addition, weaker property rights are likely to foster the development of
predatory forms of entrepreneurial activities (Henrekson, 2007).

Intellectual property rights form the most important component of property rights, relevant
for both types of entrepreneurs: innovators and imitators.

For the case of innovative entrepreneurs, the positive link between the protection of
intellectual property rights and the formation of new firms is explained by Baumol (1993).
Indeed, the later points out that entrepreneurs tend to operate in areas that offer the highest
financi al returns. Thus, entrepreneurso6 activi
the economy. When this structure changes, for market, political or institutional reasons,
entrepreneurs will be the first economic agents to identify and respond to the opportunities
generated by these changes. Strengthening IPR protection in a given country can change
the structure of the economy's rewards by increasing the potential returns generated by
investments in innovation activities and allows for formation of a new firm in order to exploit
these innovations.

For the case of imitators, the impact of IPR protection on entrepreneurial income is
ambiguous (Kihlstrom and Laffont, 1979; Evans and Jovanovic, 1989). If IPR protection
laws act to restrict access to technology for imitative firms, then a negative effect will
dominate. On the other hand, if IPRs create new profit opportunities for new firms by
creating new opportunities that can be imitated and exploited perfectly by new small
businesses, then they will have a positive i mp
In this case, the question is whether the marginal effect of the IPR on the stock/pool of
knowledge on which the entrepreneur is basing his imitation is more important than their
marginal effect on the restriction of access to this stock of knowledge by intensifying the
monopolistic power of innovators. So, in this paper we try to evaluate what is the dominant
effect.

2. 3. I PR and entrepreneurship: Overview of it
A number of empirical studies examine the relationship between IPR protection and
entrepreneurship. For example, Desai et al. (2003) analyze institutions and entrepreneurial
activity in Europe and find that there is more entrepreneurship in countries with better
property rights among the emerging economies in Eastern Europe, but that this effect is
attenuated for the advanced economies in Western Europe.

Pissarides et al. (2003) study small and medium enterprises in Russia and Bulgaria. They
find that the insecurity of property rights is not a constraint, but that financing is the major
constraint of entrepreneurs operating in these countries.

Claessens and Laeven (2003) found that industries that rely on intangible assets show a
disproportionately lower rate of growth in countries characterized by weak intellectual
property rights.

Estrin et al. (2011) find no significant impact from intellectual property rights on
entrepreneurship in 55 countries for the 2001-2006 period.
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Livramento and Foray (2007) show that for developed countries, increases in the IPR
regime positively affect the formation of high growth expectation entrepreneurship but this
relationship is negative for developing countries.

Using the GEM surveys for 42 countries over the 1998-2005 period, Estrin et al (2009)
analyze how institutional environment and entrepreneurial characteristics affect the
decisions of individuals to become entrepreneurs and their aspirations to set up high-
growth ventures. They find that institutions exert different effects on entrepreneurial entry
and on the individual choice to launch high-growth aspiration projects. In particular, a strong
property rights system is important for high-growth aspiration entrepreneurship, but has
less pronounced effects for entrepreneurial entry.

From a survey of new firms in post-communist countries, Johnson et al. (2002) find that
weak property rights discourage firms from reinvesting their profits.

Klapper (2006) find that there is more entry in R&D intensive industries in countries that
better protect property.

Using data on 1,397 patents assigned to the Massachusetts Institute of Technology during
the 1980-1996 period, Shane (2001) shows that the effectiveness of patent protection is
one factor that influences the likelihood that a new technology will be exploited through firm
formation.

3. Methodology

31.Sample description

Our sample includes 28 emerging and developing countries. The period of study is from
2005 to 2012. In this paper, we adopt the ranking of countries according to the report of
the International Monetary Fund (IMF, 2012), which classifies countries into two categories:
"Advanced Economies" and "Emerging and Developing Economies.” Countries included in
our sample are: Argentina, Bolivia, Brazil, Bulgaria, Chile, Colombia, Costa Rica, Egypt, El
Salvador, Hungary, Indonesia, Jamaica, Jordan, Latvia, Lithuania, Malaysia, Mexico,
Morocco, Panama, Peru, Philippines, Poland, Romania, Russia, Thailand, Tunisia, Turkey,
Uruguay.

32Measurement of variabl es

3.2.1. Demendaddte

According to Klapper et al. (2010), entrepreneurship is identified as initiating economic
activities via the legal process of starting a business. This definition implies that the rate of
new business entry is an adequate measure of entrepreneurship in a country. In particular,
for this paper, the entrepreneurship level (ENT) is measured by the new business entry
density, which is defined as the number of newly registered limited liability corporations per
calendar year, normalized by working age population. The same measure was used by
Klapper et al. (2010), Klapper and Love (2011) and Hartwell (2014). The entry density
variable is widely available, widely used and an internationally comparable metric.
Moreover, the weighted nature of the indicator takes into account differing population sizes
of countries.

The data are obtained from the World Bankés Wo

3.2.2. I ndapenanbéeest

To measure the protection degree of intellectual property rights (IPR), we follow Desai et
al. (2003), Livramento and Foray (2007) and Estrin et al. (2011), and use the index of World
Economic Forum which conducts a survey covering business leaders in various countries.
The survey aims to see whether they view that intellectual property is well protected, with
a scale ranging between 1 (disagree) and 7 (strongly agree). The average score for all
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respondents in a country gives the index for that country. The results of this survey are
published in the Global Competitiveness Report (GCR). So, we have obtained data from
different issues of that report.

The control variables are: GDP per capita (GDP); unemployment rate (UNEMP) and
financial development level (FD).

The data on Purchase Power Parity (PPP) converted GDP per capita, at 2005 constant
prices come from Penn World Table.

The unemployment rate refers to the share of the labor force that is without work but
available for work and seeking employment.

The financial development is measured by domestic credit to private sector as share of GDP.
The data on both unemployment and financi al
World Development Indicators (WDI).

To ensure normality of variables, we transform them in natural logarithm. Summary
statistics for the variables (not logged in) are given in Table 1.

Table 1: Summary statistics

Mean Median [Stand. dev| Minimum | Maximum
ENT 3.061 1.284 3.97 0.085 21.487
IPR 3.438 3.5 0.631 1.7 5.1
GDP 7379.084 | 7686.363 | 3667.897 | 1720.088 13963.67
UNEMP 8.233 7.7 3.632 0.7 19.5
FD 50.656 43.657 26.585 10.612 136.301
3. 3. Econometric estimati on

We use the Generalised Method of Moments (GMM) to estimate our dynamic panel data
model. This method is adequate for our case in which as mentioned by Mileva (2007), the
panel dataset has a short time dimension (T = 8) and a larger country dimension (N = 28).
Moreover, it uses a set of instrumental variables to solve the endogeneity problem arising
from the potential correlation between the independent variables and the error term in
dynamic panel data models. It also permits to deal with omitted dynamics in static panel
data models, owing to the ignorance of the impacts of lagged values of the dependent
variable (Bond, 2002). Indeed, Holcombe (1998) notes that entrepreneurship generates
more entrepreneurship. The business birth rate observed in the last period must explain
the present rate.

To estimate our empirical model, we use the system GMM technique of Blundell and Bond
(1998). The set of instruments of the system-GMM estimator includes not only all the
available lags in difference of the endogenous variables and the strictly exogenous
regressors but also the lagged values of the dependent variable (Blundell and Bond, 1998).

Our dynamic panel data model is represented as follow:
ENTit=b 0 + fGt-1 +EMPRit+ PIRB+ Xe Uit (1)

i =1,.., N denotes the country (in our study, N = 28) and t = 1, ¢éT

period (in our study, T = 8).

ENT is the entrepreneurship level, IPR is the indicator of intellectual property rights

protection, Xisa vector of c o Isfar undbsewveal rcqurdrip-dpectic €

e f f e c tis the tinte-vallying error term.

X = (GDP, UNEMP, FD).
Our estimations have been performed using the xtabond2 command in Stata 12. A crucial
preliminary step in the estimation procedure consists of classifying the regressors as strictly
exogenous, predetermined or endogenous variables. This classification has important

44



Oradea Journal of Business and Economics, Volume V, Issue 1
Published on March 2020

implications in terms of the proper choice of instruments. In our model, we classified initial
entrepreneurship, IPR index, GDP and financial development as endogenous variables.
The predetermined variable is the unemployment rate. No variables were assumed to be
exogenous.

4. Findings

Consistency of the GMM estimator depends on the validity of instruments. To address this
issue, we consider three specification tests: the first is the Hansen test of over-identifying
restrictions, which tests the overall validity of the instruments (the null hypothesis is that
the instruments are valid). The second and third tests are the first and second-order
autocorrelation test for error term, which tests the null hypothesis according to which there
is no autocorrelation. As shown in Table 2, the p-value of Hansen test (1.000 > 0.05)
indicates that the used instruments are valid. The p-values of Arrelano-Bond test are 0.175
for AR(1) and 0.078 for AR(2), both greater than 0.05. Therefore, there is no autocorrelation
of the error term. Accordingly, we can conclude that the GMM system estimation is robust
and appropriate.

Based on the GMM system estimation, we find that the effect of intellectual property rights
on entrepreneurship is not statistically significant.

Of the control variables, we find evidence of positive effects on entrepreneurship of one
year lagged value of entrepreneurship and GDP at 1% level. Moreover, results show that
the financial development level has a negative effect, while unemployment rate does not
have a significant effect on new business entry.

The main result of our study, that is the insignificant effect of IPR protection on new
business entry density, is consistent with that of Estrin et al. (2011). They suggest that
research and innovation-based entrepreneurs are more stimulated by the overall strength
of the property rights system, rather than any single aspect such as intellectual property
rights, to start up their business.

Our findings contradict those of Shane (2001) and Desai et al. (2003), who find a
significantly positive effect of intellectual property rights on entrepreneurial activity. One
possible explanation for this difference is that these studies focus on developed and not on
developing countries.

Our result can be explained by an inadequate national innovation framework to facilitate
entrepreneurial activities that are sensitive to IPR protection. It can also be explained by
the fact that the protection of IPRs in developing countries leads to an intense monopolistic
power granted to innovators. This causes the restriction of access to the stock of knowledge
on which the entrepreneur can base his imitation, which prevents the creation of new
businesses based on imitation.

