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Volatility Spillover Effects of U.S. Quantitative Easing Policies:
Evidence from BRIC Bond Markets
Haiming Yu1, Baiding Hu2, Christopher Gan3
(1. School of Economics and Management, Zhejiang University of Science and Technology, China;
2. Department of Global Value Chains and Trade, Lincoln University, New Zealand;
3. Department of Accounting and Finance, Lincoln University, New Zealand)

Abstract: We gauge the U.S. quantitative easing (QE) volatility spillover effects on BRIC (Brazil, Russia,
India and China) bond markets. The results show a pronounced volatility spillover effect of U.S. QE policy shocks
on BRIC bond markets. In particular, BRIC bond markets experienced a more volatile position during the early
U.S. QE phases. The adverse U.S. QE spillover effects trigger volatility in BRIC bond markets and partially
counteract the market-stabilizing domestic monetary policy effects. This finding indicates an improvement in
international policy collaboration, especially between emerging and leading economies.
Key words: quantitative easing; monetary policy shock; BRIC bond markets; volatility spillover;
DCC-MGARCH model
JEL codes: E52; F42; G15

1. Introduction
The last decade has witnessed many policy innovations, especially monetary policy innovations. Among
these policy innovations, quantitative easing (QE) is among the most popular unconventional monetary policies
implemented by central banks (such as Federal Reserves) to stimulate a depressed economy (Klyuev et al., 2009).
This policy significantly increased U.S. economic growth, lowered the unemployment rate (Kim & Nguyen, 2009;
Chen et al., 2016; Stockhammar & Österholm, 2017), and affected the financial asset returns of international
markets (Bauer & Neely 2014; Gagnon et al., 2017). In addition to studying U.S. QE policies from the return
perspective, recent studies have assessed the potential volatility spillover effects of U.S. QE policies (Li & Giles,
2015; Yang & Zhou, 2016).
However, these previous studies focused on the U.S. QE volatility spillover effects on international stock
markets without analyzing the effects on government bond markets. Government bonds represent an important
part of the financial market used by governments to gather funds, and the performance of the government bond
market is of significant importance. Changes in the volatility level of government bond markets could not only
alter investors’ portfolios and investment choices but also consequently change government income and spending.
Therefore, studying the U.S. QE volatility spillover effects on bond markets could provide risk management
Haiming Yu, Ph.D., Lecturer, School of Economics and Management, Zhejiang University of Science and Technology; research
area/interest: international financial markets and monetary policy. E-mail: yhmedward@hotmail.com.
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guidance to international investors and benefit international monetary cooperation.
This paper empirically examines the volatility spillover effects of U.S. QE policies, particularly on BRIC
bond markets. One reason for choosing the ten-year government bond market is that the government bond,
especially the long-term government bond, is closely related to U.S. QE operations (Bernanke & Reinhart, 2004).
Moreover, emerging financial markets are less developed than advanced markets; thus, such markets are more
vulnerable to latent turbulence due to external policy shocks (Chudik & Fratzscher, 2011). In this study, we
evaluate the U.S. QE policy shocks to long-term assets (USQEPSLA), which are calculated based on ten-year
treasury futures data, to gauge the U.S. QE volatility spillover effects on BRIC bond markets. The empirical
results suggest that the USQEPSLA significantly increase the bond yield volatilities in BRIC bond markets during
early U.S. QE periods and that these volatilities gradually fade.
This paper offers several contributions. First, we develop a novel approach to measuring external U.S. QE
policy shocks independently. One advantage of this method is that the measure is immune to the model
specification. The results suggest that the unilateral monetary easing policy injects volatilities in BRIC bond
markets during the early U.S. QE phases. This finding provides new evidence supporting market integration and
international policy interaction, especially between the U.S. and emerging bond markets.
The remainder of the paper is organized as follows. Section 2 reviews the literature related to the U.S. QE
spillover effects on global financial markets from both the return and volatility perspectives. Section 3 presents the
data and econometric models used in this study. In section 4, we discuss the empirical results of this study. Section
5 provides the robustness tests, followed by practical implications and conclusions in section 6.

2. Literature Review
Since their first implementation after the 2008 global financial crisis, unconventional monetary policies, such
as U.S. QE policies, have attracted much interest and debate (Aysun & Hepp, 2011; Krishnamurthy &
Vissing-Jorgensen, 2011). The U.S. QE policies are designed to address economic recession problems in the U.S.
economy. However, following the initial U.S. QE1 announcement, scholars have mainly focused on the impacts of
U.S. QE policies on domestic markets and the economy (Gagnon et al., 2011; D’Amico & King, 2013). For
example, Krishnamurthy and Vissing-Jorgensen (2011) found that the U.S. QE policy announcements
significantly lowered bond yields of various maturities, but the intensity of the effect depended on the maturity of
the bond.
2.1 U.S. QE Spillover Effects on Asset Returns
Following the implementation of U.S. QE policies, the focus of the literature shifts from the domestic effects
of U.S. QE policies to international spillover effects. For example, Neely (2015) assessed the U.S. QE spillover
effects on long-term bond yields from five developed markets using the event study method. This author found a
significant decrease in all bond yields closely following the U.S. QE announcements. Similarly, Gambacorta et al.
(2014) examined U.S. QE spillover effects and found a temporary increase in consumer prices in eight developed
markets.
In addition to studies related to developed markets, many studies investigated the U.S. QE spillover effects
on emerging markets. Park et al. (2016) examined capital flows in developing Asian markets during the U.S. QE
phases. The authors found larger capital flows to developing Asian markets during the U.S. QE periods, and
compared to before the 2008 global finance crisis, bonds played a larger role in capital flows. Miyakoshi et al.
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(2017) examined the U.S. QE spillover effects on eight Asian emerging markets with a time-varying parameter
vector autoregression (VAR) model and found that the U.S. QE policy contributed to a significant increase in
stock prices in their sample of emerging markets. Xu and La (2017) assessed the U.S. QE spillover effects on
Asian credit markets and observed a substantial increase in the U.S. dollar credit in Asian emerging markets.
These results further confirmed the U.S. QE spillover effects on credit markets.
2.2 U.S. QE Volatility Spillover Effects on Financial Assets
In addition to the literature concerning the U.S. QE spillover effects on asset returns, increasing studies have
investigated the U.S. QE spillover effects on volatility. For example, Li and Giles (2015) examined the stock
market correlations among the U.S., Japan and six developing Asian markets during the U.S. and Japan QE phases.
Their results suggest that in both the long run and short run, emerging markets are influenced by domestic policy
shocks more than developed markets. However, the U.S. QE volatility spillover effects are more pronounced than
those of the Japanese market on the sample emerging markets. Another study conducted by Ghosh and Saggar
(2016) examined the U.S. QE volatility spillover effects on BRICS markets and some additional emerging
markets during the taper talk period. The authors found a significant volatility clustering phenomenon in the
emerging bond markets and observed a contemporaneous volatility covariance between the U.S. and other
emerging markets in both equities and government securities. Yang and Zhou (2016) used implied volatility
indices to test the volatility spillover effects on U.S. bond and global stock markets. Their empirical results
indicated that the volatility spillover effects of U.S. markets intensified three times during the U.S. QE periods.
These authors also noted that the U.S. QE policy was the primary driver intensifying the volatility spillover effects
and could account for approximately half of the variations in the spillover effects.
However, some gaps exist in the existing literature. First, most studies focus on the U.S. QE volatility
spillover effects on global stock markets, and few studies address the effects on bond markets. Furthermore, the
event study approach used in some studies is highly dependent on the length of the event window and is unable to
capture the persistent effects of U.S. QE policies. Moreover, although time series models, such as the generalized
autoregressive conditional heteroscedastic (GARCH) model or the VAR model, can measure the interactions
among different markets, such models are unable to properly identify the U.S. QE policy shocks. The shocks
generated by the GARCH and VAR models cannot explicitly explain exogenous U.S. QE policy shocks but rather
represent the shocks of these markets in general. Therefore, in this study, using the DCC-MGARCH framework,
we explain exogenous U.S. QE policy shocks calculated based on ten-year U.S. Treasury futures data. We expect
to capture both the market interactions and model-free exogenous U.S. QE policy shocks during different U.S. QE
phases.

3. Methodology
3.1 Data
The sampling period ranges from January 2007 to January 2016, and the data are of daily frequency. To
calculate the stationary time series data, we use the bond yield change calculated in the following formula:
ln(Pt/Pt-1)*100. Pt is the bond yield price in each market at time t. The sampling period covers all three U.S. QE
periods (U.S. QE1, QE2 and QE3 periods), enabling the assessment of U.S. QE policy shocks during all U.S. QE
periods. All three U.S. QE periods are determined based on the Federal Reserve QE announcements. To control
for potential interactions across international bond markets, we use the daily bond yield from the three leading
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bond markets (the U.S., the U.K. and Japan) and the BRIC ten-year government bond markets. Furthermore, we
include the monetary base (MB) from the BRIC markets to control for their domestic monetary policy impacts1.
The summary statistics of the sample bond yield data are presented in Table 1. The mean coefficient indicates
that, by a large margin, the BRIC bond yields are higher than those in their developed counterparts, especially the
Russian and Indian markets. This higher reward triggers investors’ interests and induces capital inflow from
developed bond markets to emerging economies. The standard deviation coefficient suggests that the BRIC bond
markets (except for China) are more volatile than the developed bond markets, which is unsurprising because
higher returns are associated with higher risk.
The log-differentiated daily bond yield data are displayed in Figure 1. The three shaded areas represent each
individual U.S. QE period2. A pronounced spike in the daily bond yields during or around each U.S. QE period
can be observed in the BRIC markets. This finding indicates that the bond yields in the BRIC markets became
more volatile in response to U.S. QE policies.
Table 1

Descriptive Statistics of Government Bond Yields from the Sample Markets (2007 to 2016)

Market

Nobs

Mean

Median

Max

Min

Std. Dev.

US

2340

2.92

2.74

5.29

1.39

0.91

UK

2340

3.13

2.98

5.55

1.33

1.12

JP

2340

1.04

1.03

1.97

0.20

0.43

CH

2340

3.72

3.60

4.71

2.78

0.43

BR

2340

4.61

4.59

11.13

2.24

1.18

IN

2340

7.97

7.98

9.48

5.08

1.62

16.24

6.26

2.03

RU
2340
8.55
7.87
Source: Author’s calculation based on data from Bloomberg and DataStream

Figure 1 Log-Differentiated Daily Bond Yields of BRIC Markets

3.2 Measuring U.S. QE Policy Shocks
One issue addressed in the previous literature related to U.S. QE policies is the proper measurement of the
unexpected components of monetary policies, such as the U.S. QE policy. According to the efficient market

1

The monetary base data are of monthly frequency and calculated using the formula ln(Pt/Pt-1)*100. Pt represents the monetary base
data at time t.
2 In this study, we do not include the Maturity Extension Program, but the taper talking period is included in the U.S. QE3 period.
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hypothesis, the expected monetary policy changes should already be reflected in the current market prices. Only
unexpected monetary policy changes, i.e., monetary policy shocks, can affect market prices. Hence, it is essential
to distinguish the anticipated and unanticipated components of monetary policies. One common approach
advocated by the previous literature (Kuttner, 2001) is to use the change in futures prices to calculate exogenous
policy shocks. In contrast to the spot market in which prices precisely reflect an asset’s current market value, the
futures market prices reflect the market expectations of future economic developments. Therefore, the futures
market provides a price discovery function and can measure the unexpected components of current monetary
policies. Compared to conventional monetary policies, which adjust the short-term interest rates, unconventional
monetary policies, such as the QE policy, mainly target long-term interest rates. Therefore, we develop the
USQEPSLA with U.S. monetary policy shocks to long-term assets (MPSLA) based on the long-term (ten-year)
treasury futures data3. We adopt the Kishor and Marfatia (2013) method developed based on Kuttner’s (2001)
study.
The daily U.S. MPSLA is defined in equation (1).

Drt MPSLA =
where Drt

MPSLA

ns
(g 0s,u - g s,0 u -1 )
ns - u

is the daily U.S. MPSLA, ns is the number of days in month s, g

(1)
0
s ,

is the current-month

ten-year treasury futures price on day  of month s, and g s0, −1 is the current-month long-term treasury futures
price on day  − 1 . The model applies to all days within one month, except for the first and last days. When the
U.S. MPSLA occurs on the first day of the month, the expectation of its impact would have been reflected in the
rate of the previous month; thus, the prior month’s ten-year treasury futures rate on the last day, i.e., g1s −1, −1 , is
applied instead of g s0, −1 . Similarly, when the U.S. MPSLA occurs on the last day of the month, the difference in
the 1-month long-term U.S. Treasury futures rate is used. The U.S. MPSLA transpiring on the last day of each
month cannot affect the current-month spot rate. Furthermore, to avoid amplifying the month-end noise, no
adjustments in terms of scaling are applied when the U.S. monetary policy change announcement occurs within
the last 3 days of the month.
We multiply the variable Drt MPSLA calculated in equation (1) by dummy variables (defined in Table 2) to
obtain the USQEPSLA variables (shown in the second equation).

USQEPSLAi,t = di *Drt MPSLA

(2)

The USQEPSLAi,t variables represent the daily monetary policy shocks generated within the U.S. QE1, QE2
and QE3 periods. The dummy variables di represent the time frame of each individual U.S. QE period decided by
the federal QE announcements. In both cases, i = 1, 2, and 3. Variable Drt MPSLA measures the daily U.S. monetary
policy shocks during the entire sampling period.

3

In addition to applying long-term treasury data to calculate the U.S. MPSLA, we include federal funds futures data to calculate the
U.S. QE policy shock to short-term asset (USQEPSSA). We include this shock as a robustness test only.
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Table 2
Dummy Variable

Different U.S. QE Rounds
1

0

d1

November 25, 2008 to March 25, 2010

Otherwise

d2

November 3, 2010 to June 25, 2011

Otherwise

d3

September 13, 2012 to October 29, 2014

Otherwise

3.3 Empirical Model
To estimate the volatility spillover effects of the U.S. QE policy shocks on the BRIC bond markets, we use
the DCC-MGARCH model (Engle 2002). The DCC-MGARCH model has been widely applied to examine the
volatility spillover effects in international financial markets (for example, Baklaci et al., 2016; Kang et al., 2016).
The DCC-MGARCH model is given as follows. The mean equation is shown in equation (3):

DYt = C + et

(3)

where Yt is the change in the yield data at time t in each bond market,  t is the error term, and C is a constant.
Then, we add the control variables and the USQEPSLA variables defined in section 3.2 to the variance equation of
the DCC-MGAGRCH model as follows:
ht = C1 + a1et-1 + b1ht-1 + a1 MBi ,t + b1USQEPSLA1,t + b2USQEPSLA2,t + b3USQEPSLA3,t
2

2

where ht is the conditional variance at time t,

ds

(4)

 t2−1 is the square of residuals in time t-1, which is the previous

2

period of t, and ht −1 is the square of the conditional variance in time t-1, which also refers to the previous period
of t. USQEPSLAi,t represents the daily U.S. QE policy shocks within each QE period. MBtds represents the
monthly MB change that controls for the domestic monetary policy effects in each BRIC market.
This is the model for each univariate GARCH model. Then, we estimate the dynamic conditional correlation
based on the univariate results and the residual t generated from both equations (3) and (4) as follows:

et = Dt vt ∼ N (0, Ht )

(5)

where t is an m  1 column vector of the residuals of Yt in equation (3), m is the number of markets included, vt
is an m  1 column vector of the standardized residuals, and Ht is an m  m matrix of the time-varying variances.
Specifically,

H t = Dt Rt Dt

(6)

where Dt is an m x m diagonal matrix of the time-varying standard deviation of the residual mean in equation (1)
and Dt = diag

 h  , where each h is calculated from the univariate GARCH (1, 1) model in equation (4).
t

t

The framework also consists of a specific DCC structure Rt, which is an m x m matrix of the time-varying
correlations and can be expressed as follows:
Rt = Qt*−1Qt Qt*−1

The dynamic conditional correlation structure is given by equation (8) as follows:

154

(7)

Volatility Spillover Effects of U.S. Quantitative Easing Policies: Evidence from BRIC Bond Markets

−

Qt = (1 − 1 − 2 ) Q+ 1vt −1vt' −1 + 2Qt −1

(8)
where Qt is the conditional variance–covariance matrix of the residuals, and its unconditional variance–covariance
−

*

matrix Q is obtained from the GARCH (1, 1) process in equation (4). Qt is a diagonal matrix with the square
root of the diagonal elements of Qt, and Qt* = diag

 Q .
t

vt =  t / ht , and the scalars 1 and 2 are

nonnegative and satisfy 1+2 <1.
The parameters in both equations (4) and (8) can represent the time-varying volatility spillover effects of the
U.S. QE policy shocks on different bond markets. In contrast to the estimation by the univariate GARCH model
alone, which ignores the interaction within each market, the DCC-MGARCH model jointly considers the
interdependence among the markets and exogenous U.S. QE shocks and can better identify the spillover effects
triggered by U.S. QE policies.

4. Empirical Results
The estimation results are presented in Table 3. Regarding the ARCH and GARCH effects, the coefficients
are significant in all BRIC markets. The sum of all coefficients is less than one, indicating the short- and
long-term persistence of the variance. The pronounced coefficients also provide evidence of volatility clustering.
The estimated coefficient of the domestic monetary change is negative and statistically significant in each
BRIC market. This finding indicates that in these economies, the domestic monetary easing policy effectively
lowers the market risk level of bond yields. The increasing monetary supply injects liquidity into the market.
Consequently, this monetary easing policy mitigates the obstacles to transferring assets and stabilizes market
volatility.
Table 3
Market

ARCH

GARCH

CH

0.155***

0.527***

BR

0.112***

0.555***

USQEPSLA Effects on Global Bond Yield Volatility
MB
-0.018**
*

USQEPSLA1

USQEPSLA2

USQEPSLA3

1

2

0.036***

0.045***

-0.061

0.021**

0.633**

0.005**

0.990***

0.026**

0.624**

0.024**

0.261*

-0.013**
0.079***
0.134***
-0.037**
-0.018**
IN
0.147***
0.570***
*
0.030***
0.042**
-0.033*
-0.026**
RU
0.148***
0.572***
*
0.235**
0.431***
-0.319
***, ** and * indicate that the values are significant at the 1%, 5% and 10% levels, respectively.

In contrast to the domestic monetary easing policy, which has a negative impact on the bond yield volatility
level, the estimated coefficient of the U.S. QE volatility spillover effects is positive and statistically significant in
all BRIC bond yields during the early QE stages (U.S. QE1 and QE2). This finding indicates that the instability of
the BRIC bond yield volatility is due to the constant disorder induced by the U.S. QE policies during their early
phases. However, during the QE3 period, the estimated coefficient is nonsignificant or only marginally significant.
This finding suggests that the volatility turbulence in the BRIC bond markets decreases likely because of the
market adjustments or stricter regulations in these economies.
The DCC parameters are positive and significant in all markets. The sum of all estimated coefficients is less
than one, indicating that the dynamic correlation between the BRIC markets and leading bond markets is
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stationary and mean reverting.
Figure 24 depicts the dynamic conditional correlations between the U.S. bond market and BRIC bond
markets from 2007 to 2016. The three shaded areas represent the individual U.S. QE phases. Generally, the
dynamic correlation is persistent with no significant upward or downward trends (except for Brazil). However,
significant correlation changes are observed during or around each U.S. QE period.

Figure 2

Dynamic Conditional Correlation between the U.S. and BRIC Bond Markets

5. Robustness Test
To better examine the volatility spillover effects of U.S. QE policies, in addition to the USQEPSLA variables
defined in equation (2), we calculate the U.S. QE policy shocks to short-term assets (USQEPSSA) with federal
funds futures data. The USQEPSSA variables are calculated using the same method as that defined in equations (1)
and (2). First, we calculate the U.S. monetary policy shocks to short-term assets (MPSSA) with federal funds
futures data in equation (9).

Drt MPSSA =

ns
( f s,0u - f s,0u -1 )
ns - u

(9)

Then, we develop the USQEPSSA variables by multiplying the U.S. MPSSA variables by time dummies
representing each individual U.S. QE period (shown in Table 2) in equation (10).

USQEPSSAi,t = di *Drt MPSSA

(10)

To avoid the potential multicollinearity problem between the USQEPSSA and USQEPSLA variables, we
examine the Pearson correlations between these variables. The correlation coefficient (shown in Panel A, Table 4)
is significant but only moderately (0.102). Moreover, we examine the Granger causality relationship between
these two variables, and the results are reported in Panel B of Table 4. The nonsignificant results indicate that we
cannot reject the null hypothesis that there is no Granger causality relationship between these two variables. These
results jointly suggest that there is no multicollinearity problem when incorporating these two variables in the
same equation.

4

For brevity, only the dynamic conditional correlations between the U.S. bond market and BRIC markets are reported.

156

Volatility Spillover Effects of U.S. Quantitative Easing Policies: Evidence from BRIC Bond Markets

Table 4 Pearson Correlations and Granger Causality Test between USQEPSLA and USQEPSSA
Panel A: Pearson Correlations between USQEPSLA and USQEPSSA
USQEPSLA
USQEPSSA

0.103***

Panel B: Granger Causality Test between USQEPSLA and USQEPSSA
Null Hypothesis:

F-Statistic

USQEPSSA does not Granger Cause USQEPSLA

1.6501(0.1991)

USQEPSLA does not Granger Cause USQEPSSA

1.4702(0.2248)

***indicates that the value is significant at the 1% level. The number shown in brackets represents the probability.

The variance equation with both the USQEPSSA and USQEPSLA variables is given as follows:
2
2
h1t = C2 + a 2et-1
+ b2 h1t-1
+ a1'MBi,tds + b1'USQEPSLA + b2'USQEPSLA + b3'USQEPSLA
1,t

2 ,t

3,t

+b4USQEPSSA + b5USQEPSSA + b6USQEPSSA
1,t

2 ,t

(11)

3,t

The results are reported in Table 5. Following the inclusion of the USQEPSSA variables, the USQEPSLA
results show minimal difference from those reported in Table 3, indicating that our results are robust.
Table 5

USQEPSLA and USQEPSSA Effects on Global Bond Yield Volatility
USQEPSL USQEPSL USQEPSL USQEPSS USQEPSS USQEPSS
1
2
Market ARCH
GARCH MB
A1
A2
A3
A1
A2
A3
-0.007**
CH
0.102*** 0.582*** *
0.028** 0.034*** -0.021
-0.448
-0.726*
-3.649
0.039*** 0.729***
BR
IN

0.106*** 0.582*** -0.013** 0.114*** 0.115***
-0.016**
0.177*** 0.519*** *
0.009** 0.017**

-0.081*

3.742

-6.523

-18.591*

0.008**

-0.023**

3.650

-2.346

9.825*

0.039*** 0.620***

-92.983*

0.027**

RU
0.148*** 0.572*** -0.026** 0.235*** 0.273*** -0.321*
0.497
-72.849*
***, ** and * indicate that the values are significant at the 1%, 5% and 10% levels, respectively.