We may also refer the cause of this null effect to the negative consequences of TRIPS
agreement on developing countries. Indeed, it is important to note that the majority of
entrepreneurs in developing countries are imitators. The strengthening of IPR protection
raises the cost of investinginsomeacti vi ti es because they are be
some developing countries granted patents on drug manufacturing processes. This allows
generic producers to copy a drug and design it in a new way by using different
manufacturing processes. Now, and after adoption of the TRIPS agreement, this type of
activity becomes illegal and producers are prohibited from transgressing drug patents
invented and manufactured by developed countries.
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Table 2. System GMM model regression

Independent variables| Dependant variable: ENT = new business
entry density
Coeffici Standard Errors
Constant -6.63 2.482%*
L.ENT 0.536 0.208***
IPR 0.166 0.128
GDP 0.869 0.333***
UNEMP -0.062 0.044
FD -0.222 0.121*
Observations 195
Number of instruments 67
Hansen J test (p-value) 1.000
AR(1) test (p-value) 0.175
AR(2) test (p-value) 0.078
Coefficients and standard errors are given in this table.
*, ** xxx o coefficients are significant at 10 %, 5 % and 1
%. All variables are in natural logarithm.
L.ENT, IPR, GDP, UNEMP and FD denote respectively: lag of
entrepreneurship, IP index of GCR, GDP per capita, unemployment rate and
domestic credit to private sector (%GDP).

5. Conclusion

The aim of this study was to evaluate the role of entrepreneurial intellectual property rights
in emerging and developing countries. Two categories of entrepreneurship are defined in
this paper: innovative entrepreneurs and imitators. From the theoretical analysis, it appears
that the impact of IPR on innovative entrepreneurs is positive, while their impact on
imitators is more ambiguous. The empirical evidence shows that the effect of IPR on new
business entry density in a set of emerging and developing countries is not statistically
significant. Our study proves that emerging and developing countries have a poor national
innovation framework, which unable to facilitate entrepreneurial activities that are sensitive
to IPR protection. It also highlights the negative consequences of the TRIPS agreement on
developing countries. We conclude that intellectual property rights are not an effective
industrial policy tool in these countries. Governments should rely on other factors to spur
entrepreneurship.

Our analysis suffers however from some weaknesses. For example, the metric of
intellectual property rights is imprecise given the estimating of the quantitative impact, this

is because of its ordinal nature and because t he survey regarding

perceptions concerning what constitutes strong and weak IPR are likely to vary. For future
research, we propose to use another indicator to measure the robustness of the IPR
system and to compare the results found with those of the present study.

46

t



Oradea Journal of Business and Economics, Volume V, Issue 1
Published on March 2020

References

Acemoglu, D. and Johnson, SJo200%] UMbP®odiimngai
113, 94995

Ac s, Z. 20p6. aa8t @&amttry barri esriszze dSnfailrlmsa npdo prae
dynanmi,cs n M. CasSsBPasuB.aweuMNg, Walde s®@xf rEdd shandb
of entrept(ppeR8Ji pOxf orRIrelsnsi.versity

Arel l ano, M. and Bond, S. 1991. Some Casltse of
evidence and taempbopyment i Telmas aRdé winesw of Economi c
58, 2p/g2.97.

Bamford, C. E., Dean, T. J. and Dougl as, T. J.
determinawtbank foundings: I mplicati ohesurfmal neyv
of Busines,s ®n@B@MOilMg

Barzel, Yhe leeonomic analysis Cambrrpirdgpe:rt Cambi
Uni veRrseégy.

BaumoW.,199FEntrepreneur ship, ManagenefPay q fafnsd t
Cambridge Loné®oessThe MIT

Baumol, W.J. 1990. Entrepreneurdes tpr Wootpirvwed, U c b f
Politicalo98Bx oppmyad9 3

Blundell, R. anhdiBomd, c8ndl129&ns iaryd amd me pta nred
data mddeltsadbnometErci cs, QF| poviidBil 5

Bond, S. R. 2002. Dynamic Panel Data Model s: A
Practtiocée uguese Econdmi4dpEd.ur nal

Cl aessSseaisdiaeveER,00BIL nameivell o ppmeonpte,i glangr owt h,
Journal of Bi,ngmP4ex 401

Desai, M. , Gomper s, P. | maitdi tludrn rmoers,, apic208I3.
entrepreneuri al firm dynamiNBER &virdke mge Plapem [
Avail atbtitepsait/ /i deas. repec.or.g/ p/ nbr/ nberwo/ 101E¢
Estrin, S., Kor ost el evaBetJt.era nmle avhi sc kmmoerwei :c zp,r oTp e
hi ghowth aspiration ledhAr Bips emgpseir s hniop. 4396 . Av
https://www.researchgate.net/ publication/ 46442
Estrin, S., Korosteleva, Whi céindi nMitd K iua wiomzs,
entrepreneursrgtto dliZzlnsii slcaussi o4 8RapeAvamnd.abl e
http://ftp.iza.org/ dp5481. pdf

Evans, D. and Jommensotviinca,t eRl. nmloW& I . of entrepren
' iqui dityJoanomfadlaiitnitcsa] 9 7S, pp o rH3AD.

Evans, D. S. andleesgmeomp, riLc &I aspects of en
Ameri can Econ@A@3),c Rebv3zmo

Gaygisi z, E. and Regk soanla,] M.a¥.i a2003.s Tuwr keyw: f i1
Crosection and panel ERIGtWorekviindgenRa&pers in Econ
September MWvapbsabledabs. repec. org/ p/ met/ wpapeil
Ginarte, J. C. and Par k, W. G. 1997. IgmrtoeMtlhe c t L
Contemporary EcohbmiéplpPobilcy

Hartwell, C.A. 2014. CapitalEnCtorngprod rBe wmradrtie¢mh,a
“WviCrzech Journal of Ec6A4®)mixm4a434 Fi nance

Henr ekson, M. 2007. Ent r e pCroempeau rast hi ivpa wehmadb oir n s t
Policy ,Je8ri#®lp2.

Hol combe, R. 1998 . anErctornepni en dreoswilh@g r t er 1y Joul
Austrian Fd2,n ophtic @s

| MF. BO0d®%t h resuming,Wdrakhcgoenrosmirce nCauitnt ook Apr il
Johnson, S. ., Mc Mi || an, J. and WoodrufTfhe C. 2
Ameri can Econ#885),c R®.81563e5v6 .

47


https://ideas.repec.org/p/nbr/nberwo/10165.html
https://www.researchgate.net/publication/46442957
http://ftp.iza.org/dp5481.pdf
https://ideas.repec.org/p/met/wpaper/0308.html

Oradea Journal of Business and Economics, Volume V, Issue 1
Published on March 2020

Jovanovic, B. 1982. SelecEconomexl ,Evmgéurtdd.oNn o

f

Kauermann,GG. 8mdideel, J. 2005. The survi-val of
study intcoevaiygiedoumobtdleR osy,a l Statistical Soci
Statistic,s 1I(B8 Fgdch >=&.y

Kihlstrom, R.E., and Laffont, df 0rmliBad®maidi gané
on ri sk Jaovuerrmsalonof Po,l8i/(4), c@ML-PE80nomy

Kl apper, L. and Lop&adt the20ilhanThalregrissiraton
Economi csl1l1l@ttegs 1

Kl apper, L., Amit, REnanepGenkeu®eshi p. Bnd20610m
countries, i AStholaEdsherernanatdi onal Di fferences |
(pp.-128®). ClUmicamagmosi t yProds<Lhicago

Kl apper, L., Laeven,2006. abButrRajraeagulR.tion a .
entrepredeurslalpof Finan@2ad9ipEO8onomics

Li meat o, I . M. H. and DdFdeog ay PRDpr @&t i on aff ec
entrepreneur schoiupn?t rA cempss i Wal kiex@mPaperonAvai
http://citeseerx.ist.psu.edu/viewdoc/ downl oad?
Lucas, R E. Sil®D&8t r Obut hen oBelBlus JoobeaosasradAiircnss ,
9, HP®B23.

Mil eva, Us.i AZge07TRomomd DyPRameélc GMM Eis@tiantagd.orTsut or i
with Examples using StataW@r WPgpxerabond and xt a
Minniti, M. and L ®Rveecsegnute , d eM.e htéhpeth@ B £t o rod mi c s
entrepredeur slalpof Bus3@B)es@dmoONBeln2t.ur i ng

Minniti, M. and E®vespguene Mr i 210 1tgyrpoewstoha,nd aé€ c o fi «
Business &8t upp-B83&5

Nort h, D. and Thlenasi s de ® flwOoi/rilde: A new economic
Cambri dge: WmimbeRirshgey.

Nort h, D. C. 1 9T%hle. JlouEEtnimriomi cn Peb@)pe @i lve.s
Oxenfal®dl8ew Firms and Fr@&WesEnbhegetronjsb. C.: Ame
on PuUlIfiad r s .

Parker, S. 20@tonbamwcanadft leeCtormpmmreane wres hiafp,or L
Policy ,JRB86R®8Ip6.

Pissarides, F., Singer, M. and Svejnar, J. 2003
evidence from snsalzle aenndtiemepdiismsand) Bwd galr i af
Comparative, E3Bbh@ofB 4L s

Schumpdt &r., TH&4.t heory of e ¢ o nloom a d mdaenvseal cotpi moenn
Publishers.

Shane, S. 2001. Technol ogy r BMgnmgememd, 84&iverd ¢ e
9, pp.-1119®.3

Weneker s, S. ., Stel, A.V., Thurik, R. and Reynol
the be&ecv®elhomic deSmalblpmBuwsi ne sBS4I3IfEc @PeBrHiI9c s
Wennerkers, S. and Thurik, R. 1999 .grlLoiwstkihg,hy ent
Business Erdlphomipshts .27

WilliamsonTh®.edd®8®dmi c institutions of capital
contracNewdgYoerek.:

Bio-note

Kamilia Loukil is a PhD in Economics at the Faculty of Economics and Management of Sfax,
Tunisia. Her main research interests refer to technological innovation, innovation policy and
entrepreneurship in developing and emerging countries.

48


http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.574.3807&rep=rep1&type=pdf

Oradea Journal of Business and Economics, Volume V, Issue 1
Published on March 2020

SHOPPERSG6 PERCEPTI ON OF RETAI L CHOPPERSINENCE | N
BENIN CITY, NIGERIA

Christopher Agbonifoh*, Edith Odia

Department of Business Administration, Faculty of Management Sciences, University of
Benin, Benin City, Nigeria

christopher.agbonifoh@uniben.edu

edith.odia@uniben.edu

Abstract: In view of the fact that shopping is part of everyday life and that it has significant

i mplications for everybodyds lineéshiogdt @d ds lwe
perception of retail convenience in online shopping as well as examine the influence of
demographic attributes on shoppersdé perception
20- item questionnaire was developed so as to measure the four different dimensions of

retail convenience. It was administered on a sample of 500 respondents consisting of online

shoppers in Benin City. On the whole, 423 copies of the questionnaire were returned and

found usable, thus giving an 84.6% response rate. The data obtained was coded and

analyzed using means, standard deviation, frequency distributions, and T-test. The results

revealed that online shoppers have a favorable perception of all the dimensions measuring

retail convenience. However, shoppers have a more favorable perception of search
convenience. The study has also found that demographic attributes such as gender, age,
education, occupation and income do not signi
online retail convenience. It is therefore recommended that online retailers should
emphasize retail convenience, including access convenience, search convenience,
transaction convenience and possession convenience as these constructs are crucial for

developing retail convenience and serve as a source for competitive advantages.