0.985***

0.457*

6. Conclusion
The main purpose of this article is to assess the U.S. QE volatility spillover effects on the long-term
government bond yield in BRIC markets. We develop a novel means to measure the individual U.S. QE policy
shocks to long-term assets with ten-year treasury futures data. We adopt this measure to examine the bond yield
volatilities in BRIC bond markets from 2007 to 2017, covering all three QE phases. We also incorporate another
shock calculated with federal funds futures data as a robustness test.
Our results indicate that similar to their effect in stock markets, the U.S. QE shocks induce volatility bursts in
BRIC bond markets. Although the adverse impact of this unilateral policy gradually weakens due to market
adjustments, it still mitigates the benefits of the domestic monetary policy in stabilizing the market. Therefore, in
emerging economies, such as BRIC markets, monetary authorities should develop policies in collaboration with
leading economies, such as the U.S., and improve their market regulation and supervision.
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How Local Acting Overtake/Influence Global Thinking
Haci H. Polat
(MENDEL University, Germany)

Abstract: “The increasing globalization of business has heightened the importance of understanding national
cultural influences in interorganizational relationships from both a cross-cultural and an intercultural perspective.”
Although, it is inevitable that business happens in local cultures. Therefore, this paper focuses on how global
thinking is overtaken or influenced by local acting. The institutionally oriented theory asks why and how local
communities continue to matter for organizations in the global age. Globalization in both practice and academic
circles has shifted away from understanding the effects of the factors of localisation. The following research is
based on a counter approach that suggests that globalization is influenced by a homogeneity-producing process,
which transfers from particularism to universalism and attempts to answer the question as to why people choose to
go their separate ways instead of committing to cooperation.
Key words: local proximity; globalization; global thinking; influence
JEL codes: A10, F00, F61, F62, M16

1. Introduction
Culture is based on mental programming and people inherit these inner patterns of feeling, thinking and
behavior (Hofstede, 2005, p. 2). Cultural relativism describes other cultures as better or worse (Hofstede, 2005, p.
6) and cultural practices are changing, whereas cultural values remain steady (Hofstede, 2005, p. 13).
Locality cannot be easily classified as there exist non-equivalent approaches of locality. Locality can be
defined as the “impossibility of instantaneous communication” or the “impossibility of action-at-a-distance” or the
“impossibility of faster-than-light travel” (Di Lorenzo, 2011, p. 1). Therefore, the term locality can be used
geographically, politically, socially or timely. In addition, there are a number of existing common problems, the
thinking is both different and international. Confrontations between peoples, groups and countries are based on
different cognitions, feelings and behaviors (Hofstede, Hofstede, 2009, p. 1). Knowledge, the provision of
information and best practices are distributed all over the world due to advances in telecommunication thus, there
exists a global diffusion of ideas and policy transfers. This phenomenon contributes significantly to global
convergence and leads to increasing similarity in economic, social and political organizations and are driven by
industrialization, globalization and regionalization.
“One important mode of policy transfer is through the elite networking of transnational policy communities or global
public policy networks. These communities of experts and professionals share their expertise and information and form
common patterns of understanding regarding policy through regular interaction such as through international conferences,

Haci H. Polat, Ph.D. Candidate, MENDEL University; research area/interest: management and economics. E-mail:
hacihpolat@yahoo.de.
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government delegations, web-sites and sustained email communication” (Bennett, 1991, pp. 224-225).

2. Theoretical Framework
“As is apparent from the previous section, knowledge production and utilization does not take place simply within the
confines of a nation-state. Instead knowledge is diffused, ideas are spread, international lessons are drawn, and policies
are transferred beyond territorial boundaries and legal jurisdictions.” (Stone, 2001, p. 7).

2.1 Local Behavior and Cultural Implications
Cognitions, feelings and behaviors are directly connected to cultural factors such as the relationships between
men and nature, people to people, time-orientation, and activities orientations (Kutschker, Schmid, 2011, p. 702).
Furthermore, it is essential if people live in high-context-cultures or low-context cultures (Kutschker, Schmid,
2011, p. 713). The following figure illustrates the cultural differences of managers:

Figure 1

Typical Cultural Differences of Managers

(Source: own illustration based on Eismann, 2009, p. 8)

International capital movements present continuous long-term development and the main-drivers of this
internationalization are based on interrelated factors, like limited market size, over boarding markets,
risk-diversification, different market cycles, higher performance, developing transparency and adjustment of
institutional markets. Moreover, technical drivers, and political, and economic drivers including liberalization of
markets, reduction of market-entry-barriers, locally deregulations, globally integrations, legal and fiscal frame
conditions, and the globalization of users and consumers, shift the horizons from local proximity to globalization
(Scharmanski, 2006, p. 5). According to Granovetter (1985, p. 287) the economic behavior of distant isolated
actors is based on continuous social behaviors and institutional structures. Storper (2002, p. 57) states that,
“Knowledge in this context, has to be understood not as “information”, but as institutionalized, embedded social
practices, conventions and rules or memes.” Local input and the re-fashioning of global knowledge are both
positive and progressive aspects (Stone, 2001, p. 2). National cultures are not homogenous and therefore different
organizational and managerial cultures exist (Hofstede, 2005, p. 23-25). Moreover, there are cultural differences in
consideration of region, religion, gender, generation, and social class (Hofstede, 2005, p. 43). According to these
factors, it is necessary to analyze how local acting influences or overtakes global thinking. In food industries, local
proximity is an essential part of marketing and sales (DLG, 2013, p. 2). A framework for alternative global
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marketing strategies were developed by Schiffman/Kanuk (2009, p. 472) and is presented in Table 1:
Table 1

A Framework for Alternative Global Marketing Strategies

Product strategy

Communication strategy
Standardized communications

Localized communications

Standardized product

Global strategy:
•
Uniform product
•
Uniform message

Glocal strategy:
•
Uniform product
•
Customized Message

Localized product

Glocal strategy:
•
Customized Product
•
Uniform Message

Local strategy:
•
Customized product
•
Customized Message

Glocal strategy:
•
Customized product
•
Customized message

Source: own illustration based on Schiffman, Lazar Kanuk, 2009, p. 472.
Local acting and global appearance is based on the fact that we all live in a local community, which is the
place where we can create our future (Müller, 2016, p. 4). Worldwide communities are faced with comparable
challenges and by their individual search for problem solutions, so that they can be their best consultants,
interchangeably. Therefore, specific practices and knowhow should be distributed without barriers based on
networking (Bundesministerium für wirtschaftliche Zusammenarbeit und Entwicklung, 2016, p. 9). Breidenbach,
Zukrigl (2000, pp. 173-180) argue that the way in which societal products and services are demanded and used is
connected to the appearance of social relationships and identities. Furthermore, consumer behavior is determined
by social relationships and the specific handling of goods and services characterizes consuming-behavior. As
people are not seen to be under the tutelage of an external factor but are instead viewed as creators of their world,
it can be concluded that socio-economic behavior is imbedded within society. Production and consummation of
products and services are uncoupled so that locally produced goods are also sold in other regions, and this leads to
the conclusion that all actors along the value-added chain are relevant (Moschitz, Frick & Oehen, 2018 p. 188).
Localization is described as a process which adapts products and or services particular to culture or language
and develops a local appeal. Whereas glocalization provides a global offer (of a brand, product, idea, service)
which takes local related issues into account. Globalization is the tendency to integrate goods, technology,
information, labour or capital (Dumitrescu, Vinerean, 2010, p. 151). Schirm (1996, p. 11) relates his explanation
of regional cooperation in the requirement of identification of causal factors, that “lead states to develop
simultaneously convergent preferences for a binding regulation of policy areas at a regional level.” Moreover,
established transnational globalization does not directly lead to regional cooperation but it enables the stimulation
of change (Schirm, 1996, p. 13). Thus, political and economic development progresses across the world such as
the globalization of production and finance. Furthermore, worldwide competition, private global players and
international organizations are increasingly reducing territoriality and sovereignty (Schirm, 1996, p. 14).
“The new quality of “Globalization” lies in the assumption that the (economic) activities of private actors, which are not
constrained by political boundaries, follow a functional logic that is hardly compatible with the welfare- and
security-intentions of individual states […]” (Kohler-Koch, 1996, p. 3).
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Figure 2

Determinants of Regional Development

(Source: own illustration based on Coy, 2017, p. 17)
“Globalization is a complex and controversial process of building of the world as a whole by creation of global
institutional structures (…) and global cultural forms, i.e. the forms that have been produced or transformed by global
available objects. It is declared as: a) free market-economic unification of the world with uniform patterns of production
and consumption; b) democratic integration of the world based on common interests of mankind such as equity, human
rights protection, rule of law, pluralism, peace and security; c) moral integration of the World concerning some central
humanistic values, important for sustainable development of humanity.” (Spajic-Vrkas, Kukoc & Basic, 2001, pp.
178-179).

In contrast to the culture of globalization, identity building is more regionalized, because each human life in
its own world, is personal and unique (Michels, 2008, 10). Wrobel (2008, p. 85) linked regional political actors
with cluster- and network-concepts which impacts economic growth and the positive forthcoming of local
economical situations.

3. Conclusion
Globalization and local proximity are extreme counterparts, but these two extremes are discussed in social
and economic sciences as local and global interdependences. Globalization and local proximity are regionally
significant dynamical factors, so that events and decision-making on geographically distant places are influenced
like the two-sides of one coin. “In fact, the interactions are two-way: the local and the global intermesh, running
into one another in all manner of ways.” (Dicken, 2004, p. 19). Hahne (2014, p. 11) argues that actual challenges
relate to local proximity where towns and regions are future-laboratories, which are problem solving significant
questions like climate change, energy transition, economic-, demographic, and social changes. Robertson (1998, p.
193) emanates that between local proximity and globalization, there exist complex interactive cause-effect
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relationships. Locality expresses processes which override regional barriers, but this interpretation neglects that
locality is based on outside advancement (Robertson, 1998, p. 193). Strategies of glocalization refrain from
worldwide standardized commercialization of one and the same product or service and are focused on a
micro-form of appearance based on the construction that consumers are different (Hepp, 2004, p. 177).
Internationally active organizations do not react based on existing cultural differentiations; thus, they are creating
it to achieve a positive image for their products to strengthen sales (Robertson, 1998, p. 198). Therefore, the
neologism of glocalization is a connection between economic and cultural patterns (Robertson, 1998, p. 201).
Today, people can independently from time and space, from speed and distance, communicate in real-time. People
are aware that global trading enables local availability but otherwise, they are aware that this local availability of
global goods must be paid with high transportation costs which relates to high levels of pollution, which must be
paid for by their progeny (Weissberg & Harenberg, 2011, p. 2).
“If space is a product of practices, trajectories, interrelations, if we make space through interactions at all levels, from the
(so-called) local to the (so called) global, then those spatial identities such as places, regions, nations, and the local and
the global, must be forged in this relational way too, as internally complex, essentially unbound able in any absolute sense,
and inevitably historically changing” (Massey, 2004, p. 5).

Global changes demand local decision-making based on global understandings and relates to more efficient
forms of production, changes of health awareness and personalization for future-oriented consumer behavior, and
higher transparency and traceability. Challenges and solutions must consider individualization through
standardization, changes of organizational culture, processes and technologies (GS1, 2018, p. 3).
Based on the theoretical research, it can be concluded that local acting overtakes and influences global
thinking, but that also, global thinking exerts an influence on local acting.
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Abstract: The purpose of this paper is to develop a conceptual model to examine the multidimensionality of
psychological factors and its impact on the propensity to indebtedness. The background of psychological factor
and the theory of behavioural economic serve as a starting-point to develop the conceptual model. From the
extensive literature review, four dimensions of psychological factor were identified to construct the model. The
model based on the psychological factor with respect to the propensity to indebtedness provides a basis for
assessing the level of debt and the role of psychological factors under which the use of various aspects of
psychological factors should be the further emphasis and enhanced. This finding suggests that psychological
factors are not a panacea that can be enhanced but must be imparted gradually through awareness with a clear
sense of impact to the propensity to indebtedness. Given that propensity to indebtedness are often detrimental to
consumers’ insolvency, it is appropriate for interested parties to invest time and effort to diagnose the influence
psychological factors have on the propensity to indebtedness, hence, this model will prove valuable. This
conceptual model provides an insightful foundation for the analysis of multidimensionality of psychological
factors on the propensity to indebtedness.
Key words: propensity to indebtedness; psychological factors; behavioral economic
JEL codes: H63

1. Introduction
The consumption mechanises of cash disinvestment in the early nineteen centuries transformed into
consumption via credit attainment. This is possible, owing to an efficient financial market through improved
money cycle in the economic, it activated the credit consumption concept. Although debt financing was available
earlier than the nineteen century, it played an insignificant role in consumers’ consumption decision-making
(Calder, 2009). The significant use of credit financing to attain ones’ desired goods and services, shifted
consumers’ consumption decision-making behaviour. And, less focus was given to the financing cost involved in
the use of credit facilities. Apart from that, lack of transparency by credit provides and awareness accretion by the
credit attainder resulted into unnecessary use of credit financing by consumers that eventually lead to over
Monica Selvaraja, MBA, Lecturer, Faculty of Business, Economic and Accounting, HELP University, research areas: behavioral
finance, corporate finance, financial economics. E-mail: monicaselvester@gmail.com.
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financial accounting, islamic finance, ethics, and governance. E-mail: amalina@upm.edu.my.
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capitalization or over indebtedness. Thus, despite the higher repayment been required for a specific form of credit
attainment, its popularity is prevalent because it’s used to meet their desired life-style, and also due to a surplus of
credit provider (Dickson, 2017). Even though, influx in money cycle among the demander and supplier of funds
complements the economic theory. The influx spending creates economic growth but excessive borrowing creates
debt unsustainability (Devarajan et al., 1996; Barba & Pivetti, 2008). And, according to Tee (2016) Malaysia
household debt to GDP ratio is at 89.1% in 2019, and the primary debt were used to attain real asset for long-term
wealth creation (i.e. real estate and financial assets). The ratio of 89.1% mentioned earlier is relatively a high
value, since Malaysia carries a developing status. Comparatively, the household debt to GDP of America a
developed economic was at 130% in Q4 2007, caused credit unsustainability (Shanmugan, 2014). Conformed by
Yellen (2009), a massive credit crunch been experienced by financial institutions due to unserved credit owing,
mainly caused by decrease in spending resulted from the increase in unemployment. Thus, the occurrence of
credit crunch served as a factor towards Americans’ 2008 economic recession. Thus, the lesson learned is an
inability of a consumer in serving their credit facilities during an adverse life events (i.e. unemployment) could
contribute to the economies unsustainability. However, consumers’ inability to service their credit commitments is
not limited to their adverse live events, additionally, it could cause by their inability to channel cash inflow for a
more significant use (Lea et al., 1995). Thus, to serve due debt, creditors engages into debt-roll-over which
ultimate toward higher interest charges. This inability to comprehend their actions is termed as an irrational
consumption decision making behaviour (Katona, 1975). Hence, in this study consumers’ irrational behaviour is
viewed as psychological factors. Thus, comprehension into primary psychological factors to consumers’
propensity to indebtedness is useful. Thus, this study could add to the existing body of knowledge form regional
demission. The remainder of the paper is structures as follows: literature review on the significance of various
psychological construct and the propensity to indebtedness. Next, a comprehensive conceptual framework is
developed to depict the relationships among psychological factor and the propensity to indebtedness, followed by
the formulation of the propositions. This paper finishes with implications from both practical and theoretical
perspectives, and end with a conclusion.

2. Literature Review
2.1 Psychological Factors and Propensity to Indebtedness
Psychological is a study of mental processes, consisting memory, perception, problem-solving, creativity and
thinking (Gerrig & Zimbardo, 2002). It is defined as an individuals’ irrational decision making behaviour been
bounded by their unconscious reflexes, skills and habits and they may also be influenced by their perception of a
given situation, events and circumstance (Thaler, 2005; Schwartz, 1998). In the modern multidisciplinary research,
integration between economic and psychological is termed as behavioral economics. The economic and
psychology factors are effective complements, since humans’ behaviour undergoes changes during an adverse
economic circumstances therefore exploring a consumers’ consumption decision making is useful (Frydman &
Camerer, 2016; Anand & Lea, 2011). This study renders its usefulness by viewing at the influence of
psychological factors (i.e., emotion, risk perception, overconfidence and myopic) towards consumers’
consumption decision making (i.e., propensity to indebtedness). The propensity to indebtedness is defined as
subjective measure of debt been consumed, or debt consumption decision-making (Flores & Vieira, 2014) which
advocates this study. And, this study would be observing at the main factors that influence individuals’
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consumption behaviours leading to propensity to indebtedness. The underpinning theory used is behavioural
economic theory (BET), it’s a sub-field of behavioural finance. The BET combines descriptive and normative
model of human’s behaviour, where their tendency to violate economic rationality by underestimation and
overestimation is highlighted. To elaborate, an individuals’ decisions to consume in the present time are based on
anticipated further income, individuals tend to overestimate their future income and underestimate their future
expenditure, which would cause them financial incapacity. Since, economic rationality is violated, consumption
decision is made based on both economic and non-economic factors (i.e., psychological and sociological) (Thaler,
1980, 1994, 2005; Bazerman, 2005). The non-economic factor is classified as bounded rationality or descriptive
model (i.e., unconscious reflexes, skills, and habits) and humans decision-making are found significantly affected
under risky and uncertain circumstances (Simon, 1997). The BET stated individuals’ irrational decision affected
by emotion and cognitive factors to consume under risky circumstances is based on the principles of prospect
theory (Kahneman & Tversky, 1979). Risk or uncertainty is caused by a difficult financial situation (i.e., financial
incapacity due to uncertainty in income and expenditure) resulting higher debt accumulation or indebtedness
(Flores & Vieira, 2014). Therefore, for the purpose of this study, psychological factors (i.e., emotion, risk
perception, overconfidence, myopia) effecting an individuals’ consumption decisions-making or consumers’
propensity to indebtedness is observed. And, subsequently before observing in depth into the empirical papers for
the development of the conceptual model that was partly adopted from the empirical papers mentioned above, in
the next section the empirical concepts of perceived indebtedness are observed.
2.1.1 Emotion
Schwartz (1998) defined emotion (i.e., positive or negative) has a biases cognitive affective effecting
individual under a risky or in an uncertain situation (i.e., high on debt). The three main categories of emotion are
background emotions (i.e., long-lasting), primary emotions or positive (i.e., apathy are expressed), and social
emotions or negative (i.e., jealousy, embarrassment and pride) (Vikan et al., 2009). According to Flores & Vieira
(2014) using structural equation modelling, apart from other variables also found, negative emotion results into
low level debt accumulation. Thus, justifies shame, pride and nervousness disengage an individual from the
attainment of higher debt. The study by Miltenberger et al. (2003), found negative emotion (i.e., sad/depressed,
tense/anxious, bored, self-critical and angry) mediated trough compulsive buying behaviour would lead to high
debt attainment. Next, Achtziger et al. (2015) found compulsive buying has a direct positive relationship with debt
attainment. However, it contradicts with Flores & Vieira (2014), whom which has indicated, various other
negative social emotions, such as, shame, pride and nervousness would reduce the propensity to indebtedness.
Thus, as for the relationship between emotion and levels of debt, based on various pervious research works, it’s
evident that negative social emotions and negative primary emotions, would contradictorily decreases and
increases the levels of debt respectively, and also, positive social emotions found to increase the levels of debt.
Therefore, from this current research work the influence of social and primary emotion towards propensity to
indebtedness will be analysed, apart from that, the interacting influence of psychological factors (i.e., emotion),
towards the propensity to indebtedness among working adults in Malaysia would be explored. Therefore, the
following proposition is presented.
P1: Greater emphasis on the emotion factor will lead to a lesser propensity to indebtedness.
2.1.2 Risk Perception
An individual’s risk perception is defined as risk a consumer believes exists in the purchase of goods or
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services (i.e. excessive borrowing), whereby, risk is generalized as uncertainty or change of a given situation from
the norm, and, perception is the judgement of an individual (Solvic, 1987). And, according to Bauer (1960) as
cited in Mitchell (1999), a renowned consumer behaviourist, initialled the concept of perceived risk in the
perspective of consumer financial decision making. Thus, consumers’ consumption behaviour would involve risk
due to the uncertainty in the result of consumption decisions, since it is possible to be pleasant or otherwise.
Emprically, Bernstein (1996), has conceptualized risk perception and decision making in a volatile
environment (i.e., attainment of credit), by which it overcome an individual’s uncertainty to further attain credit,
or vice-versa. Apart from that, Sjoberg (2000), found a relationship between attitude and perceived risk. Thus, it
further justifies that, cognitive psychology constructs as an interacting effect. Next, Keese (2010) reported the
insignificance in relationship between risk perception and level of debt. However, Garling et al. (2009), states that
issues of risk has an essential component on respondent’s decision making and found a significant relationship
between risk perception and level of debt. Lastly, Fellner & Maciejovsky (2007), analyst the influence of risk
perception and individuals’ investment behaviour into the trade market (i.e., binary lottery choices), where 280
respondents were observed. The study found, high risk perception leads to lower market activity (i.e. consumption)
and women were found to have lower risk perception compared to men. Thus, lower risk perception leads to lower
propensity to indebtedness. Past researchers offer various result, therefore, the relationship between risk
perception and propensity to indebtedness is important to be observed in a Malaysian context. Therefore, the
following proposition is presented.
P2: Greater emphasis on the risk perception will lead to a lesser propensity to indebtedness.
2.1.3 Overconfidence
Overconfidence is derived from the behavioural economic theory (i.e., heuristic biases). This study would
focus on two heuristic biases factors (i.e., overconfidence and myopia). It is defined as individuals’ resistance to
request for assistances (information search, planning and calculating) and spends lesser duration in their
decision-making process (Perry & Morris, 2005). This study conforms to define overconfidence as per the
previous researchers (Smith & Barboza, 2013; Verma, 2017; Malmendier & Tate, 2005), which states that
overconfidence is the biases human nature on their self-measure of financial knowledge versus the actual financial
literacy level. Empirically, Verma, 2017, states self-assessed financial knowledge could render into irrationality
(i.e., negative impact) on individual which could positively impact their financial behaviour. However,
irrationality towards financial literacy level lead to higher debt or propensity to indebtedness (Smith & Barboza,
2013; Verma, 2017). Next, Graham et al. (2009) found overconfidence (i.e., knowledgeable) causes into
engagement of negative trading behaviour results to negative financial decision making (i.e., investment and
consumption decision-making). The study by Perry & Morris (2005) states overconfidence affects saving,
spending and planning behaviour which translates to consumption decision-making or propensity to indebtedness,
also supported by Fernandes et al. (2014), Huston (2010). Thus, self-comprehension of one’s financial
acquaintance would reduce an individuals’ overconfidence, which would constitute to a greater control in their
spending decisions (i.e. consumption financial decision-making), or, in other words, overconfidence of an
individual results into higher debt accumulation. Having said that, similar research in the Malaysian context is
inadequate, therefore, through this research work the psychological determinant (i.e., overconfidence) can be
generalized, in a local perspective. Therefore, the following proposition is presented.
P3: Greater emphasis on overconfidence will lead to a lesser propensity to indebtedness.
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2.1.4 Myopia
Myopic is a heuristic bias under the behaviour economic theory, and defined as individuals’ excessive risk
taking behaviour. Empirically, greatly been emphasis on effect of myopic behaviour on fiscal or government debt
and lesser been focus on the private or public toward excessive debt accumulation (i.e., propensity to indebtedness)
(Ru & Schoar, 2016; Wenzel, 2014; Gabaix & Laibson, 2006). The study by Kosfeld & Schuwer (2017), myopic
behaviour causes inability in comprehending additional cost. Thus, lack of cost comprehension results into, the
unawareness in absorption of additional product cost. Hence, such consumers purchase base on initial product cost,
but failing to observer the subsequent cost of the product purchased, and it leads consumers into high debt
accumulation. Therefore, Wenzel (2014) found firm that presented a more transparent information about the
additional cost, the myopic consumer easily repeals against specific consumption due to higher add-cost.
Literature also states, business competes into exploiting an imperfect consumer (i.e., myopic). The study by
Spiegler (2006); Piccione and Spiegler (2012) found, business use multiple price elements, which require
evaluation to infer into total price. However, in such situations consumers significantly makes decision based on
single price element. The study by Ru & Schoar (2016) mentioned credit card issuers rely on back load fees, that
targets myopic consumers, charging low annual payment rates but high late and over limit fees. Study of the
myopic behaviour among individuals and the propensity to indebtedness is useful to be observed, since,
Malaysian are found to be highly in debt mainly due to credit card loans. Therefore, the following proposition is
presented.
P4: Greater emphasis on overconfidence will lead to a lesser propensity to indebtedness.
2.2 Research Framework
As for the independent variables, the present study applies a psychological factor from the behavioral
economic model. This factor is widely used in many consumption decision-making studies and often investigated
as one of the solid sets in replication studies. Hence, the seven influences of emotion, risk perception,
overconfidence, myopia, money attitude, financial literacy, and compulsive buying are applied to represent the
psychological construct in this study. As for the dependent variable, propensity to indebtedness is examined in this
study.
Psychological Factors

Emotion
Risk Perception
Overconfidence

Propensity to
Indebtedness

Myopia

Figure 1

A Model of Effects of Psychological Factors on Propensity to Indebtedness

3. Practical and Theoretical Significance
The practical contribution of this study is the identification of main psychological factors that caused Malaysian to
accumulate unreasonable amount of debt. Thus, through this identification, it would help the Malaysian credit
counselling and debt management agency or “AKPK”. This study aids into the identification of better suitable methods
which controls unreasonable debt accumulation behaviours amid Malaysian. Furthermore, the study serves into the
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generalization across other regions with similar economic and cultural parameters. Next, policy makers could help be
equipped with knowledge about the human behaviour that causes debt attainment. This study aims to develop a
comprehensive theoretical model based on the behavioural economic theory (i.e., behavioural decision-making and
prospect theory), which examines the influence of consumer decision-making which leads to consumers’ propensity to
indebtedness. And, empirically this study brings relevance to its research area, which is primarily issued in the context
of economic psychology, consumer behaviour, social issues, and financial sustainability. As such, through this study, the
factors which perhaps would be an influence to consumer propensity to indebtedness would be further identified. Apart
from that, this study would also differ in the application of inconstant elements of the earlier mentioned factors.
Furthermore, this study targeted geographic region is South East Asian specifically Malaysia, and owing to the scarcity
of sufficient exploration of the earlier mentioned elements with the present of issues in the regional context; therefore,
this study would be creating a new paradigm, which further can be expended by future researchers.