Keywords: Demographic attributes, online shopping, perception, shoppers, retail
convenience, Internet.

JEL classification: M31, M37.

1. Introduction

Before 1980, the only available option for shopping was the brick-and-mortar store (Li, Lu
and Talebian, 2015). Although it was possible to use catalogues, with the birth of the Internet,
a new method, namely online shopping, has become possible and is becoming more and
more widespread. The growth of the Internet has increased the popularity of online shopping
and it (online shopping) is the fourth most popular Internet activity, following e-mail, the use
of instant messaging and web browsing (Ariff, et al., 2017). Nowadays, online shopping
holds the attention of the retail market as millions of people shop online (Sivanesan et al.,
2017).

The developments in Internet technology allow for the expansion of shopping options
beyond traditional methods that may be more time consuming (Akinbode et.at., 2016).
Issues with having to physically gather information with traditional shopping methods are
alleviated, and shoppers are better able to efficiently use their time (Ekwueme and Akagwu,
2017).

" Corresponding author: Christopher Agbonifoh
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S h o p p e r sod makiagcid considerably influenced by the speed and ease with which
they can access retail outlets. Several shoppers make use of the Internet in order to simplify
their buying decision making (Beauchamp and Ponder, 2010). When engaging in shopping
activities, shoppers spend time and effort so as to complete multiple tasks and given that
today's shopper is more time-sensitive and influenced than ever, it is fit to consider the
benefits of providing online shopping convenience. Online convenience is one of the main
promoters of shopper's predisposition to adopt online shopping (Jiang, Yang and Jun, 2013).
It is argued that the importance that shoppers placed on convenience prompts retailers to
redesign store operating systems and emphasize the efficiency of the provided service
(Seiders, Berry and Gresham, 2000). Online retailers are certainly able to supply more
convenience as store location becomes irrelevant and shoppers may now shop from virtually
any location, 24 hours a day, seven days a week (Beauchamp and Ponder, 2010).
Therefore, companies must develop a more precise understanding of the impacts of online
convenience.

The Internet has deeply transformed the industry practices of modern retailing and
distribution management (Doherty and Ellis-Chadwick, 2006). The Internet explosion has
shifted some of the traditional shopping to the online shopping environment. An increasing
number and variety of firms and organizations are exploiting and creating business
opportunities on and over the Internet (Jiang et al., 2013). As online shopping is a new
medium, so is the consumer behavior in the field of online shopping; it is fairly diverse in
nature as compared to traditional consumer behavior. With this emerging field of shopping,
the interest of marketers is also the increase in studying what actually motivates shoppers
to shop/buy online. Other than the factors which influence shoppers to buy online, online
shoppersd demographics in terms of age, gender,
as location of shoppers (urban and rural) and shopping experience are also important in
order to define their shopping behavior (Qinghe, Wenyuan and Kaiming, 2014).

In view of the fact that shopping is part of everyday life and has significant implications for

ever ybodyés I ivelihood and wel fare, this study
convenience in online shopping and it also examines the influence of demographic variables
(gender, occupation, age, education, ataild i nc

convenience in online shopping.

2. Literature Review

2.1 Online Shopping

Advances in information and communication technologies and the development of the
Internet have changed business activities by allowing new ways of conducting business, and
it referred to as online shopping (Zwass, 2003). Online shopping belongs to the general
family of electronic commerce (Gabriel, Ogbuigwe and Ahiauzu, 2016). It involves the
purchase of goods and services from a seller over the Internet. Online shopping is a process
of electronically buying and selling (Laudon and Laudon, 2006) of goods and services by
using with computerized business transactions through the use of Internet networks. This
implies that online shopping is a process and it consists of different steps, just like in the
physical method of shopping (Varma and Agarwal, 2014).

2.2 Dimensions of Retail Convenience in Online Shopping

The concept of convenience was proposed by Copeland (1923) in marketing literature. He

classifies the consumer products into convenience goods, shopping goods, and specialty

goods. Convenience is the abil imbnetary aostsynardely dime, shopp
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energy and effort, when purchasing or consuming goods and services (Berry, Seiders and

Grewal, 2002; Seiders et al., 2007; Farquhar and Rowley, 2009).

To better understand the concept, researchers in this field have distinguished between

different types of convenience. The two types of convenience are service convenience

(Berry et al., 2002) and retail convenience (Seiders et al., 2000). Service convenience is
defined (Berry et al ., 2002) as consumerso6 tim
usingaservi ce. On the other hand, retail convenienc
costs associated with shopping in a retail environment. Four dimensions of convenience

applicable to retailers are identified in specialty literature (Seiders et al., 2000). These

dimensions are: access convenience, search convenience, possession convenience and

transaction convenience. They are explained below.

Access Convenience

Access convenience is defined as the fispeed and

r et a Sdiders ai al.(2000: 81). It encompasses the perceived time and effort necessary

to initiate service delivery, that is, the actions required to request services and to receive

them (Changa and Polonsky, 2012). This access may occur in person, over the phone,

through a computer, or in other means as the case may be.

Search Convenience

Search convenience is the speed and ease with which shoppers identify and select goods

and services they desire to buy (Seiders et al., 2000), and comprises effective
communicating systems with shoppers, store design and arrangement, product
demonstrations, store signage, and professional as well as knowledgeable salespeople.

Transaction Convenience

Transaction conveniencei s t he fispeed and ease with which s
transactionso (Seiders et al ., 2000: 86) . Tr &
checkouts and easy or liberal return policies score high in transaction convenience.

Possession Convenience

Possession convenience is the speed and ease with which shoppers can obtain the desired

goods and services (Seiders et al., 2000). The main reason for choosing traditional stores

over online stores is the ability to actually take immediate possession or delivery of the

products (Alba et al.; Rohm and Swaminathan, 2004).

The Research Hypotheses
The research hypotheses tested in this study are as follows:

Ho1: There i s no significant di fference bet wee
perception with respect to access, search, transaction and possession convenience

Hoz: There is no significant relationship betwe
age, education, occupation and i ncome) an

convenience in online shopping.

3. Methodology

This paper focuses on shoppersd6 perception of
focus was aimed at online stores. The population of the study therefore consists of the totality

of shoppers who are at least 18 years of age and who use online shopping mode in Benin

City, Edo state. The estimated population of Benin City which is above the age of 18 is

1,627,300 (National Population Commission, 2016).

The sample size of the study whmulagwhickeisthe ned b
application of normal approximation with 95% confidence level and 5% error tolerance. The

formula is given as:
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i 0
p 0Q
Where: n = sample size; N= population=1,627,300; e = level of significance = 0.05
N N h

- h .
I = | % OWEITT@ T T

Though the calculated sample size is 400, a total of 500 questionnaires were administered
in anticipation of possible invalid or improper completion by respondents.

The sampling technique adopted in this study is a combination of simple random sampling,
systematic sampling and convenience sampling. First, the official Independent National
Electoral Commission wards adopted during election was the initial sampling unit. In this
connection the official 2018 list of wards in Benin City was used. This list of wards was
obtained from INEC office in Benin City. Of the 25 wards in Benin City, ten wards were
randomly selected. The second stage of the sampling process was the selection of houses
using systematic sampling. The third was a convenience sampling of individual respondents
from the houses selected in the second sampling stage. A questionnaire was administered
in every fifth house along each street in the selected areas on the first cooperating adult
encounter in each house. A situation whereby the first adult encounter refuses to cooperate
or has no knowledge of online shopping; it was administered on the next willing and available
adult in the same premises.

Simple random sampling procedure was applied to select 10 of 25 wards structured by the
Independent National Electoral Commission in 2018. This was done to ensure that there
was adequate representation of online buyers from all the wards in Benin City. Following, a
form of systematic sampling technique was employed to sample every first cooperating adult
respondent in every fifth house on the street in the selected area. In absence of a suitable
respondent, the next house was sampled as the fifth house up until the expected 50
respondents were surveyed.

The instrument that was used for data collection in this paper is a structured questionnaire.
The 20bi t em qgwae slivided imto dwo rparts. The first part captured the
respondent sdé sel ect ed -ecbeomio gharacpetistics, which thcludeo c i o
gender, occupation, age, educational qualification and income. The second part of the
guestionnaire contained items measuring online shopping convenience. Hypotheses were
tested using T-test and Analysis of Variance (ANOVA). The Statistical Package for the Social
Sciences (SPSS 20.0) was used for all the analyses. All tests were carried out at the 5%
level of statistical significance.

4. Data Analysis and Results

Shoppersd Perception of Retail Convenience 1in
Shoppersd perception of retail convenience in
following dimensions: access, search, transaction and possession convenience. The

perception index (mean score) for each of the variables presented in Table 1 was computed

on a five-point scale ranging from strongly agree (5), agree (4) unsure (3), disagree (2) to
strongly disagree (1). The higher the mean s
perception of shopping convenience and vice versa. A score of five (5) indicates very

positive perception by shoppers while a score of one (1) represents the lowest or most
unfavorable perception by shoppers. The reliability values regarding access, search,
transaction and possession are 0.765, 0.684, 0.782 and 0.805, respectively, by using

Cronbach Alpha method.

The five (5) variables that make up access convenience were positively perceived by

shoppers with a mean index of 4.20. On the average, the most positively perceived variables
arehefitopening hour of tHd. dB6dps f ithédtcvewaralmtb iy e Mt O
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crowdedo (4.22), following is ni (4.16)dolloweddy t o a
fa wide variety of products that | need are availableint hese shopad (d&silby, f
easy to |l oca408). the shopso

Search convenience consists of four (4) variables. The average scores show that all four
variables were positively perceived. produds most
arewelror gani zed q4.34)afollowvedbygfemrooduct sorting and cl a
(4. 31) , tiseasyto find the pfoducts thatyouneed ( 4. 28) aitideasydoget!l vy, i
the information | need to make my purchase decision in the store §4.15).

Transaction has four (4) variables. All variables were positively perceived by the shoppers
except fier efaisy to return defective products af
mean score of (2.91). The most positively perceived varia b | e s theeheekoufiprocess

is f(8s9B), folioswedsphpyfdir me to(2o8Z) ualed mya ptul
not have to make much of a@8&ffort to pay for
The next dimension was possession convenience andithasonl y t wo ( 2)amvari ab
satisfied with the attitude and performance of
with a mean scoreof ( 3. 86 )1 tcdheatn thhe product i mmedi ately
lower mean score of (2.66).

The results indicate that search convenience was perceived to be better than the other

dimensions of retail convenience because the overall mean score for the different
dimensions show that search convenience is perceived highest by shoppers with overall

mean score of (4.27), followed by access convenience (4.20), transaction (3.66), and lastly,

possession convenience (3.26).

Tablel: Shoppersdé Perception of Retail Convenience
S/IN | Dimensions of Retail Convenience in Online Shopping Mean
Access Conve®vednce (U=
1 | The opening hour of the shops is convenient. 4.46
2 It is easy to access the products you need. 4.16
3 | A wide variety of products that | need are available in these shops. 4.15
4 | The stores are not crowded. 4.22
5 It is easy to locate the shops. 4.03
Overall mean for access convenience 4.20
Search Conve@68)nce (U=
6 | Products are well-organized or arranged. 4.34
7 It is easy to find the products that you need. 4.28
8 | Product sorting and classification is easy. 4.31
9 It is easy to get the information | need to make my purchase decision in 4.15
the store.
Overall mean for search convenience 4.27
Transaction Cormv®ni ence (U=
10 | The checkout process is fast. 3.98
11 | Itis easy to return defective products after purchase to the store. 2.91
12 | Itis easy for me to conclude my purchase. 3.89
13 | I do not have to make much of an effort to pay for the product 3.86
Overall mean for transaction convenience 3.66
Possession Conweoi ence (U=
14 | | get the product immediately after the payment 2.66
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S/IN | Dimensions of Retail Convenience in Online Shopping Mean
15 | I am satisfied with the attitude and performance of deliverymen. 3.86
Overall mean for possession convenience 3.26
Shoppers Perception of Retail Convenience 3.85

Source:Aut horso fieldwork

Demographic Influences on Shoppers6 Perception
Shopping

The demographic influences of respondents, such as gender, sex, educational qualification,

occupation and income in regards to perception of retail convenience on shopping are

presented in Table 2, 3, 4, 5 and 6.

Rel ationship between Gender and Shopperind Per
Online Shopping

The results presented in Table 2 show that gender {t=1.564; p=0.119} does not significantly
influence shoppersdé perception of retail conve.l
that the male respondents are not significantly different from their counterpart in their

perception of retail convenience in online shopping.

Table2: Rel ati onship between Gender and Shoppersb
Online Shopping

Dimension of Retail Convenience in
. . Male Female T P

Online Shopping

Access Convenience 4.237 4.159

Search Convenience 4,283 4,187

Transaction Convenience 3.707 3.551

possession Convenience 3.240 3.257

Overall Mean 3.867 3.789 1.564 0.119
Source: Aut horso6 field work

Rel ationship between Age and Shoppersgsnd Percept
Online Shopping

The results show that there is no significant relationship between age and shopper sé
perception of retail convenience. The F-value (0.685) and p-value (0.758) are strong

evidences that age is not statistically significant at the 0.05 level of significance. This means

that shoppersé perception of retail convenienc

o

Table 3: Rel ati onshi p bet we e rPercegien ofaRetdil C8nvemipnpeeim s
Online Shopping

Sho ersd® Mean Per cg¢
Age Category N Conf)/e?\ience in Online Shopping
18-24 280 3.836
25-31 69 3.875
Above 31 71 3.776
Overall mean 420 3.833
F-statistics 0.685
p-value 0.758
Source: Aut horsé field work
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Rel ationship between Education and Shoppersé P
Online Shopping

The results presented in Table 4 show the mean scores for the various education categories

of shoppers. The results depict that there is no significant relationship between education

ands hoppersod6 percept i onhedHalue @.80d)iand p-vatue (0.£28)iare nc e .
strong indications that education does not inf
of significance. This means that the perception of online shopping of the more educated

shoppers is not significantly different from that of their counterparts.

Table4:Rel ati onship between Education and Shopper
in Online Shopping

Education N Shopp_ers_ﬁ Mean P_erce
Convenience in Online Shopping
Primary 5 4.003
SSCE/WAEC or equivalent 120 3.864
OND/NCE or equivalent 18 3.857
B.Sc., B.A., HND or equivalent 205 3.861
Postgraduate Degree 63 3.686
Overall mean 411 3.836
F-statistics 1.801
p-value 0.128
Source: Authorsé6 field work.

Rel ationship between Occupation and Shoppersd |
Online Shopping

The results in Table 6 reveal that there is no significant relationship between occupation and
shoppersd percepti on olf-valuee(0.441) land p-value (6.A7D)earec e . TF
indications that occupation is not statistically significant at the 0.05 level of significance. This
suggeststhatr e spondent sé6 occupation does not affect

Table5:Rel ati onship between Occupation and Shopper
in Online Shopping

Occupation N Shopp_ers_ﬁ Mean P_erce
Convenience in Online Shopping
Students 299 3.849
Self employed 36 3.759
Civil/public servant 46 3.773
Others 28 3.859
Overall mean 409 3.833
F-statistics 0.441
p-value 0.779
Source: Authorsd field work.
Rel ationship between | ncome a Ratail Sdneepipneegin 6 Per

Online Shopping

The results in Table 6 reveal that there is no significant relationship between income and
shoppersd6 percepti on olf-valuee(l1.53) land p-value (6.h4b)earec e . Tt
strong evidences that income is not statistically significant at the 0.05 level of significance.
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We can therefore conclude that responden
online shopping.

t so

Table6:Rel ati onship between | ncome arCdnveBibnoegmer s 6

Online Shopping

Shoppersd Mean Per c¢
Convenience in Online Shopping
Below N50, 000 244 3.816
50,001- N100, 000 53 3.908
100,001- 150, 000 33 3.599
Above 150, 000/ 31 3.979
Overall mean 361 3.823
F-statistics 1.563
p-value 0.145
Source: Authoroés field work

Income Level N

5. Discussion of Findings

The objective of this study was to exami
online shopping. The result shows that the four dimensions of retail convenience were
positively perceived by shoppers. This result confirms an earlier finding by Beauchamp and
Ponder (2010) that online shopping is positively perceived by shoppers in the United State
of America. They reported mean scores of 6.43, 6.11, 6.26 and 6.13 for access, search,
transaction and possession convenience, respectively. Similarly, Jiang, Yang and Jun
(2013) found that online shoppers have a favorable perception of online shopping in Hong
Kong. This finding is also supported by the study conducted in South Africa by Mpinganjira
(2015) who found that online shoppers have a favorable perception of search and
possession convenience.

This study found that demographic variables (gender, age, education, occupation and
i ncome) do not have a significant rel a

ne

convenience in online shopping. The implication of this finding is that the demographic

variables do not play a significant rol e
shopping.

More specifically, gender had no significant relationship with perceptions concerning retail
convenience in online shopping among shoppers in Benin City. Male and female shoppers
perceive retail convenience in online shopping in the same way. The possible reason for this
finding is because both male and females go through similar process of accessing,
searching and purchasing goods. This study contradicts the findings of Slyke, Comunale
and Belanger (2002), Rodgers and Harris (2003), Stafford, Stafford and Schkade (2004),
Punj (2011); Richa (2012) and Lubis (2018); according to them, gender had a significant
i mpact on shoppersd perceptions of retail

convenience in online shopping. In contrast, Lubis (2018) found that age had a significant
relationship on shoppersdé perceptions of
from this study also contradicts previous findings by Punj (2011) and Richa (2012) that

s h

conyv
This study found that age had no sdptpmsioffretat a nt

r

ret ai

shoppersd demographic variables affect their

More than three quarter of the shoppers surveyed in this study belong to the youthful age of
between 18-31 years old. The youths appear to be more ardent in the use of ICT knowledge,
which is very important in the adoption of online shopping. Given this background of the
present study, it would not be surprising if education is less relevant in the perception.
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This study has found that education had no signi f i cant relationship

perceptions of retail convenience in online shopping. Possible explanation for the non-

relevance of education i n explaining shopper

increasing attention given to ICT education in both the Nigerian secondary and tertiary
institutions. By contrast, Kwarteng and Pilik (2016) found that education had a significant

relationship with shoppers6 perceptions of

that online shoppers largely consist of people with higher level of education (Kehoe, Pitkow
and Rogers, 1998; Hoffman, Kalsbeek and Novak, 1996). Similarly, Lubis (2018) found that
education had a significant relationship

online shopping. Furthermore, the findings from this study also contradict previous findings

by Punj (2011) and Richa (2012) that shoppersbd

preferences.
Lastly, on the influence of demographic variables, this study found that income had no

significant relationship with shoppersd percep

This is not consistent with earlier reports by Hoffman et al. (1996) and Kehoe et al. (1998)
that income had a significant rel ationshi
in online shopping.

6. Conclusion
Shoppers are more time constarined than ever before and the development of retail
perceived convenience in online business is therefore an important marketing strategy. The

ret

wi t h

p wi

study has attempted to investigate shoppersbod

shopping in Benin City. The results indicate that search convenience was perceived to be
better than the other dimensions of retail convenience because the overall mean score for
the different dimensions shows that search convenience is perceived highest by shoppers.
However, there is still room for improvement in adding value to the retail experience of
shoppers on the four (4) dimensions of retail convenience. The outcome of the demographic

C

influences indicates that there is no signific

retail convenience in online shopping. Since demographic variables do not explain variation
in shoppersd perception of retail conveni
segmentation of the market for online business. Future researchers may conduct further
investigation into the influences of other variable such as psychological and psychographic
variables.

7. Recommendations

It is recommended that online retailers should emphasize retail convenience, including
access, search, transaction and possession convenience, as these constructs are crucial
for developing retail convenience and serve as a source for competitive advantages. We
also recommend that online retailers/vendors should improve on their delivery strategies to
ensure prompt delivery of products to shoppers in order to better satisfy their needs.
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Abstract: The purpose of this study aims at introducing the sharing economy, one of the
most popular economic mechanisms at present, with special regard to its varieties and
definitions. The explosion of the sharing economy into the tertiary sector has changed the
balance of powers and paved the way for increasing markets based on a new footing. The
emergence of trading platforms has created a wide variety of virtual marketplaces, where
consumers and suppliers contact each other directly according to their interests, and may
even form groups. The review of the relevant literature can be considered rather inclusive
regarding the terms and definitions; therefore, the authors find the separation of suppliers
essential, according to whether they are private individuals or entrepreneurs. The literature
distinguishes three large groups of the sharing economy: product-service systems,
redistribution markets and collaborative lifestyle markets, followed by further sub-categories.
This paper focuses on the economic markets of the Hungarian and Romanian sharing
economy from supply and demand-side aspects to obtain a clear picture of the sharing
economyb6és growing range and for ms. The paper
research, literary sources and the open-access database of the European Commission
(2018): Flash Eurobarometer 467 (The Use of the Collaborative Economy), which is
analyzed by using the SPSS 24 software. Sharing economies have been studied from both
consumer and service provider perspectives. The survey on the percentage of consumers
and suppliers, the advantages and disadvantages, the reasons for not using services offered
as such, and the motives behind the participation of suppliers on sharing economy platforms
was carried out in Hungary and Romania and the EU-28 member states. As regards to the
advantages, consumers praise easy access to a given service, and then the sequence of
evaluated advantages shows a difference between Romanian and Hungarian users. The
estimation of sharing economy services shows a more positive picture among Hungarian
residents, whereas Romanian users and service providers as a whole correspond to the EU
28 average. Experience has shown that just like in the 28 members of the EU, the most
popular sharing economy platforms are accommodation and ridesharing services in
Romania and Hungary. To the best of our knowledge, the analysis of this topic has not been
carried out.