4. Conclusion and Implication of Study
In a nutshell, this study views at the relationship between four dimensions of psychological factors influence
towards the propensity to indebtedness, into which past theoretical studies have yet to venture, contributing to the
consumption decision-making applying behavioural economic theory literature bank. Findings gathered from the past
literature confirmed that the awareness of the influence that psychological factor has on consumers’ consumption
decision-making would result in a better management of consumer psychological factors, which would bring
improvement to their propensity to indebtedness. Many empirical studies are also present to confirm the importance of
the psychological factors on consumers’ consumption decision-making process. Such a conclusion brings about a
deeper insight for researchers, policy makers, and consumers alike who are in search of newer insights and development
in the area of consumption decision-making which could result into personal insolvency. Nevertheless, this research
paper serves as an initial attempt to explore the relationship between psychological factors and the propensity to
indebtedness. In order to establish the validity and practically of the model, further survey and research will need to be
conducted in detail by using more advanced statistical tests, such as Structural Equation Modelling, to enhance and
validate the model.
References
Achtziger A., Hubert M., Kenning P., Raab G. and Reisch L. (2015). “Debt out of control: The links between self-control, compulsive
buying, and real debts”, Journal of Economic Psychology, Vol. 49, pp. 141-149.
Amélia S., Flores M. and Vieira K. M. (2014). “Propensity toward indebtedness: An analysis using behavioural factors”, Journal of
Behavioural and Experimental Finance, Vol. 3, pp. 1-10, available online at: http://www.elsevier.com/locate/jbef.
Anand P. and Lea S. (2011). “The psychology and behavioural economics of poverty”, Journal of Economic Psychology, Vol. 32, No.
2, pp. 284-293
Barba A. and Pivetti M. (2008). “Rising household debt: Its causes and macroeconomic implications — A long-period analysis”,
Cambridge Journal of Economics, Vol. 33, No. 1, pp. 113-137.
Bernstein P. L. (1996). Against the Gods: The Remarkable Story of Risk, New York: Wiley, pp. 1269-1275.
Bazerman M. H. (2005). “Conducting influential research: The need for prescriptive implications”, Academy of Management Review,
Vol. 30, No. 1, pp. 25-31.
Calder L. (2009). Financing the American Dream: A Cultural History of Consumer Credit, Princeton University Press.
Devarajan S., Swaroop V. and Zou H. F. (1996). “The composition of public expenditure and economic growth”, Journal of
Monetary Economics, Vol. 37, No. 2, pp. 313-344.

170

Psychological Factors’ Influence on Consumers’ Propensity to Indebtedness Applying the Behavioural Economic Theory
Fellner G. and Maciejovsky B. (2007). “Risk attitude and market behavior: Evidence from experimental asset markets”, Journal of
Economic Psychology, Vol. 28, No. 3, pp. 338-350.
Fernandes D., Lynch Jr J. G. and Netemeyer R. G. (2014). “Financial literacy, financial education, and downstream financial
behaviors”, Management Science, (June 2015), pp. 1-23.
Frydman C. and Camerer C. F. (2016). “The psychology and neuroscience of financial decision making”, Trends in Cognitive
Sciences, Vol. 20, No. 9, pp. 661-675.
Gabaix X. and Laibson D. (2006). “Shrouded attributes, consumer myopia, and information suppression in competitive markets”, The
Quarterly Journal of Economics, Vol. 121, No. 2, pp. 505-540.
Huston S. J. (2010). “Measuring financial literacy”, Journal of Consumer Affairs, Vol. 44, No. 2, pp. 296-316.
Joyce J. P. (2011). “Financial globalization and banking crises in emerging markets”, Open Economies Review, Vol. 22, No. 5, pp.
875-895
Kahneman D. and Tversky A. (1979). “Prospect theory: An analysis of decision under risk”, Econometrica, Vol. 47, No. 2, pp.
263-292, available online at: http://www.jstor.org/stable/1914185.
Katona G. (1975). Psychological Economics, Elsevier, New York.
Keese M. (2010). “Who feels constrained by high debt burden? Subjective vs. objective measures of household indebtedness”,
accessed
on
08.05.2011,
Social
Science
Research
Network,
available
online
at:
http://papers.ssrn.com/sol3/results.cfm?npage=2& ()
Kosfeld M. and Schüwer U. (2017). “Add-on pricing in retail financial markets and the fallacies of consumer education”, Review of
Finance, Vol. 21, No. 3, pp. 1189-1216.
Malmendier U. and Tate G. (2005). “CEO overconfidence and corporate investment”, The Journal of Finance, Vol. 60, No. 6, pp.
2661-2700.
Miltenberger R. G., Redlin J., Crosby R., Stickney M., Mitchell J., Wonderlich S., and Smyth J. et al. (2003). “Direct and
retrospective assessment of factors contributing to compulsive buying”, Journal of Behavior Therapy and Experimental
Psychiatry, Vol. 34, No. 1, pp. 1-9.
Mitchell V. W. (1999). “Consumer perceived risk: conceptualisations and models”, European Journal of Marketing, Vol. 33, No. 1/2,
pp. 163-195.
Perry V. G. and Morris M. D. (2005). “Who is in control? The role of self-perception, knowledge, and income in explaining
consumer financial behavior”, The Journal of Consumer Affairs, Vol. 39 No. 2, pp. 299-313.
Piccione M. and Spiegler R. (2012). “Price competition under limited comparability?”, Quarterly Journal of Economics, Vol. 127,
No. 1, pp. 97-135.
Ru H. and Schoar A. (2016). “Do credit card companies screen for behavioral biases?”, National Bureau of Economic Research, No.
w22360.
Smith C. and Barboza G. A. (2013). “The role of trans-generational financial knowledge and self-reported financial literacy on
borrowing practices and debt accumulation of college students”.
Tee
L.
S.
(2016).
“Household
debt
on
the
rise”,
The
Star
Online,
available
online
at:
https://www.thestar.com.my/business/business-news/2016/04/02/household-debt-on-the-rise/.
Thaler R. (1980). “Toward a positive theory of consumer choice”, Journal of Economic Behavior & Organization, Vol. 1, No. 1, pp.
39-60.
Thaler R. (1985). “Mental accounting and consumer choice”, Marketing Science, Vol. 4, No. 3, pp. 199-214.
Thaler R. H. (Ed.) (2005). Advances in Behavioral Finance, Vol. 2, Princeton University Press.
Schwartz A. (1998). “A contract theory approach to business bankruptcy”, The Yale Law Journal, Vol. 107, No. 6, pp. 1807-1851.
Simon H. A. (1997). Models of Bounded Rationality: Empirically Grounded Economic Reason, Vol. 3, MIT Press.
Spiegler R. (2006). “Competition over agents with boundedly rational expectations?”, Theoretical Economics, Vol. 1, No. 2, pp.
207-231.
The World Bank (2017). “Policy report”, available online at: https://data.worldbank.org/country/malaysia.
Verma R. (2017). “Role of self deception, overconfidence and financial aliteracy in household financial decision making”, Journal of
Applied Business and Economics, Vol. 19, No. 8.
Vikan A., Maria da Graça B. B. and Roazzi A. (2009). “Rating emotion communication: Display and concealment as effects of
culture, gender, emotion type, and relationship”, Interamerican Journal of Psychology, Vol. 43, No. 1, pp. 77-83.
Wenzel T. (2014). “Consumer myopia, competition and the incentives to unshroud add-on information”, Journal of Economic
Behavior & Organization, Vol. 98, pp. 89-96.

171

Psychological Factors’ Influence on Consumers’ Propensity to Indebtedness Applying the Behavioural Economic Theory
Yellen J. L. (2009). “Issues Raised by the Credit crunch and Global Recession”, available online at:
https://www.frbsf.org/our-district/press/presidents-speeches/yellen-speeches/2009/may/yellen-credit-crunch-global-recession-iss
ues-berkeley/

172

Journal of Business and Economics, ISSN 2155-7950, USA
February 2020, Volume 11, No. 2, pp. 173-183
DOI: 10.15341/jbe(2155-7950)/02.11.2020/004
© Academic Star Publishing Company, 2020
http://www.academicstar.us

Analysis of Tax Compliance with Intervening Variable: “PMK Number 91
of 2015 in Jakarta Central Tax Service Office
Sumarno Manrejo
(Perbanas Asian Banking Informatioan and Finance Institute, Indonesia)

Abstract: This research is motivated by tax revenues in Indonesia that did not reach the target compared to
the realization in the last 10 years, this resulted in a relatively small tax ratio of around 12%. These problems
illustrate that the level of taxpayer compliance is still low. Minister of Finance Regulation Number 91/03/2015 is
expected to increase tax compliance so that state revenues will increases. This research on taxpayer compliance is
focused on the implementation of this regulation in the Central Office of the Directorate General of Taxes in
Jakarta. The research approach used is descriptive quantitative. The results of the study indicated that the
enactment of the regulation in the Central Jakarta Regional Office has contributed to tax revenues of around 2.05%
of total state revenues of IDR11,038,854,776,614 and it contributed 0.37% of IDR61,479,497,160,610. In fact the
level of taxpayer compliance in Indonesia in 2015 increased by 1.31% from 59.12% to 60.42%, this is a positive
impact of the enactment of the regulation, but the target of tax revenue on a national scale has not been fulfilled
yet.
Key words: taxpayers; policies; tax compliance
JEL codes: H

1. Introduction
1.1 Background
Indonesia is one of the developing countries that has a development agenda in various sectors, such as the
education, transportation, health, security and various other infrastructure sectors. In order to realize the
development agenda, it requires large funds. The sources of funds for this development are based on state
revenues, especially tax revenues. If seen in the last five years of the State Budget (APBN), which was in 2014
until 2014, the targeted portion of tax revenues reached 78.74% of total state revenues. This shows that income
derived from taxes has the largest contribution in state revenues. Tax revenue every year is expected to continue to
increase along with increasing targets, so that it can meet the funding needs for development in various sectors in
Indonesia. The large dependence of the Indonesian government on revenue from the taxation sector is not in line
with the realization of tax targets so far. During the last 5 years (2014-2018) the realization of tax revenues is
always below the target. Tax receipts that are always below the target indicate the level of tax compliance in
Indonesia is still low, so there needs to be a reform or comprehensive reform in the taxation sector.
Sumarno Manrejo, S.E., M.M., Perbanas Asian Banking Informatioan and Finance Institute; research area/interest: taxation. E-mail:
sumarno.manrejo@perbanas.id.
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Indonesian taxation adheres to the self assessment system, this gives confidence to taxpayers to register,
calculate, deposit and report the amount of tax payable by using a notification letter (SPT) and submit it to the
Office of the Directorate General of Taxes where registered Taxpayers. In this system, the tax authorities only
have the role of supervising, for example, conducting research on whether the SPT has been filled in completely
and all the attachments included, also examining the truth of the calculations and writing. If the Taxpayer has a
good level of compliance, the implementation of the self assessment system can be effective. But in reality the
level of taxpayer compliance in Indonesia is still low, this can be seen in Indonesia’s tax ratio which reflects the
not yet optimal tax revenue. Indonesia's tax ratio of around 12% is still very low when compared to other
countries. Increasing the tax revenue target every year is considered as a government effort to raise the tax ratio.
According to data from World Bank (2012), the tax ratio in Indonesia is 11.9%, below the average of
Southeast Asian countries, as can be seen in the table below:
Table 1
Country

Tax Ratio in Southeast Asian Countries
Tax Ratio (%)

Cambodia

10.0

Indonesia

11.9

Malaysia

15.3

Philippines

12.4

Singapore

13.8

Thailand

17.6

Source: World Bank (2012)

The low tax ratio illustrates the lack of awareness of the Indonesian people about the importance of taxes,
especially to support development. Basically, the tax ratio is a comparison between tax revenue and a country's
Gross Domestic Product (GDP). So actually the tax ratio can be seen from two sides. First, the tax ratio shows the
extent to which the ability of the government to collect tax revenues or reabsorb gross domestic product from the
public in the form of taxes. Second, the tax ratio is used to assess the compliance level of tax payments by the
public in a country. The higher the tax ratio of a country, the better the performance of the country's tax collection.
Some factors that cause low awareness or level of compliance of Indonesian people include public dissatisfaction
with public services, uneven infrastructure development, and the many cases of corruption committed by high
officials. The community also does not feel the benefits of taxes that have been paid, for example there are still
many roads that are damaged or public transportation is still inadequate.
According to Lars P. Feld and Bruno S. Frey (2007), people are less interested in paying taxes because there
is no direct incentive from the state. Taxes that have been paid are also not comparable with the benefits felt by the
community. The public will pay taxes from the income they receive if they feel that public services are
comparable to the payment of their taxes, fair treatment from the government and clear legal processes from the
government. Whereas according to Allingham and Sandmo (1972), the tendency of people not to pay taxes or pay
taxes but taxes that are not according to actual income due to low government supervision and sanctions or fines
imposed on non-compliant taxpayers is still very small. If we look at the kingdom in the past, all citizens
obediently paid their taxes or known as tribute king for fear of severe penalties that would be accepted if they did
not pay taxes.
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In connection with not achieving the target of tax revenue each year, the Directorate General of Taxation
stipulates that 2015 is a Year of Guidance for Taxpayers by raising the motto “reach the unreachable, touch the
untouchable” which is addressed to registered taxpayers who have submitted Notification Letter (SPT) or not yet
submitted the SPT, as well as groups of individuals or entities that have not been registered as Taxpayers. The
determination of the 2015 Taxpayer Development Year itself is motivated by the opportunity to increase tax
revenues, the low tax ratio, the existence of untouched Individual Taxpayers, and the availability of external data
that will assist the Directorate General of Taxes in achieving revenue targets. In this guiding year, the Director
General of Taxes again provided tax amnesty facilities for administrative sanctions. On April 30, 2015, the
government issued Minister of Finance Regulation Number 91 of 2015 (PMK Number 91/PMK.03/2015). This
regulation was effective from May 4, 2015. This rule refers to Article 36 paragraph (1) letter a of Law Number 6
of 1983 concerning General Provisions and Tax Procedures as amended several times, the latest by Law Number
16 of 2009 (UU KUP), which states that the Director General of Taxes is given the authority to reduce or
eliminate administrative sanctions in the form of interest, fines, and increases payable in accordance with the
provisions of legislation in the field of taxation in the event that the sanctions are imposed due to taxpayer
oversight or not because the mistake. PMK Number 91/PMK.03/2015 concerning Reduction or Elimination of
Administrative Sanctions for Delays in Submission of Notification Letter, Correction of Notification Letter, and
Delay in Payment or Tax Payment given the term Reinventing Policy or often referred to as Sunset Policy Volume
II.
1.2 Research Purposes
To analyze taxpayer compliance through the application of the Minister of Finance Regulation No. 91 of
2015 with a proxy for tax revenue targets in Indonesia, especially in the Central Office of the Directorate General
of Taxes in Jakarta.

2. Literature Review
2.1 Understanding of Taxes
The tax definition according to Law Number 16 of 2009 concerning the fourth amendment to Law Number 6
of 1983 concerning General Provisions and Tax Procedures in Article 1 paragraph 1 is “compulsory contribution
to the state owed by an individual or entity that is compelling based on Law, by not getting compensation directly
and used for the state’s needs for the greatest prosperity of the people”.
2.2 Tax Function
Resmi (2016, p. 3) there are two tax functions, namely the function of the budget and the regular function.
1) Function of budget (source of state finance), namely tax is one of the sources of state revenues to
finance routine and development expenditures.
2) Regular function (regulator), meaning tax as a tool to regulate or implement government policies in the
financial sector.
2.3 Tax Collection System
The tax collection system can be divided into three (Resmi, 2016), namely:
(1) Official Assessment System
A tax collection system that authorizes the tax apparatus to determine the amount of tax payable annually
according to the applicable tax laws and regulations.
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(2) Self Assessment System
A tax collection system that authorizes taxpayers to determine the amount of tax payable annually according
to applicable tax laws and regulations.
(3) Withholding System
A collection system that authorizes designated third parties to determine the amount of tax owed by taxpayers
in accordance with applicable tax laws and regulations.
2.4 Tax Collection Principles
Adam Smith (Adam Smith, 2003, p. 1043), published his book An Inquiry into the Nature and Causes of
Wealth of Nations (known as The Wealth of Nation), tax collection must be based on 4 (four) tax collection
principles known as “The four maxims” are equality, certainty, convenience and low cost of collection.
2.4 Taxation Policy
According to (Mansury, 1999), taxation policy is a policy related to the determination of subjects to be taxed,
objects that will be used as the basis for tax imposition, procedures for calculating the amount of tax to be paid
and procedures for paying taxes owed.
Whereas according to Salamon (1991, p. 42) tax policy is the selection of certain elements from various
alternatives based on the objectives to be achieved, the selection of these elements with regard to the subject of
taxes, tax objects, tax rates and tax procedures. The choice of policy regarding the subject of tax concerns who
will be taxed and who will be excluded from taxation. Similarly, the determination of tax objects, namely a policy
choice about what will be taxed and what will be excluded from tax imposition. While the tax policy option
concerning tax rates is progressive, regressive or flat rates that will be chosen.
The final element of the tax policy option is the choice of tax administration. The policy options from the
administration side are, among others, the determination of taxpayers who are obligatory and taxpayers who are
not required to enter tax returns, reporting dates, tax collection methods with withholding taxes or self payment, a
system that will be implemented with a self assessment system or official assessment.
2.5 Tax Administration
Tax administration has an important role to support the success of a tax policy that has been taken. Taxation
policies formally formulated in laws and other regulations need to be supported by good tax administration.
According to (Mansury, 1994) tax administration is one element in the taxation system and has three
meanings namely:
(1) An agency or body that has the authority and responsibility for carrying out tax collection.
(2) People consisting of officials and employees who work on tax agencies that actually carry out tax
collection activities.
(3) The activity of administering tax collection by an agency or body managed in such a way that it can
achieve the targets outlined in the tax policy based on legal facilities determined by the tax law efficiently.
2.6 Tax Compliance
Taxpayer compliance is defined by Salamun (1991) as fulfillment of tax obligations (ranging from counting,
collecting, deducting, depositing to reporting tax obligations) by taxpayers in accordance with applicable tax laws
and regulations.
The tax collection system in Indonesia is a self assessment so that it demands active participation from the
community as a taxpayer in fulfilling its tax obligations. Taxpayers who calculate, calculate, deposit and report
their own tax.
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There are two types of tax compliance, namely:
(1) Formal compliance
Tax compliance meets formal compliance based on tax laws and regulations. For example, the provisions for
submitting the Annual Tax Returns on March 31, if the Individual Taxpayer has reported the Annual. Tax Return
before March 31, the Taxpayer has fulfilled the formal requirements.
(2) Material compliance
More broadly than formal compliance, because material compliance also includes formal compliance. For
example, Taxpayers have reported SPT on time (not late), but the material provisions may not be fulfilled because
Taxpayers must fill out the SPT honestly, correctly and completely in accordance with the provisions.
According to Homans as quoted by Gunadi, there are several factors that can affect tax compliance (tax
compliance), namely compliance cost, tax regulation & law enforcement. If the three factors are adequately
controlled, then the level of tax compliance increases optimally. Conversely, if the cost of compliance is high, tax
regulations are complex and unclear or cause differences in interpretation (ambiguous), and poor application of
regulations can cause a decrease in the level of tax compliance. These three factors can be explained as follows:
(1) Compliance Cost
According to Sandford, as quoted by Gunadi, compliance costs are costs other than tax payable that are paid or
issued by taxpayers in order to fulfill tax obligations. Compliance cost consists of direct money cost, time cost &
psychological cost.
a) Direct money costs are real costs incurred by taxpayers in order to fulfill tax obligations, including
among others: payments to accountants, tax consultants and the cost of travel to the place of deposit and
tax reporting.
b) Time Cost is the time spent by Taxpayers in order to fulfill tax obligations that cause opportunity loss,
starting from the time used to study tax calculation to the time to report taxes and to account for the
fulfillment of tax obligations that have been made.
c) Psychological Cost is anxieties, worries, and fears that plague taxpayers in fulfilling tax obligations and
interacting with tax officials.
(2) Tax Regulation
Clear, easy and simple tax laws and regulations that do not cause different interpretations for tax officers or
taxpayers will increase tax compliance. On the contrary, according to Wetzler, as quoted by Gunadi, complicated
laws, unclear or even conflicting implementing regulations have the potential to cause taxpayers’ apathy that will
affect the level of tax compliance. One important aspect in tax law is the existence of legal certainty, namely a
condition of no doubt in the implementation of tax provisions for tax officers and taxpayers. Legal certainty will
be achieved if the words or sentences (wording) in each rule are arranged so clearly that it does not cause different
interpretations and does not provide excessive flexibility to the tax officer in their interpretations and
implementation.
(3) Law Enforcement
In contrast to the problems in tax regulations arising from differences in interpretations, the problem in law
enforcement is the implementation of regulations implemented by tax officials not in accordance with the
provisions outlined for various reasons.
Implementation of regulations that are carried out adequately by prioritizing the principle of justice (i.e.
equal treatment for the same conditions or equals for equals and different treatments for different conditions
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unequal for the un equals) and carried out consistently will support the achievement of optimal tax compliance
conditions.
Taxpayer compliance is stated by Norman D. Nowak as a compliance climate and awareness of fulfillment of
tax obligations reflected in the situation (Sony Devano & Siti Kurnia Rahayu, 2006):
1) Taxpayers understand or attempt to understand all provisions of taxation regulations.
2) Fill out the tax form completely and clearly.
3) Calculate the amount of tax owed correctly.
4) Pay the tax owed on time.
Otto as cited by (Caizhi Nasucha, 2004), indicators of taxpayer compliance are shown by trends:
(1) Registration
Registration is indicated by the number of individuals who register as taxpayers compared to the total
population.
(2) Reporting
(3) Report accuracy (correct reporting).
The accuracy of the report illustrates the truth of each Taxpayer's report that can be compared with certain
types of business activities and the effectiveness of the tax rates paid based on income received.
(4) Payment
Payments illustrate the trend of timely tax payments, precision with the tax base and deposit per type of
taxpayer. According to (Chaizi Nasucha, 2004), taxpayer compliance can be identified from: Taxpayer compliance
in registering, compliance to deposit the notification letter, compliance in the calculation and payment of tax
payable, compliance in payment of arrears. The principle is tax compliance is the act of taxpayers in fulfilling
their tax obligations in accordance with the provisions of tax laws and regulations that apply in a country.
Fundamental compliance with the fulfillment of reporting and payment obligations by taxpayers is one sign of the
effectiveness of tax policies being implemented.
2.7 Minister of Finance Regulation (PMK) Number 91/PMK.03/2015
The Minister of Finance has issued Minister of Finance Regulation Number 91/PMK.03/2015 concerning
Reduction or Elimination of Administrative Sanctions for Delays in Submission of Notification Letter, Correction
of Notification and Delay in Payment or Tax Deposit on 30 April 2015 promulgated since 4 May 2015.
This rule refers to Article 26 paragraph (1) letter a of Law Number 6 of 1983 concerning General Provisions
and Tax Procedures as amended several times, the latest by Law Number 16 Year 2009 (UU KUP), which states
that the Director General Taxes are given the authority to reduce or eliminate administrative sanctions in the form
of interest, fines, and increases that are payable in accordance with the provisions of laws and regulations in the
field of taxation in the event that the sanctions are imposed due to the mistake of the Taxpayer or not because of
his mistake.
(1) Scope of oversight in PMK No. 91/PMK.03/2015
Administrative sanctions imposed due to the oversight of the Taxpayer or not because of the errors referred to
in Article 2 are limited to:
a) delay in submission of Annual Income Tax Returns for the 2014 and previous Tax Year and/or Period
SPT for the December 2014 Tax Period and before;
b) late payment or deposit for the lack of payment of tax payable based on the Annual Income Tax Return
for the 2014 Tax Year and before;
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c)

delay in payment or deposit of tax payable for a time or Tax Period as stated in the SPT for the Tax
Period as stated in the SPT Period for the December 2014 Tax Period and before; and/or
d) corrections made by Taxpayers with their own willingness for Annual Income Tax Returns for the 2014
and previous Tax Year and/or Period SPT for the December 2014 Tax Period and previously resulting in
greater tax debt, which was carried out in 2015.
(2) Procedures that must be carried out to comply with the provisions of PMK No. 91/PMK.03/2015. To get a
reduction or elimination of this Administrative Sanction, the Taxpayer must submit an application to the Director
General of Taxes.
(3) Requirements for submitting an application to get a reduction or elimination of this Administrative
Sanction must meet the following requirements:
a) 1 (one) application for 1 (one) Tax Collection Letter;
b) submitted in writing in Indonesian;
c) signed by the Taxpayer in the case of an individual taxpayer or taxpayer’s representative in the case of a
corporate taxpayer, and cannot be authorized; and
d) submitted to the Tax Service Office where the Taxpayer is registered.
This application must be accompanied by a document in the form of:
a) a statement stating that the delay in submission of SPT, late payment of tax, and/or correction of SPT is
done because of an error or not because of an error and signed on the seal by the Taxpayer in the case of
individual taxpayers or taxpayers in the case of corporate tax;
b) photocopy of SPT or SPT corrections submitted or print-out of SPT or corrective tax return in the form
of submitted electronic documents;
c) photocopy of proof of receipt or proof of delivery of the letter which is deemed as proof of receipt of the
submission of SPT or SPT corrections;
d) photocopy of SSP or other administrative facilities that are equated with the SSP as proof of repayment
of the outstanding tax stated in the Periodical Tax Return or proof of repayment of the tax deficiency
stated in the Annual Income Tax Return or evidence of underpaid tax payment stated in the corrective
tax return; and photocopy of Tax Collection Letter (STP).
e) Other requirements that still need to be fulfilled in order to be able to submit a request for reduction or
elimination of Administrative Sanctions are:
f) Administrative sanctions in STP have not been paid by Taxpayers; or
g) Administrative sanctions in the STP have been paid in part by the Taxpayer.
In the event that the Administrative Sanctions in the STP have been calculated with excess tax payments,
which are calculated with excess tax payments, which are made through deductions from SPT and / or transfer
payments, the Administrative Sanctions in the STP are considered not paid by the Taxpayer.
Requests for reduction or elimination of Administrative Sanctions can be submitted by the Taxpayer at most
2 times. The second application must be submitted after the Director General of Tax's letter of decision on the first
application sent and still submitted to the STP.
(4) Process by the Director General of Taxes
The Director General of Taxes follows up on this Taxpayer’s application by conducting research.
Administrative Sanctions Removal Decree or Administrative Sanction Reduction Decree must be issued by the
Director General of Tax no later than 6 months from the date of receipt of the Taxpayer’s application.
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(5) Billing Actions
With respect to STP submitted for the application for reduction or elimination of Administrative Sanctions in
accordance with the provisions of this Regulation of the Minister of Finance, the action for collection of such STP
is deferred.

3. Research Methods
3.1 Types of Research
This research is descriptive quantitative which aims to explain the existing phenomena by using numbers to
rely on individual or group characteristics (Syamsudin & Damiyanti, 2011). This study assesses the nature of the
conditions that appear. The purpose of this study is limited to describing the characteristics of things as they are.
3.2 Population and Samples
Sugiyono (2014) states that population is a generalization area consisting of objects or subjects that have
qualities and characteristics set by researchers to be studied and conclusions drawn. The population in this study
were all registered taxpayers while the samples were taxpayers who submitted the 2015 SPT at the Central Jakarta
Directorate General of Taxes Regional Office. The method used is purposing sampling, which is the method of
population selection research according to the sample criteria required in the study. The sample criteria in this
study were taxpayers who reported the 2015 annual tax return.
3.3 Method of Collecting Data
3.3.1 Field Research
Field studies in this study were conducted through in-depth interviews and statistical data collection in the
form of tax revenue targets, realization of tax revenues and the level of compliance at the Central Jakarta
Directorate General of Taxes Regional Office.
3.3.2 Library Studies (Library Research)
Literature studies are carried out by collecting and studying literature such as books, journals, previous theses
or theses, articles, laws, government regulations, and searches on the internet, as well as other literature.
3.4 Data analysis method
The data analysis method is done by descriptive quantitative method. By analyzing all the data that has been
obtained to obtain an adequate picture of taxpayer compliance with the implementation of 91/PMK.03/2015.
3.5 Operational Definition
1) Minister of Finance Regulation Number 91/PMK.03/2015 is to regulate the reduction or elimination of
administrative sanctions for late submission of Notification Letter, Correction of Notification Letter and
late payment or tax deposit.
2) Taxpayer compliance is as fulfillment of tax obligations ranging from counting, collecting, deducting,
depositing to reporting tax obligations by taxpayers in accordance with applicable tax laws and
regulations.

4. Discussion
The target of tax revenue in the Tax Office of the Central Jakarta Directorate of Tax in 2015 is IDR.
74,833,958,123,000 consisting of 16 KPPs. Whereas the realization of tax revenue in the Tax Office of the Central
Jakarta Directorate of Tax in 2015 amounted to IDR 61,479,497,160,610 consisting of 16 KPPs. Thus, the
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realization of tax revenue in the Central Jakarta Tax Office of the Regional Tax Office in 2015 only reached
82.15%.
The Tax Service Office (KPP) included in the Tax Office of the Central Jakarta Directorate General of Taxes
is 16 KPP. Of the 16 KPPs, only 1 KPP has achieved the 2015 tax revenue target, namely KPP “N”. KPP N
managed to collect tax amounting to IDR. 1,628,870,163,525. This amount of achievement exceeds the target of
tax revenue targeted by KPP N, which is IDR 1,493,955,243,981 or 109.03%. This percentage is the largest when
compared to other KPPs in the Tax Office of the Central Jakarta Directorate General of Taxes, which ranges from
67.21% to 91.06%. If seen from graph 1 there is 1 KPP that has a graph that is very high in the target of tax
revenue and the realization of gross tax revenue, namely KPP “L”. The difference in the target amount of tax
revenue and the realization of very significant gross tax revenue is because KPP L is the Medium Tax Office.
Central Tax Office of the Central Tax Office serves Corporate Taxpayers registered in all areas of the Central
Jakarta DGT Regional Office and is the largest taxpayer in the Central Jakarta DGT Regional Office. The
following graph 1 is related to the target and realization of revenue in the 2015 Central Jakarta Directorate
General of Taxes Tax Office:

Target
Realization

Graph 1

Target and Realization of Tax Revenue Year 2015 (IDR)

Based on data from the Director General of Potential, Compliance and Acceptance of the Directorate General
of Taxes that the tax revenue in the Tax Office of the Central Jakarta Directorate General of Taxes in 2015 sourced
from PMK Number 91/PMK.03/2015 amounting to IDR 226,262,128,452. Tax receipts from PMK No. 91/
PMK.03/2015 in the Tax Regional Office of the Central Jakarta Directorate General of Taxes contributes
approximately 2.05% of the total tax revenue from PMK Number 91/PMK.03/2015 at the Directorate General of
Taxes consisting of 33 Regional Offices, namely IDR. 11,038,854,776,614. With this amount of IDR
226,262,128,452, the Tax Office of the Central Jakarta Directorate General of Taxes ranks 12th as a contributor to
tax revenue from PMK No. 91 / PMK.03 / 2015 most out of a total of 33 Regional Offices at the Directorate
General of Taxes.
In line with the purpose of the issuance of PMK No. 91/PMK.03/2015, one of which is to increase state
revenues. According to Marsani (Reviewers of the Objection, Appeal and Reduction II Section in the Central
Office of the Central Jakarta Directorate General of Taxes) state that the policy contributes to state revenues
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through taxpayers who report periodical tax returns and annual tax returns accompanied by payment of tax
deficiencies. The amount of tax revenue in the Tax Office of the Central Jakarta Directorate General of Taxes
sourced from PMK Number 91/PMK.03/2015 amounting to IDR 226,262,128,452. This amount contributes 0.37%
of the total realization of tax revenues in the Regional Office, which is IDR. 61,479,497,160,610. Although the
number of 0.37% is relatively small, at least the implementation of the policy of reducing or eliminating tax
sanctions contributed to the collection of taxes in the Tax Office of the Directorate General of Taxes in Jakarta in
2015.
The effectiveness of the implementation of PMK Number 91/PMK.03/2015 can be measured from the
success of increasing tax receipts of IDR 226,262,128,452 in the Central Jakarta DGT Regional Office or IDR
11,038,854,776,614 in Indonesia. Tax receipts of IDR 226,262,128,452 in the Central Jakarta DGT Regional
Office or in the amount of IDR 11,038,854,776,614 in Indonesia may not be collected if there is number PMK No.
91/PMK.03/2015. So that the presence of PMK No. 91/PMK.03/2015 is effective in helping collect taxes in 2015
in Indonesia, especially in the Tax Office of the Central Jakarta Directorate General of Taxes. The following table
2 illustrates the percentage of tax revenue from PMK No. 91/PMK.03/2015 towards the target and realization of
tax revenues in the Tax Office of the Central Jakarta Directorate General of Taxes in 2015:
Table 2

Target and Realization of PMK No. 91/PMK.03/2015 (IDR)

Target

Realization

Receipt

Percentage of target

Percentage of Realization

74.833.958.123.000

61.479.160.610

226.262.452

0.30%

0.37%

Source: Section of Supervision of Tax Potential

Explicitly, the presence of PMK Number 91/PMK.03/2015 is intended to increase state revenues. This goal is
also written in the weighing section of PMK Number 91/PMK.03/2015. However, if observed carefully, in
addition to having a positive impact of helping and contributing to the increase in state revenues in 2015, the
implementation of the policy of reducing or eliminating tax sanctions also had a negative impact on state revenues
in 2015. The negative impact caused by PMK Number 91/PMK.03/2015 is located in the Tax Collection Letter
(STP) issued by the DGT. In PMK Number 91/PMK.03/2015, administrative sanctions are eliminated by the way
the Taxpayer submits an application for reduction or elimination of administrative sanctions as stated in the STP.
If the purpose of issuing PMK Number 91/PMK.03/2015 is to increase state revenues by abolishing sanctions, it
would be more effective if sanctions were abolished automatically without issuing legal products in the form of
STP. Because to issue STPs themselves, DGT needs time to research files or SPT WP, human resources or
employees that are intended to examine files or WP SPT, and require operational costs to print the STP. These
matters can create administrative burdens for the DGT and indirectly will affect state revenues.

5. Conclusion
Based on the implementation of PMK Number 91/PMK.03/2015 at the Tax Office of the Central Jakarta
Directorate General of Taxes can be concluded as follows:
1) Proven to assist in collecting taxes in 2015 in Indonesia in general and in the Tax Office of the Central
Jakarta Directorate General of Taxes in particular amounting to IDR 226,262,128,452 or 2.05% of the total
Directorate General of Taxes (DGT) consisting of 33 Offices Region namely IDR 11,038,854,776,614. Whereas in
terms of the amount of tax revenue in the Tax Regional Office of the Central Jakarta Directorate General of Taxes,
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which amounted to IDR. 61,479,497,160,610 which means it contributed 0.37%.
2) There is an intensification of tax receipts in the Tax Office of the Central Jakarta Directorate General of
Taxes in the amount of IDR 226,262,128,452. Intensification instruments in PMK No. 91/PMK.03/2015 are
taxpayers who still have to pay their tax debt. Because, for taxpayers who are late in reporting SPT, sanctions in
the form of late fines report can be written off through requests for removal of sanctions and the potential tax from
administrative sanctions is automatically lost by the regulation.
3) An increase in the compliance ratio in Indonesia in 2015 was 1.31% from 59.12% to 60.42%. In addition,
there is a possibility of a decrease in the compliance ratio in Indonesia as a result of the realization of PMK No. 91
/PMK.03/2015.

6. Limitations & Recommendations
This research only discusses PMK Number 91/PMK.03/2015 which is the embryo of the birth of Law No. 11
of 2016 concerning Tax Amnesty, so that further research needs to be carried out on this policy.
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Abstract: The research whose results are presented here had the objective of identifying the leadership style
adopted by the managers of a language course, in the perception of the managers themselves and their leaders.
The theoretical basis was based mainly on Rensis Likert and Patricia Pitcher, leading scholars who propose
taxonomies to classify management styles. Based on the classifications proposed by them, a questionnaire was
developed, which was applied to employees of the company studied and managers. Another method of data
collection used was to conduct an interview with the managing partner. The research also included analysis of
internal documents of the organization. The results show that, according to the Likert taxonomy, the employees
classify the style of their managers in a position between the consultative and the participatory. The leaders also
revealed a perception about their own leadership behavior very close to that which was manifested by the leaders.
In the classification proposed by Pitcher, both the workers and the managers expressed the perceived
predominance of the style called “artisan”, with some influence of the “artist”. The expression of autocratic Likert
(1971) or technocratic Pitcher (1995) styles was not mentioned, which reveals a favorable aspect to the
achievement of the strategy adopted in the organization, which seeks to be, as declared by the managing partner,
markedly entrepreneurial. However, there were some discrepant points in the perception of the leaders and leaders,
who, although they have not manifested themselves in a very significant intensity, can serve as a subsidy for
management development actions of the organization.
Key words: leadership; leadership styles; people management
JEL codes: M2

1. Introduction
Since the advent of the so-called School of Human Relations, in administrative theories, concern has spread
about the psychosocial environment and people within organizations. Since then, the leadership has begun to be
studied, in order to identify the behavior models accepted by the leaders and their implications in the
organizational environment. “Leadership research moved away from studying the characteristics of the leader to
place greater emphasis on the things he did: the leadership style of the leader” (Marquis, Huston, 1999, p. 37).
Leadership style has become the key to achieving organizational results despite the influence of cultural elements.
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Fora; research areas: applied social sciences, personal management, leadership, leadership styles. E-mail:
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Nowadays, there is a transformation in work environments and social media subjects that are engaged in
senses and values because people are living in an era that seeks to show society what they are and what role they
play in the organization. This is confirmed in Gidden's view that “instead of entering a period of postmodernity,
we are reaching a period when the consequences of modernity are becoming more radicalized and universalized
than before” (Giddens, 1991, p. 13).
From this perspective, we see the need to investigate how leadership styles are applied in organizations, since
people management has become increasingly complex and challenging for both leaders and their leaders. Leaders’
decisions have a strong potential for influencing individuals’ behavior and social structures, since today’s society
is characterized by freer individual consciousness and strong interdependence among members of organizations.
These characteristics reveal the importance of determining how the leadership styles in companies have been
adopted and their impact on workers.
The research, whose results are presented here, was developed in an organization providing service in the
education sector, specialized in the teaching of foreign languages located in Juiz de Fora, MG, Brazil. The
performance of research in this organization was conditioned to its non-identification. Thus, it will be called, in
this work, as “Company X”.
Responses were sought for the following problem situation: What is the leadership style adopted by the
managers of the company studied, in the perception of the managers themselves and their leaders?
The general objective was to identify the style of leadership that has been predominantly adopted by the
managers of the company studied, in the perception of the managers themselves and their leaders. As specific
objectives, the following were adopted:

Distinguish the main characteristics associated with each style of leadership;

Identify how these characteristics are perceived in the organization’s day-to-day life.

Identify how company managers review their leadership;

Raise how the company's employees analyze the leadership to which they are subjected;
The relevance of the study can be attested by the fact that, recently, there has been a change in the behavior
of individuals in their work environment, in what they are and represent in society. By consulting the literature,
one identifies an inversion of historical facts in which the human figure was seen only as a disposable and
acceptable object and, today in this new perspective, man is considered as central figure of the organization.
Organizations are expected to respect, leadership and team spirit as well as the valorization of the human figure as
a driving force in the dissemination of knowledge.
Thus, there is a need to investigate how leadership styles in organizations have been applied, as the current
leadership has become increasingly complex and challenging for both leaders and leaders. It is important,
therefore, a verification of how the leadership styles in companies have been adopted, analyzing how they are
perceived by the leaders. From this analysis, more precise information can be gathered for the organizations in the
improvement of the relations between leaders and led. Subsidies can also be generated for future investigations on
the topic raised. In addition, the managers of the company studied will be able to use the search results as
subsidies for future leadership development plans.
As for the delimitation of the research, the theoretical basis is the statements of Lakatos and Marconi (1999),
who report that delimiting a research is to establish limits for the investigation. The delimitation can be in relation
to the aspect, to fix circumstances, especially of time and space that will be covered by the research, to the
extension and a series of other factors that will be judged concomitantly to the limitations of the investigation. The
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research presented here, being a case study, specifically focuses on the analyzed company, taking into account its
characteristics and the market of action. The conclusions reached cannot therefore be generalized to other
organizations.
The issues of psychological impacts that may arise from each alternative that could be adopted by the
organization’s leaders were not considered. The lack of consideration of these aspects is justified by the need to
narrow the research focus and limitations of the researcher himself, graduating from the Administration course
without a specialization in the area of Psychology.
It should also be emphasized that the research was based exclusively on the perception of those involved leaders and leaders, not using other indicators.
This paper is structured in six sections, including this introduction. The next one is devoted to the
presentation of the theories studied, which served as theoretical framework of reference to research. The third
highlights the methodology followed. Then, it comes to the section dedicated to the presentation of the company
studied and the analysis of the results obtained in the field research. Finally, we present the conclusions that the
study allowed to arrive and final conclusions.

2. Literature Review
For the better conduction of the research, it became necessary to search for support in theories that approach
subjects related to the object of study. Thus, this chapter highlights the contribution of scholars on the theoretical
basis that was based mainly on Rensis Likert and Patricia Pitcher, scholars who proposed taxonomies to classify
managerial styles.
2.1 Leadership Styles
In addition to the contribution of Rensis Likert, one of the classic authors and precursors of the studies of this
theme, highlighted above, are approached following the proposals of some scholars of so-called behavioral
theories. In the end, the studies of Patricia Pitcher on leadership, which represent a more contemporary
perspective on the study of the theme.
2.1.1 Leadership Behavioral Theories
Among the behavioral theories, it is also necessary to present the theory of leadership styles.
One of the first surveys on leadership behavior was co-ordinated by Lewin (Robbin & Coulter, 1998),
identifying three basic styles: autocratic, democratic and laissez faire.

Autocratic style: it is linked to the centralized leader who makes the unilateral decisions, determining
the tasks, leaving no room for participation for the leaders.

Democratic style: the leader involves his subordinates in the decision-making process, encourages the
participation of all and seeks to delegate authority.