Keywords: sharing economy, collaborative consumption, spreading of sharing economy in
Romania and Hungary, SPSS analysis.

JEL classification: J23, M13.

1. Introduction

Sharing economy or peer-to-peer based sharing refers to an economic and social system
where human and physical resources are shared. It may imply the joint development,

" Corresponding author: Andras Nabréadi
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production, trade, distribution and consumption of goods and services by organizations and
individuals alike. Sharing economy is a conceptual phrase, which appeared in the Oxford
English Dictionaries in 2015, along with Brexit, Dark Web, a crying and laughing emoticon
or ad blocker (Steinmetz, 2015). The leading examples of sharing economy or peer-to-peer
(P2P) economy are Airbnb and Uber, based on a new business management philosophy.
In less than one decade they have grown to billions of dollars in value, such as Airbnb, which
has no real estate, or Uber, which is engaged in passenger transport but which does not
have a car fleet. The key to their success lies in the fact that they have laid new foundations
for accessing the service sector, linked it with the digital world, bringing consumers within
reach (a mobile phone from them) (Smith, 2019). Then the traditional access systems
appeared redundant and clumsy, so their avoidance proved to be a blessing rather than a
compulsion. They were groundbreaking in how they used the available technology and paid
heed to the hidden opportunities of peer-to-peer activities.

Both startups launched their activities in troubled times when the recession of 2008 broke
out, and they were regarded as being among the biggest Unicorn startups at the beginning
of 2019. Airbnb joined the Unicorn club in the summer of 2011, its current company value
amounts to 29 billion dollars (May 2019), and it has the prominent 5th place on the list of
more than 300 companies (CBInsights, 2019). Uber, the other spokesperson of sharing
economy belonged to the members of unicorns in 2013-2019 with its company value of 72
billion dollars (2nd place), but the Initial Public Offering ended on 10 May 2019 and share
trading started (Feiner, 2019).

The two sharing economy companies mentioned above disrupt the traditional business
models and convulse the regulatory system (Shueh, 2014). Airbnb, the online marketplace
for arranging and offering accommodation, has challenged the hotel industry, and Uber
causes difficult times for the taxi companies. Airbnb has eroded and wiped out the artificially
created and maintained boundary between the short-term rental of properties - services
provided by hotelsandlong-t er m fiapart ment d accommodati ons.
astonished the taxi companies since the beginning, and it is relentlessly debated every
single day. The Uber application, which connects passengers with drivers, is essentially and
simply a taxi-service, although only at first sight. The global, app-based transport network
ridesharing service has introduced several innovations in passenger transport, establishing
a direct connection between the carrier and the passenger; accurate and true data are
available about the driver, the vehicle can be continuously monitored right from the order of
the travel, the arrival time can be precisely calculated, the fare is known in advance, and is
automatically withdrawn from the bank card registered in the internal Uber pay system when
the travel gets finished.

2. Material and methods

The paper consists of both primary and secondary approaches to the topic. The research
guestions are centered on the clarification of the notion of sharing economy or peer-to-peer
business. The article is concentrated to clarify what unambiguous categories and sub-
categories of the sharing economy can or do exist. Based on process of specialty literature
analysis and the authordéds own analysis, the
and then determined with definitions that can make a clear distinction among sharing-
economy businesses.

Based on this, the authors conducted an in-depth analysis of the EU, Hungary and Romania
by using primary data from available databases. Empirical research methods were carried
out in 2018 upon the proposal of the European Commission about the use of sharing
economy among consumers and suppliers. As the SPSS database of the survey was
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accessible, it allowed country evaluations to analyze the widespread of this new business

model in Romania and Hungary.

Answers to the research questions were developed by using the following methodology:

1 The use of secondary literary sources enabled the introduction of sharing economy
areas from various aspects.

1 The authors obtained the open-access database European Commission, Brussels
(2018): Flash Eurobarometer 467 (The Use of the Collaborative Economy) ZA6937 Data
file Version 1.0.0 from the institute performing the survey and used it as the secondary
research source (European Commission, 2018), where 26.544 survey basic and
derivate data were analyzed and processed with SPSS 24 software. The examination
was carried out from two perspectives. On one hand, the consumer side of
Aisharing/coll aborative economyo was an
side/service provider side. Statistical calculations were used to test the correlations. The
study used simple analyses/descriptive statistical methods, frequency analyses, cross-
table analyses and Chi-square tests. The researchers performed in-depth investigations
on Romania and Hungary, revealed the key correlations between the consumer and
demand sides. The number of participants was 1.001 in Hungary and 1.006 in Romania.

3. Results and discussion

3.1. Definitions

Botsman and Rogers (2010a) prefer the use term of collaborative economy rather than
sharing economy. They propose that hyper-consumption, induced on the provision of loans,
typical of the 20th Century, will be replaced by collaborative consumption, and its key drivers
will be reputation and prestige. The main features of hyper-consumption were
advertisements, and they were characteristically based on ownership. In contrast,
collaborative consumption will be typically community-focused with a sense of togetherness
and belonging to the place where we live and share the rights of use (Botsman and Rogers,
2010a). Similarly, Botsman and Rogers (2010b) split up and classified sharing economy
enterprises into various types into the following: product service systems, redistribution
markets and collaborative lifestyle markets. Enterprises operating in product-service
systems sell goods as services rather than their products (e.g. p2p car sharing, bike sharing,
electric roller/moped sharing, etc.). They use redistribution markets for selling their
underutilized assets (new or used), thus ensuring that the new owner makes better use of
these underutilized assets than the previous one (e.g. p2p flea market/marketplace).
Collaborative markets consist of people, interest groups who share common needs and
interests or exchange tangible or intangible assets. This can include sharing working areas,
car parks, accommodations, various skills, data/information, money or time (Botsman and
Rogers, 2010b).

Sundarajan (2015) and Martin et al. (2015) underline the significance of sharing on
promising, cutting-edge p2p marketplaces encouraging users to contact each other for the
pursuit of economic activities. Sundarajan (2015) and Stephany (2015) analyzed the shift in
the consumption model, from ownership towards sharing, softening the necessity of the
ownership of assets.

fiThe expression sharing economy is commonly used to indicate a wide range of digital
commercial or non-profit platforms facilitating exchanges amongst a variety of players
through a variety of interaction modalities (P2P, peer-to-business (P2B), business-to-peer
(B2P), and business-to business (B2B)), that all broadly enable consumption or productive
activities leveraging capital assets (money, real estate property, equipment, cars, etc.)
goods, skills, or just timed(Codagnone, et al., 2016: 22.p.).
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The European Commission defined collaborative economy as a business models where

activities are facilitated by online platforms that create an open marketplace for the

temporary usage of goods or services, often provided by individuals. The collaborative
economy involves three categories of actors: users, providers and intermediary platforms,

which facilitate transactions between them (European Commission, 2016).

As Schor (2014) highlights in his thesis, an activity can be considered sharing if the platform

is declaring itself and the press defines who is in and who is out. Everybody can decide

whether their activities are covered by the sharing economy collective term. Sharing
economy activities fall into four broad categories: recirculation of goods, increased utilization
of durable assets, exchange of services, and sharing of productive assets.

The collaborative economy offers new opportunities for sustainability through efficiency,

consistency and sufficiency (Heinrichs, 2013).

Szegedi (2019) regards that sharing-based activities have four key features:

- the activity is webpage-, application- or online platform-based;

- allows for a P2P transaction;

- ensures temporary access to assets, services without transfer of ownership. This
feature excludes the sale of second-hand goods and online platform-based transactions
from the umbrella term of sharing economy.

- Unexploited assets, services, skills or resources will be employed.

The collaborative economy is an economic trend where partners meet on an online platform

with a view to providing others with their temporally unused or unexploited assets, skills and

capacities on a temporary basis. The activity is basically additional income, in order to
generate additional earnings for the party providing its assets on the sharing platform. The
online marketplace is accessible via a mobile application, the vehicle between the two
parties, where they can obtain information on each other, primarily about the person of
sellers, their reliability, the quality and precision of their services. The relevant literature is
highly inclusive, everybody can be included under the generic term of sharing economy if
individuals identify themselves as the players of this economy and it is accepted by the
general public. Our view is that service provider groups must be separated and a boundary
must be set between the concepts of sharing economy and collaborative consumption. In
our opinion, a sharing economy can only be identified in P2P and P2B constructions, where
the transaction is always started by an individual. The key element is personal and social
motivation, i.e. a group is organized around something with the effective assistance of
information technology, and operates locally and globally alike. Local communities can be
physically created, the members can have meetings, discussions and global communities
can contact and make transactions through the Internet in the virtual space. Collaborative
consumption refers to swaps among B2P and B2B players similarly via digital platforms, but
in this case, there is no personal motivation as they are backed by complex organizations.

Sustainability and environmental protection issues come to the forefront here, although it

must be borne in mind that the primary objective of an economic enterprise is to increase

t he owner 0s assets by satisfying sol vent

complemented the baseline (Botsman and Rogers, 2010a) classification with the following:
in the event that the person who starts the transaction is a private individual (rent, sale,
sharing, finance), we can talk about the sharing economy, and when an enterprise rents out,
sells, shares or co-finances assets, it can be termed collaborative consumption.

Whereas sharing economy transactions identify activities that inspire individuals to create
independent businesses, sharing their assets via the online platform, enterprises operating
under the collaborative consumption principle offer alternatives for companies by having the
traditional business model together with the following: increasing efficiency (lower input,
higher output), sustainability, environmental protection, optimal use/exploitation and
permanent availability.
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3.2.Sharing economy and its popularity in Hungary and Romania

The socio-demographic profile of participants

The study surveyed 26.544 participants with questionnaires in 2018 in the EU-28-member
states. 70% of the Hungarian respondents revealed that they were not users or service
providers of sharing economy platforms, the corresponding percent in Romania is 76%.
Every second person surveyed was other than employed, whereas the majority of them were
employed. Upon closer examination, the classification can be demonstrated as follows:

Hungary

The majority of sharing platform users (solely users) are employees (intellectuals) (16,7%),
office workers (7,7%), sellers or nurses (12,9%) or pensioners (27%). Those who are solely
service providers, fall into the same categories, but students and homemakers emerge and
stand at 12,5% in addition to the large category of other-than-employed and pensioners.
10% of users and service providers in Hungary do intellectuals’ jobs, 18,3% are office
workers, 23,3% sellers, nurses or employees, 6,7% homemakers and 10% pensioners.