Laissez faire style: leave the group at ease to deliberate on the work to be done and how to do it.
(Robinson & Coulter, 1998).
Both within the academic and business worlds, leadership are one of the fastest growing branches of study.
As already mentioned by the several authors cited, leadership is a relational phenomenon that exists within a
universe of interests and achievements that has become a matter of organizational order. That is, “it is the process
in which the individual exerts influence over a group of individuals to achieve a common goal” (Northouse, 2004,
p. 3). In the same direction, for other authors such as Behling, Rauch and Yukl (1998, pp. 2-3), “leadership is the

186

The Style of Leadership in the Perception of Managers and Their Leaderships

process of influencing the activities of an organized group toward the achievement of a goal.”
As Northouse (2004) asserts, it is a theme with universal and instigating appeal, analyzed by theories with
different focuses. In the first place, we find the theories that developed with a focus on the leader (Stogdill, 1974;
Blake & Mouton, 1985). At the other moment, we focus on the context of leadership (House, 1971; Fiedler, 1993;
Hersey & Blanchard, 1993). In a third moment, the focus is on the interaction of the leader and his follower
(Dansereau et al., 1975). The most recent studies focus on the changes that leadership and the leadership process
aim to achieve (Bass, 1990; Heifetz, 1998).
Thus, each of these different moments will be discussed, and the two last mentioned previously will be given
more relevance for the object of study in question of the present research; contextualizing with the views of the
several authors discussed in this study.
2.1.2 Leader-oriented Theories
These theories that emphasize the leader's role in the leadership role value the “Great Man” theory. It is
believed, in this theory, that leaders are born with certain characteristics that justify them being the leader and the
difference of the other followers because they do not have personality traits. The personality traits were triggered
from studies conducted by Stogdill (1974), who began to study those who most influenced the exercise of
leadership.
According to Northouse (2004), some of the main features of this theory are: intelligence, self-confidence,
determination, integrity and sociability. It should be noted that trait theory does not represent any kind of
leadership styles. In addition, the key to the studies was the determination of individual characteristics related to a
person’s personality that assist in the exercise of leadership.
2.1.3 Context-Oriented Theories
One of the most widespread context-oriented theories in the literature is Situational Theory (Hersley &
Blanchard, 1993). This chain states that each situation will have a demand for leadership practice according to the
situation in which the leader is involved. In this sense, there are two thoughts that can be played by the leaders:
the support behavior that is focused on the people through the stimulus to communication and the behavior of
direction that has its core in the tasks, through presentation of objectives and orders.
Another theory of this group is the contingencial (Fieldler, 1993). This approach places the context in the
first instance by evaluating the three situational variables that are: leader-follower relationships, task structure, and
positional power.
In another study about the theory focused on the organizational context, we find the theory Goal-Path (House,
1971). It comes out of the assumption that those who are led will have a higher level of motivation as they feel
free to carry out the tasks of their responsibility. According to the same author, four leadership styles are
identified:

Participatory leadership: the one in which the leader provides all the necessary instructions for
accomplishing the tasks including what the leader expects of each employee.

Support leadership: it is the friendly and accessible behavior of the leader in relation to its leaders,
seeking to meet their needs.

Participatory leadership: it is the style that opens the way for those who are able to participate in the
organizational decision-making process.

Results-oriented leadership: it is the leadership style that challenges each one of the leaders to carry out
their tasks at the highest levels of efficiency.
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Another context-focused approach is the Theory of Times. According to Hill (2004), teams are defined as
groups composed of interdependent members, who share common goals, and who must coordinate their activities
to achieve collective goals. It is understood that the primary function of the leader is to assist the team in
achieving the goals by holding it together.
2.1.4 Theory Focused on Leader-Led Interactions
Dansereau et al. (1975) deal with leadership from the interactions and relationships established between the
leader and his or her leaders. This approach presents two types of interactions between the leader and the leader,
being: in group relationships, which are based on expanded responsibility and for the performance of the leaders.
And out group relations are those that are restricted to the definitions previously established in the formal contract
of each subordinate.
This relationship is found by Northouse (2004, p. 153) where he says: “The core of this theory is the attempt
that leaders and subordinates are closely based on the formal hierarchy.”
2.1.5 Theories of Change
Transformational Theory configures how a process of leadership modifies and transforms those led
(Nothouse, 2004). That is, it refers to the “ways” that the leader uses to persuade others by raising the level of
motivation and morality of the leader and led.
Turning on this issue, Bass (1990) states that the process of transformational leadership can be based on the
charisma of the leader to generate radical transformations in the work environment by communicating the great
expectations that must be achieved.
In Heifetz’s (1994) conception, the leader’s work is not about transformation, but about the adaptation of the
group to a certain challenge, to what he called adaptive work. In other words, the author affirms that people
cannot break with their behavior patterns, that is, they must adapt the organization and its people, whenever their
deeper beliefs are highlighted, or when the values that lead them to success become irrelevant to the moment.
Therefore, the theories focusing on change are aimed at valuing the self-esteem of those led by the leader's
performance, which in turn will impact unanimously on the organization as a whole. From the observation of
these theories, it is verified that the leader needs to have flexibility in the relation with the led ones, alternating his
style of action in function of the situational aspects.
The next section discusses the leadership study developed by Pitcher discussing the three types of leaders
found by the author, namely: The Artist, The Craftsman and the Technocrat.
2.2 Study of Pitcher Leadership
In the study of Pitcher (1995) published in her book “Artists, Craftsman and technocrats: the dreams, realities
and illusions of leadership”, the author’s notes were made using the method of longitudinal research carried out by
and then published in his book.
The study was the result of eight years of research conducted by the author under the guidance of Professor
Henry Mintzberg, seeking to identify leadership profiles and their impact on organizations. In her publication, the
author approaches the topic management and leadership from the analysis of the profile and the posture of its
managers, reaching three types of leaders artists, craftsmen and technocrats.
One of the presuppositions adopted in this author’s studies is that emotion interferes with decisions.
According to her, society has put in power men and women who appear to be more objective, cool and calculating,
less emotional — the Technocrats.
The point is that, according to the author, the most commonly accepted assumption is wrong: now science is
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beginning to prove that, while emotion may hinder judgment, its absence can also do so.
That is, when you study leadership, you cannot leave aside the emotions that are based on the relationship
between leaders and their leaders. Corroborating this understanding, Jim Kouzes and Berry Posner (2008, p. 22) in
their book “The New Challenge of Leadership” state that leadership is a relationship between those who aspire to
lead and those who choose to follow them. So it is the quality of this relationship that matters most when one is
willing to do something truly great. A leadership relationship characterized by fear and mistrust will never
produce anything of lasting value. However, a relationship characterized by mutual respect and trusts will
overcome the greatest difficulties and leaves a significant legacy.
Thus, according to Pitcher, it is common to find people in power with high intellectual capacity, analytically
brilliant, and rational, but who have a proven negative judgment. In this sense, the author throws light on three
myths in concluding that leadership depends on the leader's interaction with time and context, stating that they are
interrelated. The first is that a specific type of leader is needed: the charismatic visionary. The second, and most
pernicious, is that anyone can become a leader. The third affirms that if one teaches the leader how he ought to be,
so he will be. For Pitcher (1995), it is essential that there be diversity in the management team: people who know
how to inspire loyalty and participation, dreamers and people with a gift for details. The great trick is to keep them
working together and in the same direction, avoiding the technocrats in positions of authority as they represent a
great barrier to teamwork.
The following Table 1 presents adjectives, with each column representing the predominant characteristics in
each leader profile, according to the author’s surveys, namely: The Artist, The Craftsman and the Technocrat.
Table 1
Artist
Unpredictable
Funny
Creative
Daring
Intuitive
Stimulant
Affective
Visionary
Entrepreneur
Inspiring
Source: Pitcher (1995, p. 3)

Prevailing Characteristics In Each Leader Profile
Artisan
Technocrat
Balanced
Friendly
Honest
Sensitive
Responsible
Trustworthy
Realist
Stable
Reasonable
Predictable

Rational
Difficult
Uncompromising
Hard
Intense
Detail
Determined
Boring
Stubborn
Logical

In this way, Pitcher (1995) affirms that, in business reality, people have mixed characteristics, that is, of one
and the other profile, being rarely identified by a single ideal type. Leaders, however, have central tendencies in
one of these leader profiles cited by the author.
From a general perspective, the literary content addressed in the present research reveals that, although
leadership styles have evolved over time, the autocratic style still predominates in Brazil, Brazilian cultural
characteristics such as nepotism in job positions and in the market of work in general.
What is affirmed in the considerations of Arruda (2006; Motta & Caldas, 1997, p. 30): “Brazilian companies
are marked by decisions that tend to be characterized by intense social interaction as well as by an active
involvement of the superior leaders , usually authoritarian.”
Thus, appreciating the contribution of the various authors mentioned in the theories discussed here, it is
generally perceived that leadership is understood as a process of influencing team members in order to achieve the
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goals of the organization as a whole. This means that a leader must always be critical, show resilience to changes
in the environment and always know how to balance each challenge found in his leadership, ensuring his
followers trust and loyalty in the goals delegated by the organization, having the participatory style as a beginning
to exercise more effective leadership.
It is necessary, whenever necessary, to resort to other styles judged to be effective in that particular problem
situation. For, since one cannot count on the standardization of human behaviors, one must try to understand how
each style of leadership influences within each individual and its respective consequences for the results of the
organization.

3. Methodology
3.1 Type of Research
According to the division proposed by Vergara (2005), the research can be classified as follows:As for the
ends, it is explanatory, since it evaluates in an analytical way a problem situation, involving an in-depth evaluation
of information about leadership styles in organization X, in an attempt to explain the context of a phenomenon and
detailing the characteristics of a given situation with the aim of understanding it better. It is also applied, because
it deals with a concrete reality, found in the investigated company.
As far as media is concerned, it has a bibliographic character, since the theoretical reference is based on
publications such as books, scientific journals, academic materials and computer networks. It is also characterized
as a field research, since it is carried out in the establishment where the element is studied, involving methods of
information gathering such as interviews or observations. It is also a case study, since it analyzes a peculiar
situation, restricting itself to an organization only, not ensuring, therefore, a generalization for the other
organizations.
3.2 Method of Approach
According to Andrade (2001), the methods of approach are more general, being responsible for the reasoning
used in the development of the research, that is, “[...] general procedures, which guide the development of the
fundamental stages of scientific research.”(Andrade, 2001, pp. 130-131). Among the methods of approach are the
methods: the inductive, the deductive, the hypothetical-deductive and the dialectic.
In this perspective, the method of approach adopted was predominantly the deductive one, in which the
thought traverses a path starting from general facts for particular facts. That is, it involves conclusions about
phenomena from the known theories and the assumptions adopted. However, we have analyzed the predominant
leadership styles in company X adopted by the leaders and the styles of leadership perceived by the leaders,
highlighting some steps for the use of the inductive method.
3.3 Guidance
The research has adopted Quali-Quanti orientation, which, according to Patton (1987) allows to study the
questions in depth and in detail and the categories of analyzes are not predetermined. In the research presented
here, it was privileged the perception of the subjects investigated, their subjectivity, which typically characterizes
the qualitative approach.
3.4 Data Collection
The data collection was carried out initially through bibliographical research, with consultations with books
and scientific articles. At the field research stage, questionnaires were applied to the managers and employees who
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exercised the leadership role in their respective manning areas in the organization studied. The questionnaires
applied were adapted from the propositions of Ferreira et al. (2015), of which 15 were for employees and 3 were
for company X, in 2016.
An interview was also conducted with the main manager of the company studied to gather information about
the organization’s history, its current configuration and plans for the future, thus subsidizing the construction of
the chapter dedicated to the presentation of the case being studied.
3.5 Treatment and Analysis of Data
As already pointed out, a qualitative treatment was made, seeking to understand the phenomena from the
point of view of the participants. The basic method was content analysis, correlating what was raised in the field
with the theoretical basis of the reference.There was also a quantitative treatment of the data, and analyzes of the
descriptive statistics were performed in the SPSS (Statistical Package for the Social Sciences) program.
3.6 Limitations of the Method
It is worth remembering that it is not possible to be objective in the qualitative methodology, because the
subjectivity of the researcher is tied to the investigation. Even if one tries not to compromise the achievement of
the established objectives, the researcher's subjectivity naturally manifests in this type of approach.
As already defined in the section dealing with delimitation, the study does not allow generalizations for other
organizations, since it covered a single company, with its own peculiarities. Another restriction is that the
questions of psychological impacts that may arise from each alternative that could be adopted by the leaders of the
organization were not considered, which is justified by the limitations of the researcher himself, graduating from
the Administration course without a specialization in the area of Psychology.

4. The Organization Studied
4.1 Characterization of the Company
The “X” company is a service provider within the educational segment and carries out the foreign language
teaching activities (English and Spanish) with the “Y” franchise unit. It is located in the region of Juiz de Fora,
Minas Gerais. Your history is summarized below.
4.2 History
According to data available on the website of the organization “Y”, it is noted that it was created in 1973, in
Porto Alegre, Rio Grande do Sul. It is inserted in the education sector, specifically specialized in teaching foreign
languages (English and Spanish), attending from the demands of the children’s public to those of the adult public.
Upon receiving significant acceptance from its target public, it was decided to inaugurate other units around
the state of Rio Grande do Sul and also in the interior of the state of São Paulo. From the 1980s, the “Y”
organization achieved satisfactory growth in its market by deciding to adopt the franchising system. In 1998, the
National Administration of the company “Y” was inaugurated, in the district of Paraíso, in São Paulo. Currently,
according to data provided by the company, it has 605 units covering the entire national territory. In addition, it
has a quantitative of 500 thousand students.With regard to the main technologies and equipment used by the
organization studied, it is noticed that it uses online platforms which, according to management’s statements,
allow students to interact more dynamically and interactively with the learning tools. The following is a brief
history of the franchisee in the region of Juiz de Fora, Minas Gerais.
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4.2.1 Brief History of the Franchise in the Region of Juiz de For a, MG
The enterprise of the “X” company appeared in the city of Juiz de Fora in the year 2000. The idea came
about through a work that the current manager was developing at the time in one of the units of the company “Y”
in the city of Rio de Janeiro. By identifying with the values of the company, the founder of the franchise decided
then, together with her husband, to open a branch in the city of Minas Gerais. According to the testimony given by
the founder in an interview granted, the decision was taken with great enthusiasm and also a challenging task for
both, since they did not know much the city.
Other information given by the founder was that at that time I learned that three English courses had failed in
this city, which left the clients of this region with a negative perception of this sector. Faced with this situation,
instead of being discouraged, the founder says that managers have taken as a challenge to regain the trust of
potential clients. For that, they highlighted, in the advertising campaign developed at the time, that the best
language course in the city would be offered, which she believes actually occurred.
Still, according to the founder's testimony, the company was able to establish itself as the main cause of the
success achieved by investing in a better infrastructure than those that had already appeared in the city by its
competitors who did not succeed in this regard. In addition, the company “X” was also pioneer in the application
of modern education technologies, thus obtaining a greater credibility and acceptance before its public more
dynamically and interactively with the learning tools.

5. Analyses and Discussion of Data Obtained in the Field
This chapter presents the results obtained in the field research, performed as described in the previous chapter.
The first section presents what was raised in the questionnaires applied in relation to the possible framework of
management practices adopted in the taxonomy proposed by Likert (1971) presented in chapter two. In the later
sections, analyzes are presented based on Pitcher’s theory (1995), also discussed in the second chapter. And,
finally, the characterization of the respondents.
5.1 Management Style, According to Likert Classification
In the following issues, those interviewed were asked to evaluate the behavior of their supervisors, marking,
in each line, the column that best portrays the profile observed in them. Then the managers were summoned for a
self-assessment answering this same questionnaire.The tabulation was done by assigning 1 point to each marking
performed in the 1st column; 2 points for the 2nd column and so on. The calculated average allows us to observe
which managerial style, according to the division proposed by Rensis Likert, the managers (leaders) of the
company are more identified, using the criterion proposed by Ferreira et al. (2015), who consider the following
division:
Table 2

Criteria For Determining Leadership Style

Measuring Media Band

Corresponding Style

1.0 to1.7

Autocratic explorer

1.71 to 2.5

Benevolent autocratic

2.51 to 3.4

Advisory

3.41 to 4.0

Participative

Source: own elaboration, based on the propositions of Ferreira et al. (2015)
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As already pointed out in the chapter that presents the theoretical framework, Likert understands that leading
is to make the best use of the capacity of individuals in the organization, favoring the productivity of the
organization. In this conception, the leader should stimulate the group work and the exchange of ideas among the
leaders, emphasizing the pursuit of the objectives of the organ In this sense, the author adopts the participatory
style as being the most appropriate. Studies conducted by him have shown that this is the type of leadership that
most favors the motivation and commitment of the people led, significantly impacting their productivity.
The predominant style is verified by the general average achieved, which is highlighted at the end of the
table below. It is recommended, however, that the averages obtained in each row be checked. In this way, it is
possible to detect aspects in which a leader leaves more to be desired, which would correspond to the lower
average lines. When several leaders present reduced averages in a given line, the corresponding managerial
competence needs to be better developed in the company.
5.2 Leadership Style as Pitcher Rating
As already pointed out, the leadership style of the managers of the organization studied was based on the
taxonomy proposed by Patrí
cia Pitcher, which proposes the existence of three different styles of leader.
The predominant style is determined by the markings made in the so-called "check-list of adjectives" below
transcribed. Respondents were asked to choose up to 10 adjectives from the 30 lists that best represented their
immediate superior, as can be seen in Table 3.
Table 3

Characteristics of Leaders, in the Perception of the Leaders

Artist Style

Artisan Style

Tecnocrate Style

Characteristic

Fi

Characteristic

Fi

Characteristic

Fi

Unpredictable

2

Balanced

5

Rational

2

Funny

9

Friendly

11

Difficult

0

Creative

8

Honest

10

Uncompromising

0

Daring

1

Sensitive

10

Hard

1

Intuitive

4

Responsible

9

Intense

7

Stimulant

6

Trustworthy

9

Detail

1

Affective

6

Realist

5

Determined

6

Visionary

3

Stable

1

Boring

0

Entrepreneur

3

Reasonable

8

Stubborn

0

Inspiring

2

Predictable

2

Logical

0

44

TOTAL

70

TOTAL

17

TOTAL
Source: Research Data

In general, it is noticed that, in the perception of the ones led, there was predominance of the Artisan style,
but with good presence also of the Artist style. The Technocratic style did not reach a significant mark in the
corresponding characteristics. These results corroborate Likert’s (1971) classification, providing evidence that in
this organization the leaders, according to the perception pointed out in the responses of the leaders, do not have,
therefore, predominant characteristics of “autocratic” or “autocratic explorers” leaders.
In this way, it can be seen that the analyzed organization already carries with it a positive characteristic, since,
as defended by Likert and several other scholars, employees tend to have a more productive and productive
relationship with non-autocratic leaderships. The leaders, doing their self-assessment, according to the criteria
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already mentioned, generated the results presented in Table 4 below.
Table 4
Artist Style

Characteristics of Leaders, in the Perception of the Managers Themselves
Artisan Style
Tecnocrate Style

Characteristic

Fi

Characteristic

Fi

Characteristic

Fi

Unpredictable

0

Balanced

1

Rational

0

Funny

2

Friendly

3

Difficult

0

Creative

3

Honest

3

Uncompromising

0

Daring

0

Sensitive

2

Hard

0

Intuitive

0

Responsible

2

Intense

2

Stimulant

1

Trustworthy

2

Detail

0

Affective

0

Realist

1

Determined

0

Visionary

0

Stable

0

Boring

0

Entrepreneur

0

Reasonable

2

Stubborn

1

Inspiring

0

Predictable

1

Logical

0

TOTAL

06

TOTAL

17

TOTAL

03

Source: Research Data

In the process of self-evaluation of leaders, as seen from the markings in Table 5, the perception they had of
their leadership is in line with that presented in the evaluation of the leaders. Note, therefore, the predominance of
the Craftsman style, but with good presence also of the Artist style. The Technocratic style did not reach a
significant mark in the corresponding characteristics. In this sense, Pitcher (1995) emphasizes that diversity in the
management team is paramount, that is, the presence of people who know how to inspire loyalty and participation,
dreamers and people with a gift for details. It is advisable to avoid technocrats in positions of authority as they
may represent a barrier to teamwork.
For Ferreira et al. (2015), in small companies, businesses are usually initiated by artists and artisans, since
technocrats do not have enough imagination to start a new business, except in the field of consulting, where they
find prestige and can apply the revenues prescribed. These same authors point out that, in business reality, people
have multifaceted characteristics, that is, of one and the other profile, being atypical the identification by means of
a single ideal type. Leaders, however, have central tendencies in one of these behavioral profiles cited by the
author.
Therefore, it can be seen from the data found in the organization studied, as predominant characteristics of
the Craftsman and Artist styles, which can be justified by the size of the company and the managerial profile of its
founders, also already discussed in chapter four.
5.3. Motivation for work
In order to verify the relationship that the employees of the company maintain with their work, the leaders
and leaders were asked to self-evaluate, that is, how much they feel motivated to carry out the work, assigning a
grade between 0 and 10, where “0” represented total lack of motivation for the execution of the work and “10”
strong motivation to carry it out. The data can be observed in Table 5 below.

194

The Style of Leadership in the Perception of Managers and Their Leaderships

Table 5

Motivation for Work

Factor

Led Average

Leaders Average

Difference

% Dispersion

Motivation
Source: Research Data

8.2

9.0

0.8

8.0

In the last column, the percentage of dispersion is indicated considering that 100% would be 10,
corresponding to the difference between the minimum degree, which is 0.0 and the maximum, that would be 10.0.
As you can see the leaders obtained an average of 9.0 while the leaders reached an average of 8.2.
It can be seen, therefore, that the leaders obtained a more positive perception of their motivation, although
the leaders are not too far apart, since the observed dispersion was only 8%. Moreover, in this question the
percentage of non-response was null. Therefore, from the data can be perceived that the people in the organization
according to the results presented in Table 6, are motivated to carry out their activities.
After answering the question previously mentioned, respondents were also asked to answer a series of factors
related to motivation for work, and leaders and leaders were asked to evaluate how each one has manifested in the
company, from the following scale: 1 = Very dissatisfied 2 = Unsatisfied 3 = Satisfied 4 = Very satisfied.The
means averages for both groups of research objects in this organization are distributed in table 4 below. In the last
column, the percentage of dispersion is indicated considering that 100% would be 3.0, corresponding to the
difference between the minimum degree, which is 1.0 and the maximum, which would be 4.0.
Table 6

Average Between the Leaders and the Led Factors of Motivation and Satisfaction with the Work

Factor
Feeling secure and stable in employment

Led average

Leaders average

Difference

% Dispersion
20.0

3.4

4.0

0.6

Interpersonal relationship with co-workers

3.5

3.6

0.1

3.3

Recognition received for their efforts

3.2

4.0

0.8

26.7

3.8

4.0

0.2

6.7

3.1

3.6

0.5

16.7

3.4

3.6

0.2

6.7

3.7

3.6

-0.1

-3.3

3.4

3.3

-0.1

-3.3

3.4

4.0

0.6

20.0

3.2

3.3

0.1

3.3

3.7

4.0

0.3

10.0

3.6

3.6

0.0

0.0

Attribution of tasks commensurate with their professional
capacity
Opportunities for learning and professional growth
Perception of being well informed about your work
Challenges consistent with your qualification and your
expectations
Feeling of self-satisfaction with their professional life
Autonomy that counts to perform its tasks
Adequacy of rewards received for his contribution to the
company
Clear perception of mission, too many objectives strategic
definitions
Freedom you receive to organize your tasks in your own way
Source: Research Data

As can be seen in Table 7, in comparison between the leaders and the leaders, it has been that the leaders
were the only ones to reach maximum marks for this category in five factors. Such factors were “Feeling of
safety”; “Recognition received”; “Assigning Responsible Tasks”; “Autonomy that counts ...”, and “Clear
perception of the mission”. On the other hand, those surveyed positioned themselves between 3.2 and 3.8 for these
same factors, thus showing that although the leaders were considered very satisfied in the organization with these
factors, not the same perception felt by the leaders presenting a dispersion between 6.7% to 26.7%. As for the
factors related to the challenges compatible with the qualification and expectations and the factor of feeling of
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self-realization, it is verified that the leaders positioned themselves more severely than those led, however, in
percentage terms there was a high dispersion.
It was also asked to the leaders that the 3 factors among those listed above that most impact on the favoring
of their motivation in the organization, being more cited the following:

1st place: Recognition received for your efforts

2nd place: Interpersonal relationship with co-workers

3rd place: Freedom to organize your tasks in your own way
It is verified, therefore, that the leaders of this company consider the “recognition received by their efforts”
as being the most important factor for facilitating the motivation to carry out the activities carried out according to
the function that each one occupies in the respective organization. It is important to note that the factor
“interpersonal relationship with co-workers” and “freedom to organize their tasks in their own way” are
highlighted, which highlights the possibility of attention on the part of leaders in this regard.
Finally, it should be pointed out that the factor that was ranked 3rd, obtained identical averages both by the
leaders and those led, with dispersion of 0.0%, which reaffirms the possibility of unanimity according to the
perception of both groups surveyed in this organization.
5.4 Characterization of Respondents
The questionnaire's characterization section sought to identify the following information: gender, age group,
educational level, working time in the company and, finally, the area of activity for the administrative and
pedagogical leaders and for the leaders general, pedagogical coordination and administrative supervision).
To further deepen the analysis, the results of the frequency distribution were divided into two groups:
respondents who act in the company as leaders and respondents who act as leaders.
5.4.1 Genre
The distribution of the gender among the 17 respondents, that is, the segregation between leaders and leaders
is shown in Table 8 below.
Table 8

Gender of respondents

LED

Leaders

TOTAL

Genre

Frequency

%

Frequência

%

Frequency

%

Female

11

78,6

3

100

14

82.4

Male

3

21,4

0

0

3

17.6

14

100,0

3

100

17

100.0

Total
Source: Research Data

According to the gender, 78.6% are women and 21.4% are men. This is explained by the fact that there is
usually more women in the area of pedagogy. In the group of leaders, there is a predominance of women. Such an
event can be justified by a pattern of memory that characterizes leading organizations, in addition, it should be
noted that an organization composed of 15 employees.
5.4.2 Age group
The age of the respondents is distributed in age groups, according to Table 9.
It is observed that, in the age range of 26 to 35 years, the majority of respondents (41.2%) are found. The
second most incident is 36 to 45 years, with 29.9%. Based on these data, it can be assumed that the company
prioritizes the hiring of younger people. The lower frequency of employees in the 18 to 25 age group can be
attributed to the retention of talent that, according to the manager's testimony, characterizes the company, which
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manages to maintain a low turnover, given that it offers good working conditions. That is: the current employees
entered the company very young and remained in it.
Table 9
Age Range

Age Range of Respondents

LED

Leaders

Total

Frequency

%

Frequency

Frequency

%

From 18 to 25 years old

2

14.3

0

0.0

2

14.3

From 26 a 35 years old

6

42.9

1

33.3

7

41.2

From 36 a 45 years old

3

21.4

2

66.7

5

29.9

From 46 a 55 years old

1

7.1

0

0.0

1

4.9

From 56 a 65 years old

1

7.1

0

0.0

1

4.9

1

7.1

0

0.0

1

4.9

14

100.0

3

100

17

100.0

66 years or over
Total
Source: Research Data.

%

5.4.3 Degree of Schooling
The level of education of the respondents is shown in Table 10 below.
Table 10

LED

Schooling
Until complete or incomplete elementary
school
Until complete or incomplete high school
Incomplete higher education
Complete Higher Education
Postgraduate
complete
(Specialization/MBA)
Total
Source: Research Data.

Degree of Schooling of Respondents

or

not

Leaders

Total

Frequency

%

Frequency

%

Frequency

%

2

14.3

0

0

2

11.8

5

35.7

1

33.3

6

35.3

0

0

1

33.3

1

5.9

5

35.7

0

0

5

29.4

2

14.3

1

33.3

3

17.6

14

100

3

100

17

100

It is noticed that the majority of the employees have education equal to or higher than the complete high
school and many have undergraduate or graduate. This can be justified by the area of education in which the
company operates, which usually requires a higher level of education and the reason why most of the workers
occupy the position of teacher.
Leaders are already concentrated in middle school, complete or incomplete, to incomplete higher education.
In this sense, it should be noted that in the case of the founder and principal manager, she has higher education. In
the area of pedagogical coordination, as it is a specialized area, it has as requisite higher education or postgraduate
in the area.
5.4.4 Working time in the Company
Respondents were also questioned as to the time they served in the company, i.e., the time spent in company
X studied, which is detailed in Table 11 below.
From the data presented in Table 11, it is observed that the majority of employees are in the working time range
in the company for “five years or more”. This can be explained according to reports of the managing partner himself,
because the people who work in the company are satisfied with the work environment of the organization.
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Table 11

Working Time of Respondents
LED

Time of Work in the Company

LEADERS

TOTAL

Frequency

%

Frequency

%

Frequency

%

Less than 1 year

3

21.4

0

0.0

3

17.6

More than 1 year and less than 5 years

4

28.6

0

0.0

4

23.5

Five years or more

7

50.0

3

100.0

10

58.8

Total

14

100.0

3

100.0

17

100.0

Source: Research Data.

It can be added to this result also, the average obtained in Table 1, regarding the perception of the leaders in
relation to the style of leadership employed in the company, which in this case was on the border between the
Advisory and Participative style, however, which is close to the second, which corroborates with the retention data
of those in the company, because the Participative style provides a more productive and satisfactory work
environment in organizations, as previously discussed by Likert (1971).
5.4.5 Area of Operation
Finally, the description of the area of action of the respondents is addressed, being the ones assigned in the
areas (administrative and pedagogical) and for the leaders (general management, pedagogical coordination and
administrative supervision).The distribution of frequencies to the leaders and leaders can be seen in detail in Table
12 below.
Table 12
Occupation Area

Area of the Action of the Respondents
LED

Leaders

Total

Frequency

%

Frequency

%

Frequency

%

Administrative

5

35.7

1

33.3

6

35.3

General Management

0

0.0

1

33.3

1

5.9

9

64.3

1

33.3

10

58.8

3

100.0

17

100.0

Pedagogical
Total
Source: Research Data.

14

It can be seen in Table 12 that the majority of those headed are concentrated in order of importance in the
“Pedagogical” area with 64.3%, followed by the “Administrative” area reaching 35.7% in this order.
The leaders achieved proportional results for the three areas of activity outlined above, with 33.3% each. The
total concentration by area is greater in the “Pedagogical” area of the company “X”, which can be easily
understood, as this company falls into the education segment, being therefore these key points of its activity,
representing 58, 8% of the total.

6. Conclusion
From the beginning of the twentieth century it has been found in the literature of the administrative sciences
that the human labor force was perceived as a simple productive piece. It was governed by the philosophy of
homo economicus, that is, individuals were treated as common resources of production, and these were easily
controlled by expectations of financial rewards.
With the passing of the years, new approaches have been developed and human resources management began
to seek the integration of workers within organizations as part of a dynamic and interconnected system. The
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Behavioral Theory emerged, spreading the philosophy of the “homo administrativus”, attributing the idea that man
is no longer motivated by the economic, but by the style of administering. It is in this context that the need to get
to know people in a deeper way, giving greater attention to their subjective aspects, can directly affect their
productivity in the work environment. It is then up to the administrator to know how to understand human nature
and guide them towards a common purpose, that is, to know how to lead a team.
Nowadays, there is a transformation in work environments and social media subjects that are engaged in
senses and values because people are living in an era that seeks to show society what they are and what role they
play in the organization. It is in these circumstances that the present research was elaborated, having as general
objective, as already explained, to identify the style of leadership that has been predominantly adopted by the
managers of the studied company, in the perception of the managers themselves and of their led.
To achieve this goal, specific objectives have been set. The first was to distinguish the main characteristics
associated with each style of leadership. In order to arrive at the answer of this, a theoretical revision was made on
the topic leadership, going through the varied approaches with regard to leadership styles. It is interesting to note
that the main authors were Likert, Pitcher, Kouzes and Posner, Northouse, Yukl.
The second specific objective was to identify how these characteristics are perceived in the organization’s
day-to-day life. Based on the theoretical assumptions of Pitcher (1995), through the application of a questionnaire
containing a table with 30 adjectives, they were distributed in three columns, hiding the correspondences between
autocratic styles, artisan and artist.
With this, it was possible to find, through the frequency of markings, according to the perspectives of the
leaders and led the predominance of the Craftsman style, but with significant presence also of the Artist style. The
Technocratic style did not reach a significant mark in the characteristics corresponding to it. This result can be
justified by the entrepreneurial profile of the owner company “X”, which is evidenced by the characteristics
attributed to the Craftsman style.
To reach the other specific objectives, a research instrument was elaborated and applied with a representative
sample, composed of 16 employees, of whom 3 were leaders and the others were led. However, the questionnaire
was answered by 15 people, because an employee was on medical leave at the time. With regard to the third
specific objective, we sought to identify how managers analyze their leadership. In this case, a questionnaire was
applied to the 3 managers of the company “X” in which there was a framework of behaviors based on Likert's
theory (1971) where the leaders should mark in the column a value ranging from 1 to 4.
The criterion proposed by Ferreira et al. (2015) is presented in frame 2, noting that the general average
reached is at the border between the consultative and participatory style. Although it is within the limits of the first,
it is very close to the second. Given that Likert, as already pointed out, advocates the participatory style as the
most effective, it is noted that in the company surveyed, the leaders are very close to this style.
It should also be noted that the leaders attributed higher markings on the items “team setting” and “rewards”
in which they reached averages of 3.6 and 3.6 respectively. On the other hand, those in the same category
attributed averages of 2.7 and 2.7 in this order.
Finally, in order to reach the fourth specific objective that was to be taken as the company’s employees
analyze the leadership to which they are submitted, the same questionnaire was also applied to managers, but with
adaptations in the same, to the profile of the thus tracing a comparative of perception that both groups had in
relation to the leadership that they are submitted in company “X”.
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It was noticed that in four evaluated aspects the average obtained was exactly the same. In nine others,
however, the leaders revealed a more favorable self-assessment than their own. Already in three other aspects, the
self-evaluation was inferior to the manifested perception by the ones led.
The evaluation of the way in which the team's objectives were established reached a 30% difference between
the perceptions of the leaders and those of the leaders, with the former manifesting a more optimistic observation
than the latter (average of 3.6 vs. 2.7). This fact demonstrates that, according to the division proposed by Likert
(1971), leaders understand that goal setting is passed through group action. On the other hand, the leaders perceive
that the objectives of the team are passed through the issuing of orders after discussion.
From this significant discrepancy between the perception of the leaders and the leaders, it is verified that the
leaders could take some action so that the leaders also reach the perception of the objectives through group action,
that is, with the establishment of goals in an equitable way .
With regard to the evaluation by the employees in relation to other company practices observed in the
workplace as motivation and satisfaction, the overall result was positive.
It was perceived that the leaders of this company consider the “recognition received by their efforts” as being
the most important factor for facilitating the motivation to carry out the activities carried out according to the
function that each one occupies in the respective organization. Already, in relation to satisfaction, both groups
judged themselves satisfied with the working environment of company “X”.
Finally, concluding and responding to the research problem, the perception of the leadership style adopted by
the managers of the company studied, in the perception of the managers themselves and their leaders is that the
leaders perceive the leadership as being between the consultative and participative style.
Although it is within the limits of the first, it is very close to the second. Considering that Likert, as already
pointed out, advocates participatory style as the most effective, it was noticed that in the company surveyed, the
leaders are very close to this style.
As for the leaders, these revealed a perception about the very behavior of leadership very close to that which
was manifested by the leaders. The result achieved, contrary to what was achieved w Therefore, it is perceived
that the organization “X” fits into the participatory style, which is a positive factor for it, besides favoring a more
adequate and productive environment. As a suggestion of future studies, we can mention the development of
complementary researches that seek to investigate the impacts that the managerial style observed has generated on
the quality of life at work and the results achieved by the studied organization. It would also be feasible to develop
studies similar to those presented here in other organizations with those led, corresponds to the participatory style,
but the score is very close.
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Feasibility Study to Introduce a New Product to the Market in a
Restaurant Chain in Pachuca, Hidalgo
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Abstract: The importance of economic issues in our society and the way they affect us individually and
collectively, raise the need for specific training that provides the necessary keys for companies to venture into new
business ideas. The present project gives an important contribution to the business perspective, since it allows the
promoter of a business opportunity to carry out a detailed study that will provide with certainty its viability
For this reason the company wants to launch a new product in a restaurant chain, which has 12 branches
located in Pachuca, Mexico and Queretaro. The project is based on the annual consumption of tea in the
aforementioned branches, seeking to satisfy the demand of customers under the idea of providing natural
alternatives and a more varied range in the tea menu.
Knowing that the success of a project is determined by the degree of feasibility presented in the operational,
technical and economic points of the plan, its structure includes information to assess the business and make
accurate decisions, describe the processes and logistics that the company will implement for the purchase, storage,
processing, distribution, promotion, advertising, sale and delivery of Gourmet Teas to customers, defining the
flow of products from the point of purchase to the point of consumption, with the purpose of establishing
strategies that allow to the consumer a quality drink at a competitive cost in the market, 100% natural, made with
different mixtures of dehydrated herbs.
Key words: feasibility; demand; plan; strategies; competitive advantage
JEL codes: M310

1. Introduction
Micro, small and medium enterprises are the backbone of the Mexican economy because of its high impact
on job creation and national production.
In the same way, according to data from the National Institute of Statistics and Geography, in Mexico
MSMEs generate 52% of the Gross Domestic Product and 72% of the country’s employment. Consequently, it is
important to pay special attention to the applicable strategies to support companies in their permanence and
growth. Hence the importance of a business plan, as this can help to start the idea.
Positioning a new product in the client's preference should not require improvisation to achieve success. A
gourmet product should be promoted by exalting its quality and benefits, creating a status for its consumers, and
Magdalena Pacheco Rivera, Master, Technological University of the Sierra Hidalguense.
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for this to have a market study to determine its feasibility and develop a business plan is a fundamental part of
success or failure of a new product in the market. The business plan is an essential tool for those who want to
carry on a business and to guide it as best as possible.
“It is expected that the consumption of tea in the country grow from 15 to 20 percent during 2017. In
addition to this, the preferences of the domestic market are mostly green tea, black tea and tisanes”, said the
experts Andrea Gutiérrez and Georgina Barragán, te Master of Star TREE Tea and founder of said company,
respectively (The Informant, 2017). This market growth goes hand in hand with the formation of new segments of
consumers who are looking for more natural and organic products.
It will be understood as business model to the way in which a company defines its vision, mission, policies
and strategy and then take them into practice through an articulation of its value chain accordingly to stay
competitive in the long term. From this mechanism, the company will define how to satisfy the needs of its
customers and consequently how it will obtain income to become sustainable.

2. Theoretical Revision
To validate the research process, it is necessary to base it on three axes: business plan, product (tea), and
consumer behavior.
2.1 Business Plan and Its Structure
The business plan is a written document that basically includes the objectives of the company, the strategies
to achieve them, the organizational structure, the amount of investment required to finance the project and
solutions to solve future problems (both internal and environmental).
It is also a guide where several key aspects are reflected: definition of the concept, what products or services
are offered, to which public the offer is directed and who are the competitors that are in the market, among others.
This without mentioning the precise calculation of how many resources are needed to start operations, how they
will be invested and what is the profit margin that is sought.
On the contrary, to what some entrepreneurs imagine, developing a business plan is less complicated than it
seems. Although each project is different, all part of having an idea and materialize it in writing based on five
basic points:

Ideological structure. It includes the name of the company, as well as the mission, vision, values and a
description of the competitive advantages of the business.

Structure of the environment. It is based on an analysis of the strengths and weaknesses of the company,
as well as the behavior of the sector in which it develops, market trends, competition and potential
customers.

Mechanical structure Here the distribution, sales, marketing and advertising strategies are listed, that is,
what actions have to be executed to achieve the success of the business idea.

Financial structure. This point is essential because it tests — based on calculations and scenarios
projections. the viability of the idea, speaking in economic terms, and whether it will generate an
attractive profit margin.

Human Resources. It helps define each of the jobs that must be covered and determines the rights and
obligations of each of the members that make up the organization (Entrepreneur, 2017).
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2.2 Teas, Characteristics, Consumption and Importance
It describes information about tea and the types that exist worldwide, this is in order to have detailed
information of the product that is intended to be launched in the short term.
Tea is a drink that is prepared from dried leaves of tea plant or small trees. Legend has it that the tea was
discovered by Emperor Shen Nung, when he was boiling water next to a tree and the tea leaf fell by accident into
the pot. This infusion was very comforting for what he began to take it constantly.
Tea is consumed by more than half of the world's population and can be taken as a hot or cold drink. It
contains a very low level of calories (2 kcal per cup) and is free of artificial colors or flavors (Mexico, 2014).
The term foods has its origin in Latin. It comes from alimentum, alimenti whose meaning is what is eaten
and drunk to grow and subsist; (in plural) subsistences. This word is formed by the verb alo, which means to
nourish, to raise, to make grow and the suffix -mentum that indicates means, instrument or result. In this way it
can be said that the original concept of this word is the means or instrument to nourish and make grow. As for the
word gourmet comes from French. Its registration in that language dates from the fourteenth century, as a
variation of an earlier form “gromme” which in turn came from the old French “gromet” — This pointed to the
servant of a wine merchant. The current meaning -gastronomy- comes from the eighteenth century (Current
Dictionary, 2017). At present, this term is used for high quality food products.
The main properties of tea are:

Prevents infections.

It helps to have a good digestion.

Helps keep your teeth healthier due to its high fluoride content.

Helps keep skin younger by its antioxidant property.

Improves the immune system.

Cardiovascular.

Helps reduce the risk of cancer thanks to its property containing lacatechins as they prevent the proliferation
of cancer cells. (Cabrera C, 2003)
Types of teas and their characteristics:

White tea

Red tea - Pue Erh
Oolong Tea- Blue Tea:
“Black Dragon”
Rooibos: the small tree
of South Africa
Source: Mexico (2014)

Table 1 Types of Teas
White tea is considered the most exquisite and refined, since from the whole leaves the youngest buds
are collected where all the energy of the plant is concentrated. This plant is one of the most beneficial
for health since its taste is considered exquisite and refined (Mexico, 2014).
Red tea has a very characteristic flavor, strong and earthy and its color is a dark reddish color. Its
ripening process may come to doubt for several years and it is particularly this fermentation process
that gives red tea its appreciated color, taste and exceptional properties
Blue tea is a “half way” between green tea and black tea, its manufacturing process is semi-fermented
which results in a softer taste than black tea, but stronger than green tea
Rooibos tea contains many health benefits, is a perfect alternative for relaxation, has digestive
properties and does not contain stimulants

2.3 Consumer Behavior
Consumer behavior is the decision process and physical activity that individuals perform when they search,
evaluate, acquire and use or consume goods, services or ideas to meet their needs (Rivera Camino, Arellano
Cueva, & Morelo Ayala, 2013).
Nowadays gourmet products are more sought after, due to their perception as high quality products, which
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project class and distinction, in addition to other factors such as their natural and organic origin. This product is
aimed at a specific segment of the market, made up of people over 14 years old looking for natural products, a
healthy life, who care about their health and who are constantly looking for new products in this area. They are
people who do not have time to buy, move through the sector and look for comfortable and sophisticated things.
The lifestyle of the consumer has two functions: to characterize the individual and direct his behavior; which
is going to identify the individual by means of a consistent pattern of behavior that defines the individual in their
way of being and expressing themselves, in addition to their external characteristics, which determine the way of
being and expressing themselves (Blogger, 2011). This is achieved through the purchase of products and/or
services that reaffirm their identity (I am what I buy).

Three principles of consumer behavior applied to gourmet products:
Price as a status symbol: In the absence of knowledge of the costs of production, brand, etc., it is common to
be guided by the price to assume that it is good (price = quality at a higher price, higher quality). In addition to
this, being able to buy a product that has a high price is an indicator of the economic capacity to have it, which
establishes a high social status, which is a desire of consumers who want to demonstrate that they are capable of
buying it (It is common for people spread that he buys something and it cost him so much, considering that the
price is a status indicator).
Change of concept to position a product in the preference of the consumer: The business of sales of teas
already exist, the way to create a market that demands them is to form a new category that puts them in the taste
of the consumer, giving the impression of providing a greater value, in this case when positioning it through
gourmet products, creates the perception that it is a product for only a part of society, establishing a segment that
is desirable to belong.
Create a service that establishes a lifestyle, for this principle should be considered that the products that are
consumed most are those that are fashionable and that create an identity to the person who consumes them. Using
concepts such as modernity, healthy, organic, reliable and/or sustainable are increasingly sought in products by
consumers.
2.4 Segmentation of Markets as Competitive Advantage, and Target Market Millennians
Market segmentation is a process that consists of dividing the total market of a good or service into several
smaller and internally homogeneous groups (León Ale, 2015). It is preferable to consider before segmenting two
types of market the target market or objective, which consists of a set of buyers who have common needs and/or
characteristics that the company or organization decides to serve (Kotler & Armstrong, 2008), or potential market,
which is that market made up of the group of customers that do not consume the product we want to offer, because
they do not have the characteristics required by us of the segment we want to sell, because they consume another
product (chicken), they buy from the competition, either a similar one or a substitute (canned tuna) ) or simply do
not consume for fear of affecting their health (Pelaez Avalos, 2009).
The importance of this procedure is to define the segment or niche (portion of a market segment in which
individuals have characteristics and homogeneous needs, and the latter are not fully covered by the general offer
of the market (The World Economy & Business, 2017), more attractive for our product, and with that, define and
elaborate the strategies that are required to consolidate ourselves in the market as a leader in consumer preference.
Entering a market with existing products limits us in the sense of positioning, i.e., the place occupied by
other products in the mind of the consumer, and especially the order in which it is located, as mentioned by Ries
and Trout (1986): “The fundamental approach of positioning is not to create something new and different, but to
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manipulate what is already in the mind, to re-link the connections that already exist.” Therefore create strategies
that allow to penetrate the taste of consumers and to establish their preference and loyalty, although loyalty is
something relative is a necessary aspect to improve sales.
2.4.1 Content
People who were born between 1986 and 2000 are known as millennials, so they should not be older than 30
years (Sánchez, 2015). They are more educated, more technological, more liberal from the political point of view
and less religious than previous generations (Puro Marketing, 2016).