Romania

The majority of 0exclusive wusers do intellect
management, 17,2 % in other positions, 8% students in full-time education and 14,7%
pensioners. 13,6% of service providers are intellectuals or have other jobs, whereas 22,7%
are pensioners. The percentage of service providers and users is the highest among
intellectuals (17,3%), middle-managers (11,5%) and civil servants (11,5%), but it is worth
mentioning that the percentages of other employees, students and pensioners stand at 7,
7% for each of them. The most active sharing economy players in Hungary live in the middle
region of the country; their percentage is 37,8%. Every second respondent acting as a
service provider via collaborative platforms lives in this region and the ratio of players from
both categories is 45%. In Romania, the capital region is the most active with 27,6%
percentage of exclusive users, 32% of service providers and 19% of both users and service
providers. The other active region of the sharing economy in Romania is the North-Western
NUTS2 region, where the percentage of users is 14%, that of service providers is 22,7%,
whereas users and service providers together represent 21%. The proportion (18,2%) of
service providers is rather high in the South-Eastern region as well.

The consumer side of sharing economy services

The average user rate of services provided by collaborative platforms (Figure 1) is 29,3% in
Hungary, whereas Romania it is somewhat behind this rate with 21, 5%, i.e. slightly over
one-fifth of respondents. The percentage of respondents who claimed that they use sharing-
based economic services, either occasionally or regularly, was 36% higher in Hungary than
in Romania or compared to the average value of the EU-28 countries. The rate of once or a
few times users is exceptionally high (15%) in Hungary, double the percentage of Romania,
and 70% higher than in the EU-28 average. Implicitly, the rate of those unaware of the
services of the collaborative economy is also lower (70%) in Hungary than in Romania or
the approximately 80% EU-28 average.
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Figure 1: Proportion of users of services offered via collaborative platforms
Source: Authorsé6 own editing

The survey reveals (Figure 2) that ridesharing platforms enjoy widespread popularity in
Romania, every second collaborative platform user has already made use of this possibility,
whereas this rate is much lower in Hungary, merely one fifth (17, 4%). In the case of shared
accommodation platforms, more than 60% of Hungarian users have already used such kind of
services, exceeding the EU-28 average by about 10%. The popularity of collaborative financing
services stands at one third compared to the EU-28 average, i.e. merely two people of a
hundred both in Hungary and in Romania.
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Figure 2: HU-RO-EU-28: Popularity of provided services offered via collaborative platforms
Source: Authorsd own editing

The majority of respondents identified the easy accessibility of services via the online sharing
platform as the most important character (Figure 3). More than three-quarters of Hungarian
users highlight the significance of the above advantage. The low/lower cost or free-of-charge
services show sharp discrepancies: while 55% of EU-28 respondents emphasized this benefit,
this rate stands well below 43% in Romania and 30% in Hungary. The relevance of user
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assessments is much lower (35%) in Hungary as the average EU-28 percentage (52%), and
about 50% of Romanian users consider this online platform-based benefit essential and
significant. In Romania, 65% of the collaborative economy players state that in this way they
can obtain access to online platform-based services that would be inaccessible through
traditional trade channels. Slightly more than one-fifth of Hungarian users-customers regard
this feature of the sharing economy as an advantage.

Relative frequency of the answers (n=5.590)
0,00% 20,00% 40,00% 60,00% 80,00%

A more convenient access to services

Cheaper or free services offered via collaborative
platforms

The availability of ratings and rewievs of users

A wider choice of services unavailable via traditional
channels

Advantages

The opportunities they offer to interact with people

Possibility of exchanging services instead of paying for
them

MHU EBRO WEU28

Figure 3: HU-RO-EU-28: Advantages of services offered via collaborative platforms
Source: Authors6 own editing

The majority, almost 50% of Hungarian users-customers, have revealed that they were
unable to identify the disadvantages of collaborative platforms at all, and they can find
immediate solutions if any sharing economy-related problems surface. Merely every fifth
person considers it as a disadvantage, as opposed to the 44% in the EU-28. As a whole,
Hungarian users view this novel economic mechanism very positively, the weaknesses they
listed are considered less relevant and upsetting than in Romania or in the EU-28. The
assessment of Romanian users aligns considerably closer with that of European users;
against this background, more than 37% claimed it was unclear who would be liable in the
event of problems when making use of the service. About the same percentage (>35%)
doubt that assessments by customers/users reflect a clear reality, and three out of ten thinks
that their personal data might be abused by the online platform operators. One-fourth of
sharing economy users in Romania notes that they have faced problems over the online
booking and check-out process. This rate is somewhat higher than the 18% in the EU-28.
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Relative frequency of the answers (n=5.590)
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Figure 4: HU-RO-EU-28: Disadvantages of services offered via collaborative platforms
Source: Authorsé6 own editing

More than 90% of users in Hungary and Romania would recommend the online platform-
based services; every second person answers with a decisive yes. On the other side, the
percentage of answers in the negative range is below 1% in Hungary, whereas it is about
3% in Romania.

The main reason to avoid the use of sharing economy platforms in the EU-28 is the lack of
knowledge of them (Figure 5). Merely one-fourth of the subjects who took the test chose this
guestionnaire option in Hungary, whereas every second person in Romania did. 40% of
Hungarians argue that they would rather place their trust in traditional trade channels and
merely one person in 10 shares this view in Romania. Romanian, Hungarian and the
average of EU-28 users are moderately afraid that their personal data will be misused.

Relative frequency of the answers (n=5.590)
0,0% 10,0% 20,0% 30,0% 40,0% 50,0%

You don't know what collaborative platform are

Poor Internet access

Lack of technical knowledge about how to use
collaborative platforms
Lack of trust in the services offered via
collaborative platforms
Preference for services ofefred via traditional
channels (e.g. with direct personal contact)

Possible answers

Concerns about sharing personal data on the
platform or the Internet

MHungary ERomania WEU28

Figure 5: HU-RO-EU-28: Reasons for not using services offered via collaborative platforms
Source: Authors6 own editing
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The supply side of sharing economy services

More than 90% of EU-28 survey participants have never provided services via collaborative
platforms, and this percentage can be seen among Hungarian and Romanian respondents
with extremely low variance level (RO 92, 6%, HU 93, 2%). The rate of services providers
(once or a few times, occasional and regular) stands at 7.4%, 2 percentage points above
the EU-28 average. 6,8% of Hungarian respondents have already offered services via
sharing platforms.

In Romania, the rate of ridesharing and household service providers is the highest among
the players, with approximately 30% (Figure 6). The rate of Hungarian ridesharing service
providers is well below (13%) this value, although accommodation and professional services
are popular. 12% of participants of sharing-based finance services in Romania have already
provided such kind of services, and this percentage is twice the average of the EU-28,
approximately ten times higher than the supply ratio in Hungary.

Relative frequeny of answers (n=1.431)
0,0%  10,0% 20,0%  30,0%  40,0%

Transportation (e.g. car sharing)

Accomodation (e.g. renting an apartment)

Food-related services (e.g.home delivery,
food sharing)

Household services (e.g. gardening,
repairs, child care)

Types of offered services

Professional services (e.g. IT services,
acoounting)

Collaboratice finance (e.g. peer-to-peer
lending or crowd-funding)

MHungary ERomania MEU28

Figure 6: HU-RO-EU-28: The most commonly offered services via collaborative platforms
Source: Authorsdé own editing

Service providers via sharing economy platforms the following issues motivating them to
take part in this economic model (Figure 7):

1. Hungarian users mostly prefer easy access to consumers and the simplicity of getting
into contact with them. It is followed by additional income resource opportunities and
maintenance reasons.

2. In contrast, Romanian service providers identify flexible working schedules as the most
significant motivation (50%), followed by additional income resource opportunities and easy
access to consumers. They claim that this method enables them to carry out business
activities easily (provide services) and contacting customers in a simple way is also a
considerable aspect. More than 16% regard this opportunity to entrepreneurship as their
main revenue source.
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Figure 7: HU-RO-EU-28: Reasons for offering services via collaborative platforms
Source: Authorsdé own editing

4. Conclusions

According to the authors, sharing economy and collaborative consumption can be described
as a demand-driven business model based on the Internet platform, which is defines as
follows: sharing economy is a platform-based market where the service provider is a peer
and can operate in a redistribution market system or product service system. Transactions
can occur in both P2P and P2B configurations. Collaborative consumption is also a demand
driven business model, in which the service provider is a business and can operate in the
same markets as well. Transactions can occur in B2P and B2B configurations.  Services
provided by the sharing economy platforms are more popular in Hungary than in Romania.
The most popular ones, similarly to the EU-28 average, are ride-sharing and accommodation
services, although, after the banning of Uber in Hungary in 2016, the popularity of
ridesharing experienced significant reductions. Currently there are no sanctions imposed on
the mediation of ridesharing services via online platforms in Romania, making them the most
popular service providers. As for accommodation sharing platforms, Hungary tops the list (>
60%), and Romania is below the EU-28 average with 43%.

Romanian and Hungarian users both believe that the main benefit of the services offered in
this way is the easy access, but afterwards opinions differ. 65% of Romanian users reveal
that sharing economy platforms facilitate access to services that are unavailable via the
traditional channels, while Hungarian users claim that the second most desired attribute on
the list refers to accessibility to assessments and opinions. In both countries, the favorable
price or free-of-charge access ranks third on the list.

With regard to the disadvantages listed in questionnaire, we found that Romanian residents
- regarding the relative frequency of their responses - are concerned about sharing economy
platforms. Conversely, Hungarian users adopt a positive opinion on the new trend (economic
mechanism) and regard its weaknesses less relevant.

More than 90% of users in the two countries agree that sharing economy platforms should
be tested and used.

The proportion of service providers in Romania and Hungary are higher than in the EU-28
countries. In Romania, ridesharing and household services are the most popular, although
our research could not reveal platforms advertising household services (gardening, repair
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work, childcare). It is only presumable that these services are advertised in various
Facebook groups or via online marketplaces. In Hungary, the highest proportion of service
providers are engaged in accommodation and professional services (informatics,
accountancy). Hungarian and Romanian service providers are involved in the sharing
economy for different reasons. Hungarian service providers prioritize: access to consumers,
simple contact with them, opportunities for additional income and sustainability. Romanian
providers highlight: flexible working hours, additional source of income and easy access to
more consumers.

Although the study database was representative, the conclusions drawn can be only
considered as fact-finding for the year 2018. Therefore, further in-depth analyses are to be
carried out to get a better understanding of the sharing economy and to follow up its spread.
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Abstract: The decisive role of the knowledge-based economy, and the importance of the
ventures fostering the use of innovation and incorporating knowledge, high technology and
creativity are nowadays worldwide recognised, even more so considering that the EU is in
a permanent search for innovation as a source of and for competitiveness. Knowledge
Intensive Business Services (KIBS) are expected to play a key role in the knowledge-based
economy as a source of innovation and knowledge in production, dynamic hubs in
knowledge-related networks, or intermediaries of innovation between the manufacturing
sector and suppliers, partners and final consumers. Within this context, in the present paper
we aim to investigate the complex relation between the knowledge intensive business
services (KIBS) and the imperative of fostering the economic activity, both of the
entrepreneurial dynamics and their macroeconomic effects. The analysis, performed at EU
level, leads to interesting results, revealing a complex but contradictory relation between
KIBS and economic activity, which is measured by the following main indicators:
entrepreneurial density and macroeconomic dynamics.

Keywords: knowledge-based services, KIBS, entrepreneurial activity, macroeconomic
indicators, European Union.

JEL classification: L84, L86, O33.

1. Introduction

The economic transformations of the last decades, both in nature and spatial distribution,
are obvious. Fuelled by the major drivers of change, i.e. globalization and the
telecommunications revolution (Audretsch, 1998), the national economies have witnessed
a new development paradigm, based on innovation and constant adaptation.

The role of innovation and knowledge upon economic growth is not a genuine research
theme, but apart from the manufacturing sector, in particular the high-tech industries, only
recently have these concepts been associated with the services sector. The perception upon

* Parts of this article were presentedat The 2 1st I nternati onal Sci e
Competiti ve ,Marghi22i @3 20&8n Brip, Czech Republic (Badulescu, Badulescu and
Sipos-Gug, 2018), and at The 6th International Conference Innovation Management, Entrepreneurship
and Corporate Sustainability (IMES 2018), May 31 - June 1, 2018 Prague, Czech Republic (Badulescu,

Badulescu, Sipos-Gug and Herte, 2018).
" Corresponding author: Daniel Badulescu.
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services has shifted, evolving from considering them as simple adapters of innovation
stemming from the manufacturing sector, to acting as important players in the innovation
process, not only as individual innovating actors, but also by spurring on the innovativeness
of their clients (Muller and Doloreux, 2007; European Commission, 2012).

In this context of innovativeness and development, the research interest focuses on a
specific part of the service sector, the so-called knowledge-intensive services (KIS) and
specifically on their subfield named knowledge-intensive business services (KIBS), i.e. the
sector including companies providing knowledge-intensive (goods and) services for other

companies. Defining KIBS as service s where &édknowledge is the

the good they offeré (European Commi ssi on

approach can enrich with different features of KIBS, such as: in-depth interaction between
supplier and user (Muller and Zenker, 2001), problem solver by adapting their expertise and

ma i
201

knowl edge to the need of the client (Strambach

adopt technol ogical, organi sational, soci

Rubalcaba, 2013: 218). Finally, other researchers, approaching the role of "business angels"
in boosting businesses, link the KIBS with the presence of the so-called "knowledge angels",

al o]

i . e. individual s, persons whose 0 mlaya spegifici on s,

role within the innovation processes of
knowl edge broker responsible for most of
(Muller et al., 2012b: 2), acting as "innovation catalysts" within KIBS (European Commission,
2012: 7).

This paper investigates the role of knowledge-based business services (KIBS) in fostering
the entrepreneurial activity and macroeconomic results at EU level. It is organised as follows:
in the first part we review the relevant literature; in the second part we present the research
methodology, including data sources, the indicators used and the research hypotheses; in
the third part we present and discuss the relationship between KIBS and the dynamics of
the entrepreneurial activity (including the risk of firms discontinuing their activity) and
between KIBS and some selected macroeconomic indicators (labour productivity and GDP).
The last part presents the findings and conclusions on the complex relationships between
these phenomena, as they result from our research.

2. Literature review

New venture creation as a process based on a novel business idea, an innovative product
or an experiment that allows (following a visionary leader) to overcome the competitors, is a
central element of entrepreneurship theories (Casson, 2005; Shane and Venkataraman,
2000). However, Autio and Acs (2007) or Wennberg (2010: 2) avoid to confer to all forms of
entrepreneurship (particularly to self-employment and less innovative entrepreneurship) the
feature of innovation and knowledge. They focus on "high-potential entrepreneurship” which
is the one that really matters for economic development. Younger knowledge and
innovation-based firms contribute to the economic growth because they are in
entrepreneurial alert and oriented (Lumpkin and Dess, 1996), they do not value excessive
internal procedures and routines and take quick decisions in order to adapt to a changing
business environment. Moreover, Rosenbusch (2011) considers that the relation between
innovativeness and business performance has stronger result in small and young firms.
Wennberg, citing Agarwal et al (2010), considers that the essential link between
entrepreneurship (as an opportunity for knowledge spill-over, but also for new venture

creation) and intensive knowledge is that
seenasanon-r i val and partially excludable goodbo

firms and the established firms that have made the shift from a manufacturing to a service
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intensive economy were the actors of the explosive growth of knowledge-intensive business
services (Wennberg, 2010).

Moreover, Lever (2002), Malecki (2007), Varis et al (2014: 102) consider that ignoring the
contribution of entrepreneurship and new business formation in the new knowledge-based
industries will affect the competitiveness of the economies of the world, regardless of their
current level of development. EU policies and strategies insist on a knowledge-based
economy, by fostering entrepreneurship and by the commercialization of new technologies
(Audretsch et al., 2009; Varis et al., 2014: 102) while Wong et al. (2005) consider that high-
potential innovative start-ups contribute positively to economic growth to an extent even
greater than the undifferentiated support for the creation of new firms. However, recent
research shows that it is difficult to endorse a direct relationship between KIBS sector
incentives, the creation of new ventures and the economic growth revival in some areas. In
their study on the recent development of the knowledge-based industries in a relatively small

and remote Finnish region, Varis et al (2014:
elements for industrial renewal and diversification - firms, basic and applied research,
financial institutions, commercialization servicesetc.-s eem t o be in pl aceo,

of knowledge-based industries or of the regional economy, as a whole, is not impressive.
Researchers hypothesize that in the new era of technology, communications and
information, the location of KIBS companies cannot have significant effects on local low-tech
industries, as long as their functional relationships are not spatial dependent or motivated
by them. At the same time, they question the local, national or EU level policies that consume
high amounts of funds on impossible targets, counting on a hypothetical multiplier effect of
KIBS in the less developed regions. With all the modernity and paradigm shift brought by
KIBS to entrepreneurship, many authors point out that this sector should not be
overestimated and considered as a universal panacea to the problems of unequal regional
development, deindustrialization or lack of resources and opportunities. Thus, in a study of
regions affected by the recession and deindustrialization in the United Kingdom, Savic
(2016) shows that KIBS sector can be involved so as to mitigate the lack of jobs and to
restore the economic base in these areas, but that their effect is partial and that the value
added and impact is significantly lower than that of their equivalent companies located in
metropolitan centres. Moreover, KIBS, by their de-localization capacity, can contribute,
directly or indirectly, to the dislocation, or even the dissolution, of the other local industries
that have survived the wave of deindustrialization of the last decades. By default, a
continuous spiral of diminishing processing industries could occur and, implicitly, the
demand for services addressed to local KIBS will decrease, which will lead to the reduction
of this sector as well. In other words, in deindustrialized regions (and probably in other
relatively similar situations) KIBS cannot be a stable, long-term substitute for loss of income
and jobs in the manufacturing, financial and public service sectors. Moreover, central and
local public authorities are beginning to realize that a wide range of broad, structural and
consecutive phenomena - recession, continuous deindustrialization and job losses in the
public sector cannot be solved with partial KIBS solutions, and that policies must include
wider and deeper measures.

In another research aiming at finding characteristics of young creative companies that
enhance their innovation and the use of knowledge-intensive business services (KIBS),
Mas-Tur and Ribeiro Soriano (2014) investigate if the government should consider this type
of company as being a target for their innovation policies (through subsidies, promotion of
infrastructure and knowledge transfer etc.). The reasons for public support are that KIBS
could foster unspecific entrepreneurship, could act as enablers and sources of innovation
for companies from different sectors, irrespective of the fact that KIBS enhance innovation
mostly in companies that are, by definition, innovative (Audretsch, 2012; Mas-Verdu et al.,
2011). Hyytinen et al. (2015) consider that public policies aimed at supporting innovative
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start-ups in high-tech fields or KIBS should not exaggerate with the argument that innovating
ventures are more likely to survive than other start-ups (on the contrary, they say!) and
create stable jobs (Hyytinen et al., 2015: 565). The authors consider (without denying other
reasons for supporting innovation) that innovativeness should not be seen by entrepreneurs,
or by advocates of public supportive policies, as a form of insurance against failure in the
start-up phase (Hatos et al., 2015). On the other hand, the access to knowledge can
represent a chance for ambitious and experienced entrepreneurs from different sectors (not
necessarily high knowledge sectors). In a research centred on highlighting the role of
dynamic capabilities, Karagouni and Kalesi (2011) show that mature firms from low-tech

sectors Owith strong and bhatéduild @ tknolvledgedhgve mare c
chances to survive and prosper in a globalized

and adapt to customer needs, together with those still based on conventional products or
processes or low price strategies (Karagouni and Kalesi, 2011: 14-15). Innovation (fuelled
by technological progress and the striving for quality and competitive prices), speed of
delivery and proximity to customers are elements that define SMEs in the KIBS sector.
However, the relationship between KIBSs and innovation is not always strong and
unconditional, as it seems in theory. For many SMEs in this sector, the appetite for
innovation is often moderated by maintaining a reputation for stability in relation with
traditional corporate clients, by maintaining a more conservative attitude on established
quality of existing services and even by a protected market for young new entrants
(Corrocher et al., 2012) or to those from peripheric regions or sectors.

The research on the relationship between innovation, intensive knowledge and
entrepreneurship does not cease at the stage of creating new companies, but this
relationship also makes sense when talking about their closure. Thus, discontinuing a
business does not necessarily indicate that all fruits of its innovative efforts are wasted
(Hyytinen et al., 2015). KIBS firms could generate lasting local knowledge spill-overs,
regardless of whether these companies have had continued success, or they have shut
down. The knowledge spill-over theory of entrepreneurship (Acs et al., 2009) asserts that
new knowledge stimulates venture creation and new market entry. Moreover, the closure of
a company that was promoted and which has used innovation and knowledge does not
automatically mean an empty seat in the local economy and society. It leaves behind
resources (e.g. qualified employees, specialized assets, business ideas) that may facilitate
(directly or indirectly) the launch of new firms (Pe'er and Vertinsky, 2008). The essential
argument regarding the link between KIBS and business creation is that they produce
positive intertemporal and spatial externalities (Hyytinen et al., 2015: 577).