Who are the millennials?

They are known as Generation and

Characterized because: They are heavy users of social media, they are lovers of communication,
technology, media, control their life and work independently, and are enterprising, creative.
Another aspect to take into account is that the purchase process is preferably online, leaving the stores or
catalogs aside, and also another aspect that should be taken into account are their habits and customs, and what
they consume: Categories Top of online purchases abroad by Mexican millennials are: entertainment and
education in digital formats such as e-books, courses, apps, music, movies, etc. (55%); clothing, footwear and
accessories (52%) and consumer electronics (41%). However, the category of clothing is the most commercialized,
both for millennials and for the total population of Latin America and the world (Mundo ejecutivo, 2016).
Millennials seek to express themselves through brands, they think that the brands they consume and use
define them (Soto, 2015), they have a great capacity for learning, but not necessarily to project long-term work in
them (Social Footprint, 2016). A Guardian investigation of income in Western countries revealed that young
people have a good reason to complain: in seven rich countries in particular, young people are destined to be
poorer than their parents. In the USA, young people are poorer than retirees (Conti, 2016), why then is this market
attractive ?, one, because of the size (already exceeding 75.4 million people, only in the USA), and its growth is
due in large part to the births of descendants of immigrants, especially from Latin America (Pereda, 2016), and the
other the desire to compare and demand better products, are not satisfied by what new products must be fulfilling
their expectations, therefore the cost is not a factor of interest, which means that they do not necessarily buy the
most expensive, but they consider the cost/benefit much, “the expensive is not necessarily the best”.
By segmenting and finding a target market it is easier to direct efforts to achieve better results in order to
position the product and brand of teas in the consumer’s preference.

3. Methodology
The project has a mixed approach, because it employs qualitative elements (SWOT and situational analysis
of the market and product) and quantitative elements (market size, sales forecasts, etc.).
A synthetic-analytical method is used, by which several elements are used (market research, study of the
situation of the micro and macro environment, financial analysis, feasibility analysis, etc.) to integrate a total
study of the case, and each element is seen individually and studied in an objective and particular way for its
better use (analytical), and its importance in general research is described.
The type of research is of a mixed nature, since sources of printed and digital information (documentary type)
were used for consultation, as well as a process of interacting with customers, suppliers, studying the competition
(field work). In addition, the description was used to detail the current market situation and the consumers that
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make up the product’s target segment.
3.1 Marketing Plan
3.1.1 Situational Analysis
It is vital to establish an effective situational analysis. An adequate analysis of the external environment as
internal consumption and organizational that allows a complete situational analysis.
3.1.2 Analysis of the External Environment
There are several factors of consideration when evaluating the external environment: competitive forces,
growth and stability of the economy, political tendencies, legal and regulatory factors, technological changes and
cultural trends. These elements lead to what would be a successful business if the company evaluates and
adequately defines them.
3.1.3 Analysis of the Competition
For the analysis of this section, 4 competitive forces are considered: total budget competitors, generic
competitors, product competitors and brand competitors.
The total budget competitors have to do with competing products not related to the products, and that attracts
the attention of the customers. Products other than teas, which can be produced by the same customers fall into
this category, also other products that can produce different teas.
Generic competitors are artificial raw materials, as well as chemical flavorings. With product competitors, we
refer to other raw materials for making teas and raw materials for other beverages.
The brand competitors are companies that are dedicated to selling the same infusions, the only thing that
makes them different is their brand, then a table with the most recognized competitors is appreciated directly and
indirectly.
Table 2
Brand competitors

Main Direct and Indirect Competitors
Generic
Competitors of products
competitors

Florite
Raw material for
teas

Inspira-te
Sandy
Rose
Gourmet
Teve

Competitors of total budget
Another line
(Herbalife)

Te

Other raw materials for
teas

of

products

Chemical flavors
Other drinks

Teasana
Tessito

4. Results
4.1 SWOT Analysis
The company has been administered in a family manner and therefore little formality has been taken in its
structure. It is necessary to perform an analysis of the environment that allows facing the current environments.
The strategies used in the company are categorized empirically, following the general manager’s perception,
a strategy that has worked and allowed him to be profitable, but insufficient to grow at the pace of current
situations. So to stay strong and consolidate in the market to which it belongs, it is necessary to implement
improvements that lead to a more formal administration.
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Table 3

SWOT Analysis

4.2 Consumption Analysis
It was carried out an analysis of consumption in the 12 branches of a restaurant chain.
Customers have expressed a taste for natural tea with healing properties and that the menu of them is more
varied. The table below is a comparison of teas in the restaurant chain.
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Table 4
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The project includes 11 infusions, 4 are traditional chamomile, mint, lemon and lemon tea and 7 are
compound teas such as: digestive tea, green tea, black tea, anti-insomnia relaxing tea, diuretic tea, anti-stress pain
tea and tea from moringa.
It is intended to reach potential customers, as the first potential customer is the restaurant chain and online
sales, later to restaurants, cafeterias and hotels, to clients with a high purchasing power, concerned about the
consumption of natural beverages. The commercial strategy will be aimed at more points of sale, including
supermarkets, convenience stores and direct sales to consumers. The marketing of the teas will be made in
presentations of plastic containers with a capacity of 250 grams, accessories for the service in restaurants will also
be sold: teapot with infuser of 500 ml, measuring spoon, cup with transparent glass plate and reclining bags with
capacity of 250 grams.
4.3 Business Model
To facilitate the management of resources, a model is proposed, shown in the following Figure 1.

What are the
relevant costs?

Who
are
suppliers?

most

our

What interest
attacking?

I

key
Who are we creating
value for?

What key resources dose
our value proposition
require?

Who
kind
of
relationship for each
segment?

What key activities dose
our value proposition
require?

What value are
willing to pay for?

am

Which channels do our
customers prefer?

they

Figure 1

Business Model

4.4 Method of Operation
The method of operation includes the description of the production process and the method with which
production is planned. The recommended method for planning production in the company is based on the pull
system, this system consists of producing only the quantity that the client demands. In the company this fact
occurs when a purchase order is generated. Next, the diagram of the production process is presented.
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Table 5

Method of Operation

4.5 Forecasts Using Different Methods
Table 6
Year
1
$144,499.11
$620,762.96
$765,262.06

Concept
Corporate sales
Online sales
TOTAL

Year
2
$151,724.06
$651,801.10
$803,525.17
Table 7

Flow ACT.
Balance

0
250,732.99
250,732.99

Sales Forecasts

1
403,309.40
152,576.41

Year
3
$153,310.26
$684,391.16
$843,701.42

Year
4
$167,275.78
$718,610.72
$885,886.49

Year
5
$175,639.57
$754,541.25
$930,180.82

Period of Investment Recovery
2
306,158.48
458,734.89

3
292,242.18
750,977.07

4
278,958.45
1,029,935.52

5
266,969.98
1,296,905.50

Recovery period
1.00
años
Table 9
Month
12
13
14
12
16
17
18
19
20
21
22
23
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Linear method
115
117
119
121
123
126
128
130
132
134
136
138

Forecasts Using Various Statistical Methods

Forecast method
115
117
119
121
123
126
128
130
132
134
136
138

Exponential method
110
112
115
117
119
121
124
126
128
131
133
136

Mobile averages
134
144
144
131
134
125
127
126
112
104
111
139

Random method
118
82
106
99
123
92
92
103
142
112
75
145
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Figure 1 Previous Year Sales Graph

Figure 2 Projected Sales Chart for the Following Year

213

Feasibility Study to Introduce a New Product to the Market in a Restaurant Chain in Pachuca, Hidalgo

5. Discussion
The objective was met, to know the viability of the project, since the purpose is to evaluate the feasibility
from the demand, financial and technical factors. Prepare a business plan, to then formulate a business model to
position the gourmet tea, in the preference of the consumer by means of the strategies of quality, value and organic
products for the health of its consumers.
According to the analyzes carried out, it is concluded that the project is viable, since the product has a
demand of 6500 cups per month in the 12 branches of the restaurant chain, where the highest consumption is of
the traditional teas, mint, chamomile and lemon.
There are 11 infusions of teas, green tea, black tea, digestive tea, anti-relaxant-insomnia, diuretic tea,
anti-pain — anti-stress and moringa tea.
$250,732.99 will be invested, the recovery of the investment is less than one year, the cost and sale price
varies from one infusion to another, the presentation of the product will be sold in plastic containers with a
capacity of 250 grams and refillable bags with a capacity of 250 grams. The sale price on average is $31.98
including VAT.
The evaluation of investment projects is nowadays a topic of great interest and importance, since through this
process the advantages and disadvantages of allocating resources to a specific project are evaluated qualitatively
and quantitatively. The project analysis is a method to present the best use of scarce resources and the correct
evaluation that is made to the projects, so that they contribute to the medium or long term development of a
specific company and the economy in general. from a country.
The contributions of the project are beneficial for business studies, since it is an analysis that is carried out
through a process of several technical, financial and administrative approaches that allow the employer to make
accurate decisions and not put at risk the resources of the company .
The fact of having a business plan does not ensure the success of a company, but if it makes the road and the
realization of it easier and more accurate since having a developed plan allows companies to anticipate and
prevent certain events.
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The District of Tiquaruçu As Reference in the Use of Social Techonolgy for the
Production of Bonsai
Lucivânia da Silva Moura, Alessandra Oliveira Teles, JoséRaimundo Oliveira Lima
(Universidade Estadual de Feira de Santana, Brazil)

Abstract: The Incubator of Solidary and Popular Economy Initiatives of the State University of Feira de
Santana (IEPS-UEFS) has been trying to call the attention for the great potential of the semiarid region over time.
The partnership with a group of family farmers of the district of Tiquaruçu –Feira de Santana (BA) represents this
action which tries to value their work, cultivation and trade of ornamental plants, among which bonsai made with
caatinga plants. The objective is to understand the relevance of associative organization of social technologies in
marks of geographic indication of the activities of a group which produces bonsai with caatinga plants in the
district of Tiquaruçu mediated by IEPS-UEFS. The proposal is a theoretical research based on the gathering of
information obtained from the work made with the group.
Key words: economic development; innovation; technological change
JEL codes: O

1. Introduction
The Brazilian semiarid is a climatic zone which covers not only natural forms, but also important social ones,
and that reflects the daily routine of a people who struggle for the reaffirmation of its space in and out of the
territory.
When it comes to the semiarid region of Bahia, Feira de Santana is part of this context. The northern region
of this city is an area in which semiarid climate has some peculiarities that highlight the diversity of the region,
specially the district of Tiquaruçu, located in the north of the city.
The district of Tiquaruçu, despite the process of rural exodus which reflects the reality of a great portion of
the cities in Bahia, represents a great highlight concerning its expression in the rural commercial sector of Feira de
Santana. That is the case of a group of family farmers who have been living in the district for 20 years and,
through millenary Japanese technique incorporated to local culture, obtain the majority of their income from the
production of bonsai made with native plants from the Caatinga biome.
The Incubator of Solidary and Popular Economy Initiatives Program of the State University of Feira de
Santana (IEPS-UEFS), through its research projects and works, relies on faculty, students and volunteers working
with popular groups that act according to another economy, following the principles of cooperation, solidarity and
self-management. In that scenario, we got the opportunity to be in contact with the work of farmers and proposed
Alessandra Teles, Ph.D., Universidade Estadual de Feira de Santana; research areas/interests: social technology, popular and
solidarity economy, local development, regional analysis. E-mail: aoteles@uefs.br.
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partnership through the Ornamental Plants Project. The objective of this project is to promote the access of a
group of family farmers in Tiquaruçu to the space of the cafeteria of Module I, aiming at composing the network
of commercialization of popular economy regional products through sales of native ornamental plants.
Bonsai is a Japanese-origin art which means tree on a tray. The great differential of the bonsai this family
produces lies on the use of simple techniques with appropriation of social technology in the forms of production,
reproduction, learning and teaching of such techniques that have been added to this art due to the fact of being
inserted in a peculiar soil and climate condition — the semiarid region of Bahia.
In that context, Tiquaruçu has become a reference in the production of Bonsai in the Caatinga. For that
purpose, it is necessary the creation of a reference term anchored in Geographic Indication that ensures not only
the protection of Tiquaruçu Bonsai trademark, but also the legitimacy of the importance of Social Technology use
by the population of the district.
It is known that the process that involves the register of geographic indication is not simple, and for that
purpose, IEPS-UEFS would intermediate the creation of such term collaborating not only with the bureaucratic
procedures, but also with the strengthening of the work associated among the members of family farmers. Thus,
the creation of a reference term for the Bonsai would make possible for the city of Feira de Santana to recognize
the valuing of popular knowledge and stimulate other producers to use accessible technology associated to
know-how that does not demand complex learning techniques.
This article discusses an ongoing work which started with the proposal of a Scientific Initiation research and
the intention to make it a Master’s degree project. That is the reason why specific objectives are necessary and
possible future changes may occur. Thus, our general objective is to understand the relevance of associative
organization of social technologies on geographic indication marks of bonsai producers that use plants from the
Caatinga region of Tiquaruçu district — Feira de Santana–Bahia intermediated by IEPS -UEFS.
As for the specific objectives, we have: to prove the use of Social Technologies in the bonsai production
process; to provide family farmers who produce bonsai in Tiquaruçu a better understanding about associative
organization in search for Geographic Indication (GI); to promote dissemination of Social Technologies used in
the production of bonsai in Tiquaruçu among inhabitants of the district; to promote the local knowledge through
the creation of a reference term of Tiquaruçu bonsai. Considering that the research will be developed with family
farmers from the district of Tiquaruçu, the social context of this work involves the understanding of the district’s
geographic characteristics, maps, books and online sources used in the research of factors that influence the
formation of natural landscape such as relief, climate, vegetation and soil.
The research-action is the guiding principle of all phases of the research which, according to Thiollent (2000,
p. 14) “[…] is conceived in close association with an action or solution for a collective problem in which
researchers and representative subjects are involved in a cooperative and participative way”. For that purpose,
anchored on research-action, the phases of research will proceed as following: participation in the process of
bonsai production, aiming at understanding how the phases of production process develop as well as the use of
Social Technology; chat wheels involving family farmers bonsai producers and other inhabitants of Tiquaruçu to
understand the history of formation and organization of the place; meeting with local associations to apprehend
the way bonsai is produced.
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2. Tiquaruçu Bonsai
A great part of the territory of Bahia is located in the climate zone of semiarid. Data from Semiarid Report
published by Superintendência de Estudos Sociais e Econômicos da Bahia (Superintendency of Social and
Economic Studies of Bahia – SEI) in 2012 register that the semiarid region is composed by 265 cities, which
correspond to 70% of this territory. These cities represent 27% of total GDP and 46% of agriculture GDP,
(SEI/BA, 2012). The semiarid region of Bahia covers a significant area of the Brazilian territory, specially
concerning cultural and economic aspects, which have peculiar characteristics reflecting a legacy marked by
territorial dispute and continuous search to reaffirm the space through population resistance.
The city of Feira de Santana – Bahia is located in a region of ecotone, an area of transition between two kinds
of biomes: in the south, vegetation that suffers influence from climatic conditions of Recôncavo, a border region
of the city. In the north, the Caatinga reflects the semiarid climate, also present in the region. The city is formed by
8 districts: Humildes, Jaíba, Governador Dr. João Durval Carneiro, Bonfim de Feira, Jaguara, Maria Quitéria,
Matinha and Tiquaruçu. The north region of Feira de Santana is an area in which the semiarid climate has distinct
characteristics that highlight the region diversity, specially the district of Tiquaruçu, located in the North of the
city, south of Santa Barbara city, west of Santanópolis and east of BR116 North (Federal road).
Despite the little representation of rural population in the district of Tiquaruçu (6.8%) according to Santos
(2007), in relation to other districts, one cannot neglect its importance as a mark of expressive cultural
manifestation of the city. In this scenario, the traditional Festa de Reis, which takes place every January, stands out.
Another relevant factor is the participation of small groups of farmers in street markets in downtown Feira de
Santana. This condition provides the families involved their income as well as the dynamics of the city’s
commerce, promoting an important trade network in the region.
In that aspect, the district of Tiquaruçu, despite the fact that it has gone through a process of rural exodus
(reality experienced by many cities of Bahia), is a highlight in the rural commerce sector of Feira de Santana.
Thus, family farming is a reality of a great part of the rural population of the district as a means of income, as well
as the maintenance of a historical and cultural legacy that is beyond measurement of losses and gains from the
point of view of economic indicators.
In this perspective, it is worth mentioning a group of family farmers that has lived in the district for 20 years
and get their income from the associated work through a millenary Japanese technique, the bonsai, made out of
native plants from the Caatinga biome.
The family, who lives in a farm named Chácara dos Olhos Verdes, had their first contact with IEPS-UEFS in
2015 from a proposal of partnership between a group of farmers and solidary canteens, a space where the family
would exhibit their products and exchange experience with other subjects involved in the projects.
These farmers had their income from work with commerce at first. After participating in an exhibit promoted
by an association of which they are members, they found out bonsai and realized it would be possible to reproduce
the art using their own techniques, adding aesthetical regional characteristics, using plants from Caatinga in the
region of Tiquaruçu.
Since then, the family has been improving not only the cultivation, but also the teaching through exclusive
methods and the use of Social Technologies (TS) as the main path to learning and promoting art. According to
Rios and Lima (2016, p. 2): “Social Technology fosters positive aspects which Conventional Technology lacks,
such as the development of local communities. The problem is that such knowledge is not disseminated”.
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The explanation is that TS is directly associated to popular classes. That is the reason why it is not given the
proper importance. Thus, the use of Conventional Technology ends up camouflaging the richness of popular
creativity offered by TS, which is cultivated and sustained by knowledge that preserves local culture, environment
and solidarity among subjects. According to Fernandes and Maciel (2010, p. 10):
[...] it is important to highlight that TS always considers the peculiarities of local realities that are directly related to
collective and democratic organizational processes. It ends up representing solutions to overcoming different situations of
social vulnerability and social exclusion, improving life conditions of those involved with TS.

According to the citation, family farmers of Tiquaruçu represent a great potential concerning the diffusion of
TS as the one applied in the production of bonsai due to the form of learning, cultivation and teaching by
producers.
One of the criteria used for acknowledging a product in IG mark is the attribution of the product to organized
groups, such as cooperatives, not to private ones. The collaboration IEPS-UEFS with family farmers also works
out in that sense through spaces of formation, discussing politics and reinforcing solidary economy with the
objective of creating consciousness in the use of social technology not only due to the low cost they represent, but
also to its importance for the development of the location where it is applied.
Some authors or institutions approach TS in the perspective of social inclusion such as Fundação Banco do
Brasil (FBB) which, in 2001, launched Banco de Tecnologias Sociais (Social Technology Bank). This bank has
registered 850 technologies since its creation: programs, projects and initiatives from all parts of Brazil with
solutions for specific social problems. A brief analysis related to these registered technologies allows us to observe
that, despite the fact that there are some initiatives that present low cost, environmental concern, possibility of
income generation among other characteristics which define a technology as social, there is a great majority that
presents a high value for implementation. It brings a false idea that it is environmentally adequate, without
worrying with political and social character of people involved in the process of implementation (the case of some
educational technologies) and some do not consider the involvement of the population in a way to foster the
principles of Solidary Economy.
For a better analysis, we selected 4 TS registered in the Social Technology Bank of FBB, which compose a
table that separates them by: name of Social Technology, social function and location.
Table 1
Social Technology
Flora Tietê
Programa
Água Limpa

Banheiro Redondo

Some Technologies Registered in the Bank of Social Technology of FBB

Social Function
Provide income to small farmers of rural settlements through reforestation projects
with Eucalyptus seedlings, and avoid cutting of native trees to supply the timber
sector.
Develop a systematic rural sanitation action, with the objective of improving quality
of life of families that live in the rural area of the city of Caxias do Sul, encouraging
preservation and recovery of native vegetation, soil and hydric resources
conservation.
Build restrooms in the rural area guaranteeing basic sanitation to rural families,
contributing to health maintenance, environment preservation and water saving in
order to improve quality of life in Brazilian semiarid region.

Location
Penápolis/SP

Caxias do Sul/RS

Recife/PE

Source: Adapted from Social Technology database of Banco do Brasil Foundation

Despite the importance of each cited project, due to necessities Brazilian population might have, one cannot
help making some inference related to the referred technologies. Flora do Tietêis one example of technology that,
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besides its high cost, has great environmental impact demonstrated by scientific research. It is known that
Eucalyptus trees are extremely allelopath (it does not allow the growth of other species in the surroundings) and
demands a large amount of water for cultivation (around 360 liters/day for each plant).
In other words, if one considers that the income generation alone promoted by implementation of
monoculture is a TS, it is the same as reducing the meaning of TS itself to income generation only. Furthermore, it
is not taking into consideration the environmental impact, high cost for implementation of plant nursery and the
local potential of native flora that could be recovered through sustainable consortiums widely known around the
world.
The TS named Àgua Limpa also has high cost considering that fact that it was created to small farmers. The
TS is feasible only through partnerships with financial institutions. The applicability of such TS to small farmers
(the way described in the project) exempts responsibility of great producers and also participation of urban
population, consumers of hydric resources. By doing so, network awareness is left behind. Such awareness,
brought by the TS, is achieved through popular education with a work calling the attention to the causes and
effects of deforestation, pollution and hydric resources waste.
The “Banheiro Redondo” Technology is a great alternative for the needy population from northeast semiarid.
However, it requires specific material for building, which demands costs, due to the fact that these people have
low income.
In general, the TS presented by FBB points out two important aspects. The first one is about the
understanding or appropriation of such technologies. It is necessary to think how, by whom and for whom they are
being produced to because if they do not reach society as a whole, it becomes only reproduction of Conventional
Technology. Mainly, if we consider principles such as collective purpose, local development, environmental
preservation and fair trade. A second aspect refers to existence of Technologies that are really more adapted to
society. It is worth highlighting the Tiquaruçu bonsai in which TS is present from the choice of the plant to the
form of reproduction and teaching of the art. The following table (Table 2) shows the TS used during the process
of reproduction.
Table 2

Composition of Social Techonolgies That Involve Cultivation of Bonsai in Tiquaruçu

Tecnology

Function

Plants of caatinga biome

decoration/Bonsai

Home-made biofertilizers

Plant nutrition

Home-made fertilizers (solid)

Fertilization

Natural insecticide

Pest control

Adapted tools

Production/maintenance

Source: MOURA, 2018.