Regarding the issue of labour productivity, scholars are relatively unanimous that the service
sector presents itself, with few exceptions, with a lower productivity than compared to the
industrial sector. However, it is questionable to apply the industrial concept of productivity to
services, due to their specific characteristics (e.g. intangibility, heterogeneity, strong
connectivity to customers and the high importance of human factor). The discussion is
complicated when considering the contribution of the service sector to labour productivity
growth on the economy as a whole, or referring to the relationship between clients' perceived
guality and productivity. Moreover, accor
Ai s not ei tslowdyrincreasing lasoitvis passible to understand from the indicators
of the national st at i setonang deasonwiittcam be aeggea thalt
innovation induced by knowledge (intensive) services raise productivity and fosters
innovation in general. However, the participation of firms from service sector in R&D
programmes is relatively low, as compared to their economic share (European Commission,
2012: 33). Knowledge intensive business services often accompany regional prosperity and
innovation, and wealthy regions are typically characterized by a considerable high
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Innova, 2009). Regions with high concentrations of KIBS exhibit superior patenting activity,
which shows that, beyond other factors able to explain labour productivity in certain sectors
or regions, the presence of KIBS is really noticeable.

Itis interesting to see in what way the notions, consideration and ideas regarding KIBS have
evolved over time. Several authors have proposed that up until 2020, there will be four
scenarios that KIBS companies could undertake, namely: the technology driven scenario,
network and systems scenario, service driven scenario and procurement driven scenario
(Toivonen and Caru, 2016). It is important to note that these scenarios are not fixed, and
that KIBS companies can alternate amond these scenarios. As shall be concluded from the
following part of this research paper, these scenarios have now become realities in which
companies operate.

3. Research methodology

3.1. Data and measures

We used as an indicator of KIBS density the share of companies from the KIBS sector in the
total number of active companies, every year, for each country in the study. The data was
obtained from EUROSTAT data-base and it covers the EU27-member countries over the
2008-2012 period. Before 2008, the NACE 1.1 system was in use and data regarding the
number of active companies is only available as according to it. The correspondence
between NACE 1.1 and the currently used NACE Rev. 2 classification system does not allow
a continuous time series to be build regarding the share of KIBS companies into the total
number of active companies in each country, every year.

Regarding the definition of the analysed KIBS, we must mention that we have included in
the analysis a number of 10 NACE Rev. 2 codes, as described in Table no. 1. The selection
of these codes was based both on theoretical considerations (see Schnabl and Zenker,
2013; European Commission, 2012: 12), but also based on data availability constraints,
since data for some codes that we initially planned to consider were only available at the
class level.

Table 1: Classification of KIBS activities according to NACE Rev. 2

NACE 2 Rev.2 | Description

codes

J62 Computer programming, consultancy and related
activities

J63 Information service activities

M69 Legal and accounting activities

M70 Activities of head offices; management consultancy
activities

M71 Architectural and engineering activities; technical testing
and analysis

M72 Scientific research and development

M73 Advertising and market research

M742 Photographic activities

M743 Translation and interpretation activities

N782 Temporary employment agency activities

Source: EUROSTAT, 2008

By considering the mentioned the KIBS activities, a first observation is that the density of
KIBS enterprises in the total active companies at the EU level presents major differences
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between countries, with values starting at 10-11% in countries like Bulgaria and Cyprus, and
reaching 25-30% in countries like Sweden and the Netherlands.

Regarding the other indicator that we have included in the study (namely entrepreneurial
activity and labour productivity) we also resorted to the data available from EUROSTAT.
Therefore, in the case of entrepreneurial activity, we used the EUROSTAT data regarding
the number of new / closed companies and labour productivity (the turnover per /femployed
persons).

In respect to the geographical coverage of the study, we have analyzed new/closed
companies, yearly, from the EU member states. As an indicator of the labour productivity,
we have used the turnover per person-employed data, also available in the EUROSTAT
database. Due to missing data, we have eliminated in the stage a number of three countries,
namely Greece, Denmark and Malta, and therefore in the next analysis stage we have only
tested our proposed models on a total of 24 countries.

Data analysis was performed using R 3.0.3 "pIm" package, developed specifically for panel
data linear regression analyses (Croissant and Millo, 2008).

3.2. Hypotheses

The hypotheses formulated and then tested in this paper, by using the data sources
previously mentioned, are as follows:

H1: KIBS act as a stimulating factor for the entrepreneurial activity;

H2: KIBS act as a blocking factor for the number of closed companies;

H3: KIBS act as a factor fostering the growth of labour productivity within the companies.

4. Results and discussion

4.1. The relation between KIBS and the entrepreneurial activity

Regarding the share of the companies acting in the KIBS sectors in the total number of
active companies, analysed as a stimulating factor for the number of newly registered
companies per 1,000 inhabitants of working age, each year, in the investigated countries
(EU 27, excluding Greece, Denmark and Malta), the results of the preliminary analysis did
not yield a valid model. The value of the ANOVA test F (1,95) = 0.072, for this model, having
an associated p value of 0.79. In this case, we cannot claim that KIBS acts as a factor for
the entrepreneurial activity in the EU.

Refining the analysis by investigating the entrepreneurial activity at sectoral level for industry
(i.e. total industry and manufacturing industry) and for construction sector also did not yield
valid models. Usually, we expect a finer level analysis to reveal some relations that might be
missed in a more general analysis; however, in this case, no arguments were found to
support any influence of the share of the companies activating in the KIBS sector on the
entrepreneurial activity, neither on a general basis or on a sectoral level (i.e. industry or
construction). By considering the nature of the industry in general, and of the manufacturing
industry in particular, the existence of the KIBS companies could be a motivating factor for
starting up new companies (by taking innovation and implementing it into production);
however, their impact does not seem to be significant at the level of the investigated
countries.

In Figure no. 1 we present a graphical representation of the relationship between the share
of the KIBS in total companies and the number of newly registered companies, for the
investigated EU countries. The results of the local regression analysis, according to the
"loess" method proposed by W. S. Cleveland, E. Grosse and W. M. Shyu (1992), are also
presented in Figure no. 1. Due to the limitations of this method in the case of the available
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data (covering only 5 years), this analysis is shown with the purpose of easing the
interpretation of graphical data.

Within the 13-17% interval for the share of KIBS companies in total companies, we notice a
higher variability of the entrepreneurial density, as in this case the number of newly
registered companies per 1,000 work-age people varies between 1 and 20, while in the case
of the rest of the time series the amplitude is lower. This could be an indicator of a certain
connection at the level of the said interval. However, it could also be the result of a higher
number of countries presenting shares of KIBS companies in the total active companies
within this 13-17% interval. More studies are required in order to better investigate this
aspect, as more data will be available and time series will be long enough to allow more
complex analyses.

20
1

18
1

10
1

Mewly registered companies per 1000 inhabitans

Figure 1: The relation between the share of KIBS in the total number of active companies
and the total number of newly registered companies per 1,000 inhabitants

Due to the inconclusiveness of the partial results, we decided to go further and detail the
relation between the two variables at level of the EU countries included in the analysis (for
the same 2008-2012 time period). Due to the relatively short time series (i.e. 5 years), our
conclusions are limited. However, we can notice that some countries (e.g. Cyprus, Latvia,
Luxembourg and Romania) display relatively strong correlations, in a positive direction,
between the share of KIBS companies in the total active companies, and the entrepreneurial
activity, i.e. a high share of KIBS is related to an increase of the entrepreneurial activity. At
the same time, in countries such as Bulgaria, Estonia, Hungary, Poland, Netherlands and
Slovenia, the correlation is negative (i.e. a high share of KIBS is related to a decrease of the
entrepreneurial activity). Data indicates that the relation displays different magnitudes in the
investigated EU countries, even having opposed directions. These results require further
investigations in order to determine the elements that mediate and/or moderate the relations
between KIBS and entrepreneurship. Of course, there is a possibility that no relation actually
exists at EU level, that the two variables are being influenced by other factors, which are

dependent on each countrybés economical charact

4.2. The relation between KIBS and the number of closed companies

The analyses performed have indicated that the share of KIBS companies in the total active
companies exercise a negative influence on the number of closed companies per 1,000
work-age inhabitants, in the selected EU countries, for the five investigated years (Figure no
2). The tested model is one of linear regression, applied to panel data (ANOVA test for the
model is F (1,92) = 8.202 with an associated p value of 0.01. The coefficient of this relation
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is b= -36.847, therefore we can claim that an increase of 1% in the share of KIBS in total
companies is associated with a decrease of almost 37 of the number of closed companies
per 1,000 inhabitants. In the case of the investigated countries, an increase of 1% of the
share of KIBS in the number of total active companies should lead to a number of 118,000
companies continuing their activity, rather than discontinuing it, for each year.

Figure 2: The relations between the share of KIBS companies in the total active companies
and the number of companies closed down per 1,000 inhabitants

We also looked at a series of other factors that could influence the discontinuing of the
companies, including GPD (starting from the premise that a decrease in GDP has a negative
impact on the business from a demographical perspective), the entrepreneurial activity of
the previous year and the productivity of the companies; however, none of these led to a
valid regression model.

The relation holds in the case of sectoral analyses, namely in the case of (total) industry,
manufacturing industry, and construction. The model validation analyses are presented in
Table no. 2. The three models have similar characteristics from the point of view of the
explained variance in the number of closed (discontinued) companies by KIBS density
(~10%). The coefficients for industry and manufacturing industry are similar, suggesting that
an increase of 1% of the share of KIBS in total companies would lead to a decrease of 4.45
in the number of companies closed per 1,000 inhabitants. In the case of the construction
sector, the impact is even stronger, with an increase of 1% of the share of KIBS in total
companies leading to 11.64 fewer companies closed per 1,000 inhabitants in the
construction sector.

Table 2: The results of panel regressing of the KIBS density on the number of closed
companies per 1,000 inhabitants

Dependent ANOVAF(191) | P R? | Coefficient
Total companies 8.202 0.01 0.08 | -36.847
Industry (total) 10.312 0.002 | 0.10 | -4.45
Manufacturing industry | 11.886 <0.001 | 0.12 | -4.55
Constructions 10.6342 0.001 | 0.10 | -11.641

4.3. The relation between KIBS, labour productivity and GDP
Following the previous analysis, we looked at the relation between GDP and the share of
KIBS. We found that GDP per capita is not a significant factor for the evolution of the share
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