The forms of bonsai cultivation in Tiquaruçu alone constitute a TS because, due to the fact that they are an
oriental art and the plants used have a peculiar format and special care, one could not imagine reproduction with
caatinga plants.
When these family farmers could adapt this art to an environment considered so hostile such as the semiarid
climate, using plants with adapted radicular system and leaves that can control evapotranspiration in order not to
waste water, has made caatinga bonsai even more special. Caatinga plants are easy to access and can be cultivated
by any person.
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Tiquaruçu bonsai does not require the use of chemicals because most of it is produced using home-made
recipes in the production of biofertilizers, natural insecticides, organic fertilizers and, most important, the
miniature trees are actually replicates of what they look like in nature, with their forms and natural shapes, typical
of the caatinga biome.
Concerning the way the group has learned the art, it was made possible by the curiosity and observation that
made them seek improvement, associating oriental techniques to local ones. In other words, the way popular
knowledge is made, accumulated and increased according to Freire (1980). Thus, from the knowledge acquired by
trial and error with the art involved in the work, according to Tiriba (2014), these farmers share their knowledge
without restrictions or priorities through courses, mini-courses and workshops.
No doubt the work developed by the family farmers of Tiquaruçu reveals the various positive aspects
involved in the work in associated and socio-productive character. This work, anchored on Social Technology,
having the semiarid region of Bahia as scenery may express the creation of an adequate territory for the incentive
of practice and diffusion of simple technologies.
The territory studied in the research is the district of Tiquaruçu, assigning the idea of “used territory”, term
that Milton Santos (1999) claimed to consider the territory with its socio-spatial dynamics that shapes its content,
for the author
[...] If one takes it from its contents, a content shape, the territory has to be seen as something that is in process. It is the
life frame of us all, in its global dimension, national dimension, intermediate dimension and local dimension (Santos,
1999, p. 19).

In this scenario, Tiquaruçu assumes the form of territory when seen as location where local and global
relations of power are reflected. In addition, when some economy and global rules are established, characteristic
that affects local dynamics. In this aspect, the content is configured in the peculiarities of such territory (Tiquaruçu)
in which are inserted the forms of local production, entertainment options, reproduction of local knowledge and
all factors that compose local ways of living that influence the territory dynamics.
Due to all these peculiarities, it is necessary to create a reference term for Tiquaruçu bonsai through
Geographic Indication (IG). The National Institute of Industrial Protection (INPI) considers that IG:
It is used to identify the origin of products or services when the place has become known or when a specific characteristic
or quality of product or service is present. The IG has two categories: Denomination of origin (DO) and Indication of
Origin (IP) (Instituto Nacional De Proteção Industrial, 2013).

In this context, by creating the reference term, we would be not only protecting the creation of the group of
family farmers, but also establishing the district of Tiquaruçu as a territory that covers potentials directly linked to
the geographic location. Tiquaruçu bonsai is an example of art whose characteristics reflect cultural, soil and
climate conditions. The law of intellectual property — LPI (Law 9.279/96), article 177, defines intellectual
property.
[...] Indication of Origin is the geographic name of a country, region or location of a territory that has become known as a
center of production or extraction of a determined product or service provision (LPI, 1996).

The best modality that fits such reference term is the denomination of origin (DO), considering these bonsai
acquire form, size and specific values because they are produced in a territory where, among other factors, the
climate, the soil and the culture shape them. The law of intellectual property (LPI – Law 9.279/96) also defines
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the denomination of origin in article 178:
[...] Denomination of origin is the geographic name of the country, city, region or location of a territory that designates
product or service whose characteristic qualities derive from geographic environment, which includes natural and human
factors (LPI, 1996).

In this context, the importance of the reference term plays a significant role beyond acknowledgement of its
legal form. It also makes possible for the District of Tiquaruçu to become a reference territory not only due to the
excellence in the production of caatinga bonsai, but also to the strengthening, promotion and export of the use of
social technology, contributing for the promotion of knowledge and local traditions of that territory.

3. Final Considerations
The special character of bonsai produced by family farmers of Tiquaruçu lies not only in the plants used for
its production, but also in the raw material, forms of use, treatment and the socio-environmental context they are
part of. It is noticed when one considers that the Social Technologies adopted by farmers are beyond the use of
manufactured tools. When caatinga plants are used the care is distinct from that of cold weather plants. The
resistance of species and other characteristics that condition the “less elaborated” cultivation, end up influencing
in the form of bonsai because they assume a structure extremely similar to the natural one.
The Geographic indication, more than a certification stamp, means promotion of organized groups, product,
farmers (in the case of Tiquaruçu bonsai) and the location itself. The potential of the farmers as promoters of the
use of simple technologies may influence other farmers to produce environment-friendly. It also helps promoting
local culture and valuation of the species from the caatinga biome.
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Applying Simulation Method in Determining the Queue Service Capability:
Empirical for ATM
Nguyen Huy Tuan
(Faculty of Business Administration, Duy Tan University, Da Nang City 550000, Vietnam)

Abstract: This research aims to systematize some basic theories of simulation methods, to apply simulation
methods in defining the queue service and empirical study for ATM facility. One of the main findings of the
research is: (i) Establishment of a general model for defining queue service capacity, (ii) Establishment of a
simulation program of capacity utilization through the assessment of parameters: the number of customers using
the service, the number of customers leaving; the waiting time of customers; the idle time of facility, and (iii)
formulating a suitable simulation technique which will reduce idle time of servers and waiting time of customers
for any bank having ATM facility. This simulation technique will be helpful for any company improving and
enhancing customer’s satisfaction.
Key words: service capability; simulation; ATM
JEL codes: O

1. Introduction
Along with the development trend in the direction of deep integration, a queue service system with high-tech
elements are really necessary for modern civilized society. This has opened up many promising business
opportunities for businesses. Lavenberg (1989) stated that simulation has been found as an effective tool for
studying complex queue models. The estimation of probabilities in the queue network has received considerable
attention in the simulation literature. Queuing theory has been applied to many business situations in practice. All
queue situations are related to the appearance of customers (Hira & Gupta, 2004). In general, customers expect a
certain level of service from businesses while businesses use capacity to meet customer needs and try to keep
costs to a minimum (Vasumathi & Dhanavanthan, 2010). Therefore, companies are always interested in an
effective queue service capacity system.
There are many activities to provide products and services in which the characteristics of the queue system
appear (customers wait to be served) such as: waiting for medical treatment, waiting for check-in at the airline,
waiting for payment at the supermarket, waiting to fill up the gas, ... This article focuses on the case study of ATM
services to determine the ATM capacity in the relationship to meet the customers demand. There are many
methods that can be used in ATM network layouts such as intuitive methods, profit-cost analysis, scoring methods,
transportation problems, load distances and optimal mathematical models (Jacobs & Chase, 2008). We can apply

Nguyen Huy Tuan, MBA, Faculty of Business Administration, Duy Tan University, research area: business administration.
E-mail: nhuytuandtu@gmail.com.
224

Applying Simulation Method in Determining the Queue Service Capability: Empirical for ATM

these methods to identify a network of suitable locations to place ATMs (Ho Tan Tuyen & Nguyen Huy Tuan,
2014). However, the remaining problem is that at each designated location, how many ATMs are located at that
location. One method that can be used to solve this problem is a simulation method (Vasumathi & Dhanavanthan,
2010; Zhang et al., 2018). As an outstanding method, through a simulation program is set up, the bank will decide
quicly how many ATMs are best to put together at the same place, this help reduce costs for banks (Vasumathi &
Dhanavanthan, 2010).

2. Literature Review
This study approaches the queue system with three major components: (1) the inflow of system, (2) the
servicing system, and (3) outflow of system (Gross & Harris, 1974; Jacobs & Chase, 2017). The inflow of system
is expressed through the source population and the way customers arrive at the system, the source population can
be finite or infinite. The servicing system is expressed through factors such as manpower, premises and equipment
used in the customer service process. The scale of the system reflects the queue servicing capacity of businesses.
The outflow of system reflects the number of customers served/ not served, customer satisfaction, and the benefits
of business.
Jacobs and Chase (2017) showed specific parameters in four queue models, including three queue models
with infinite source population (Single channel-Single phase; Single channel-Multi phase; Multi channel-Multi
phase), and one queue model with finite source population. Specifically, (i) the queue model with Single
channel-Single phase: the source population is infinite, the distribution of arrival is exponential, the servicing rule
is first come first served, and the length of waiting line is unlimited. (ii) The queue model with Single
channel-Multi phase: the source population is infinite, the distribution of arrival is constant, the servicing rule is
first come first served, and the length of waiting line is unlimited. (iii) The queue model with Multi channel-Multi
phase: the source population is infinite, the distribution of arrival is a Poisson type, the servicing rule is first come
first served, and the length of waiting line is unlimited. (iv) The queue model with the finite source population: the
distribution of arrival is a Poisson type, the servicing rule is first come first served, and the length of waiting line
is unlimited. Jacobs and Chase (2017) also said that in addition to these queue models, there are many other queue
models but the calculation formulas and solutions are quite complicated, so it is necessary to use simulation tools
on the computers. This topic considers solving queue models with Single channel-Single phase and Multi
channel-Single phase in which the distribution on arrival is the random probability distribution with the estimated
probability density function based on the observed data from the practical system.
Considering the operation of ATM systems in banks, there are two queue models: (i) Single channel-Single
phase (in a specific location, there is only one ATM), and (ii) Multi channel-Single phase (in a specific location,
there are tow or more ATMs). The inflow of these systems has an infinite source population (there are many
customers and each customer can come to use the service many times), the arrival time of the customer usually
has a power distribution form (Vasumathi & Dhanavanthan, 2010), the servicing rule is the first-come first served.
The criteria used to evaluate the queue service capacity system include: (i) the number of customers using the
system, (ii) the number of customers leaving, (iii) the time waiting of customers, (iv) The idle time of service
capacity system (Jacobs & Chase, 2008).

3. Study Research
There are many different methods in determining service capacity needs, such as qualitative analysis methods,
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customer scale analysis methods, and experience-based methods, through operational experience, the capacity to
wait for the queue is determined, and then evaluate the efficiency of using the queue service capacity to make
adjustments to suit the changes in uncertain conditions (Cliff & Jonathan, 2013). In addition, businesses can use
simulation methods by using simulation techniques in order to determine queue capacity needs to find results.
Activities that need to be performed in the simulation method include: (i) observing customer happenings,
integrating initial data, processing data, setting up simulation program on computer, running simulation program,
analysing and making the decision (Anderson, 2014). The greatest benefit of this method is that there is no need to
renovate the real system, so there are no additional costs; it does not take much time to wait for the evaluation of
effectiveness; and it help make decisions quickly to use the queue service capacity (Zeng, Ma, & Qi, 2010). The
results extracted from simulations are reliable based on large number rules. Furthermore the simulation results are
clear, scientific and persuasive (Kimita, Tateyama, & Shimomura, 2012). Through the simulation method,
enterprises can avoid unforeseen circumstances and make adjustments to make decisions with better expected
results. Discovering probability distribution rules of events is a key factor in using simulation methods (Kos, Hess,
& Hess, 2006). Objectively, the simulation method are evaluated as a modern method, in accordance with the
continuous development of information technology.
3.1 The General Simulation Model
The general simulation model is described in Figure 1, accordingly:
(1) Selecting an observation position; Observing customer
happenings.

(2) Developing probability distribution tables about: Arrival time
of customers during and outside peak periods; The ability of
customers leaving; Transaction time of customers.

(3) Setting up a simulation program and running simulation
program to each alternative.

(4) Summarizing simulation results of altenatives: Number of
customers served; Number of customers leaving; Waiting time of
customers; Idle time of facilities.

(5) Comparing, analyzing, evaluating and selecting the optimal
alternative.
Figure 1 The General Simulation Model

(1) Selecting an observation location, observing customer happenings to get initial primary data: Arrival time
of customers during and outside peak periods; the ability of customers leaving; Transaction time of customers. (2)
From the initial primary data, developing probability distribution tables about: Arrival time of customers during
and outside peak periods; the ability of customers leaving; Transaction time of customers. (3) With each
alternative, setting up a simulation program and running simulation program (performing in repeating many times)
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by using Microsoft Excel software. Increase reliability of simulation results by performing multiple simulations.
(4) Summarizing simulation results of alternatives: Number of customers served; Number of turns of customers
leaving; Waiting time of customers; idle time of facilities. (5) Comparing, analyzing, evaluating and selecting the
optimal alternative.
3.2 Setting Up a Simulation Program
Number of service capacity: N
Starting simulation time: T
Ending simulation time: T0

False

T belongs to the peak periods?
True

Simulating the arrival time outside the
peak periods

Simulating arrival time during peak periods

Calculating the time of arrival

Simulating customer leaving
Time of simulation:
T = time of arrival

True
Customer leaving?
False
Number of idle machines at the arrival time

Calculating the idle time of the machines

True

Number of idle machines > 0?

Starting transaction time = Arrival time

False
Starting transaction time = The earliest ending
time

Time customers wait = 0

Calculating the waiting time of customer wait

Simulating transaction time
Calculating the end transaction time
False

True

End transaction time < T0
Figure 2

Number of customers served; Number of
customers leaving; Waiting time of
customers; Idle time of facilities.

Diagram of Simulation Program Using of Service Capacity
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Figure 2 shows diagram of simulation program using of service capacity. This simulation program is built to
apply for many alternatives of capacity at the same position, generalizing with the capacity of N units, this helps
determine the optimal service capacity demand.

4. Empirical Research for ATM
4.1 Scope of Experimental Application
The common weekly working period of Vietnamese organizations (including banks) is from Monday to
Saturday (six days per week), so the decision on the number of adjacent ATMs at the same location will depend on
the use of ATM services during that period. In other words, Weekends (Sunday) are less dominant in decision
making. Therefore, in the application of the simulation program, this article only shows the observed contents in
the days from Monday to Saturday in order to form research data. Because of similarities of working days in the
week, the simulation program will be implemented in one day from 7:00 AM to 18:00 PM and simulation results
reflect the situation of the days within that review period (Monday to Saturday). In order to ensure reliability, the
author will perform 30 different simulations, then calculating the average parameters such as the number of
customers using ATM services, the number of customers leaving, the waiting time of customers. And the idle time
of ATMs.
4.2 Location of Research and Observation of Customer Happenings
The model of simulation program (Figure 2) can be applied to perform at any location where the bank
chooses to place ATMs. The location selected in this study is location of ATMs at 23 Phan Dinh Phung Street, Hai
Chau I Ward, Hai Chau District, Da Nang City. There are 03 adjacent ATMs at this location. In order to ensure
representation, 936 customers are reviewed within 6 days. The observation time in each day is classified into two
ranges: outside the peak periods (from 7:00 AM to 11:00 AM or from 12:15 PM to 17:00 PM) and during peak
periods. The peak period has the high density of customers using ATM system, usually the time when customers
finish working hours from 11:00 AM to 12:15 PM or from 17:00 PM to 18:00 PM.
Table 2 shows that the arrival time of each customer is observed in the order of appearance in time. Moreover,
the customers leaving, the transaction time of customers is also recorded specifically. The arrival time in minutes
is the result of the difference between the arrival time of two consecutive customers. Customers can leave for
many reasons such as not continuing to implement the transaction because of waiting too long or for other reasons.
The transaction time is the time from the start of the transaction to the end of the transaction (Exiting the ATM
system).
4.3 Probability Distribution of Arrival Time
Using the results of observing the situation of using customers’ ATM services (Table 1), the probability
distribution tables are developed in Table 2, Table 3 and Table 4.
The distribution rule of arrival time inside and outside the peak period and the distribution density function is
estimated respectively (Figure 3). The arrival time of customers is a random quantity with a probability
distribution table including 21 events. Table 2 shows: The outside the peak period, the arrival time of 0-minute
with a probability of 0.023, this means that the probability of two customers arriving at the same time outside the
peak period is 2.3%. The inside the peak period, the arrival time of one minute with a probability of 0.056, this
means that the probability of the customer appearing after a minute from previous customer is 5.6%.
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Table 1
No.

Observed Data in Brief About the Situation of Using ATM System

Arrival time (minutes)
Leave (×)
Outside the peak period: From 7:00 AM July 10th, 2018
1
7:08
8
2
7:12
4
3
7:16
4
4
7:21
5
5
7:29
8
X
6
7:32
3
7
7:34
2
8
7:39
5
9
7:41
2
10
7:42
1
11
7:43
1
12
7:47
4
13
7:51
4
14
7:54
3
15
7:57
3
16
8:02
5
17
8:09
7
18
8:13
4
19
8:18
5
20
8:25
7
21
8:30
5
…
…
…
…
936
18:04
5
Source: Extracting from observation results at the ATM location.
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
Tổng

Arrival time

Table 2
Arrival Time (minutes)
0
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

Table of Distribution Probability of Arrival Time
Probability
Outside the peak period
0.023
0.082
0.114
0.109
0.212
0.202
0.038
0.156
0.038
0.006
0.006
0.000
0.000
0.000
0.001
0.001
0.001
0.000
0.001
0.001
0.007
1.000

Transaction time (minutes)
4
2
4
8
3
3
5
5
9
5
6
3
1
7
4
9
4
9
3
8
4
…
2

During the peak period
0.116
0.056
0.129
0.185
0.198
0.233
0.052
0.030
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
1.000

Source: Processing results from observation data.
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Table 3

Table of Distribution of Probability of Leaving Ability (Arriving But Not Transacting)

No.

Customer status

1

X

2

Probability
Leaving

0.036

Not Leaving

0.964

Total

1.000

Source: Processing results from observation data.

The leaving ability of customers is a random quantity with a probability distribution table including two
events (leaving, not leaving). The probability of leaving customers of 3.6%, not leaving 96.4%.
The transaction time of customers is a random quantity with a probability distribution table including ten
events (Table 4). The probability of transaction time in one minute is 4.6%. The probability of transaction time in
two minutes is 2.9 %. The probability of transaction time in three minutes is 14.5 %. Reviewing similarly, the
probability of transaction time in ten minutes is 3.0 %.
Table 4

Table of Distribution Probability of Transaction Time at ATM

No.

Transaction time (minutes)

Probability

1

1

0.046

2

2

0.029

3

3

0.145

4

4

0.161

5

5

0.182

6

6

0.119

7

7

0.081

8

8

0.143

9

9

0.064

10

10

0.030

Total

1.000

Source: Processing results from observation data.

Figure 3

Distribution Rules and Estimating the Distribution Function of Arrival Time

4.4 Simulating the Situation of Using ATM Services for Alternatives
By setting up the simulation program as shown in Figure 2 on the computer (programming is done by using
Visual Basic and Macro tools in Microsoft Excel software), the situation of using the service is stimulated for each
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different alternative, each alternative corresponds to each assumption of the number of ATMs located in adjacent
at 23 Phan Dinh Phung Street, Hai Chau I Ward, Hai Chau District, Da Nang City. The study reviews three
alternatives including: (i) For one ATM; (ii) For two ATMs; and (iii) For three ATMs. The alternative of three
ATMs is the current layout and may not need to run a simulation. However, in order to ensure uniformity of the
method and calculate the results for comparison among alternatives, the simulation for the alternative of three
ATMs still done. The results of the simulation program for the alternatives are shown in Tables 5, Tables 6 and
Tables 7.
Table 5 Summary of the First Simulation Result of Alternative 01 ATM
Simulation
Machine
Time
Number
Time to
Simulation of
of arrival Arrival status at
Customer Machine
customers
End
No.
of idle
start
transaction
time
Time the arrival
leaving
used
wait
time
machines
using
time
(minutes)
time
(minute)
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)
1
2
7:02
Idle
1
M1
7:02
0
7
7:09
2
3
7:05
Busy
0
M1
7:09
4
3
7:12
3
1
7:06
Busy
0
M1
7:12
6
5
7:17
4
7
7:13
Busy
0
M1
7:17
4
4
7:21
5
7
7:20
Busy
0
M1
7:21
1
7
7:28
6
5
7:25
Busy
0
X
7
4
7:29
Idle
1
X
8
4
7:33
Idle
1
M1
7:33
0
3
7:36
9
2
7:35
Busy
0
M1
7:36
1
3
7:39
10
1
7:36
Busy
0
M1
7:39
3
9
7:48
…
…
…
…
…
…
…
…
…
…
…
154
3
17:59
Busy
0
M1
20:14
135
6
20:20
Total
5
9520
Source: Extracting from the results of the first simulation
Table 6

(1)

Simulation
of arrival
time
(minutes)
(2)

1

8

2

3

3

No.

Arrival
time
(3)

Time of
idle
machine
(minutes)
(12)
2
0
0
0
0
0
1
4
0
0
…
0
18

Summary of the First Simulation Results of Alternative 02 ATMs

Machine status at
Number of
the arrival time
Customer
idle
leaving
machines
M1
M2

(8)

Simulation
of
transaction
time
(10)

Time to
start
using

(7)

End
time

M1

M2

(5)

7:08

Idle

Idle

2

M1

7:08

0

6

7:14

8

8

16

7:11

Busy

Idle

1

M2

7:11

0

2

7:13

0

3

3

3

7:14

Idle

Idle

2

M2

7:14

0

5

7:19

0

1

1

4

6

7:20

Idle

Idle

2

M1

7:20

0

3

7:23

6

1

7

5

4

7:24

Idle

Idle

2

M2

7:24

0

3

7:27

1

4

5

6

5

7:29

Idle

Idle

2

M1

7:29

0

6

7:35

5

2

7

7

3

7:32

Busy

Idle

1

M2

7:32

0

9

7:41

0

3

3

8

2

7:34

Busy

Busy

0

M1

7:35

1

5

7:40

0

0

0

9

3

7:37

Busy

Busy

0

M1

7:40

3

3

7:43

0

0

0

10

7

7:44

Idle

Idle

2

M2

7:44

0

6

7:50

1

3

4

…

…

…

…

…

…

…

…

…

…

…

…

…

…

163

2

18:00

Busy

Busy

0

M2

18:03

3

10

18:13

0

0

0

232

235

467

7

124

(12a) (12b)

Total

(4b)

…

(11)

Time of idle machine
(minutes)

(4a)

Total

(6)

Time
customers
wait
(minute)
(9)

Machine
used

(12c)

Source: Extracting from the results of the first simulation
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Table 7
No.
Simulation of
arrival
time
(minutes)
Arrival time
Machine status
at the arrival
time

1

2

3

4

5

6

7

8

9

10

...

139

(2)

4

7

19

3

4

7

0

6

5

7

...

4

(3)

4:04

7:11

7:30

7:33

7:37

7:44

7:44

7:50

7:55

8:02

…

17:57

M1

(4a)

Idle

Idle

Idle

Idle

Idle

Idle

Idle

Idle

Idle

Busy

…

Busy

M2

(4b)

Idle

Idle

Idle

Idle

Idle

Idle

Idle

Idle

Idle

Idle

…

Idle

M3

(4c)

Idle

Idle

Idle

Busy

Busy

Idle

Idle

Idle

Idle

Idle

…

Idle

(5)

3

3

3

2

2

3

2

3

3

2

…

2

Number
of
idle machines
Customer
leaving
Machine
used
Time to start
using
Time
customers wait
(minute)
Simulation of
transaction
time
End time
Time of idle
machine
(minutes)

Summary of the First Simulation Result of Alternative 03 ATMs

(1)

…

(6)

Total

4

(7)

M1

M2

M3

M1

M2

M1

M3

M2

M1

M3

…

M3

(8)

4:04

7:11

7:30

7:33

7:37

7:44

7:44

7:50

7:55

8:02

…

17:57

(9)

0

0

0

0

0

0

0

0

0

0

…

0

(10)

1

3

8

3

5

5

6

4

8

3

…

9

3

(11)

7:05

7:14

7:38

7:36

7:42

7:49

7:50

7:54

8:03

8:05

…

18:06

M1

(12a)

4

6

19

3

1

7

0

1

5

0

…

0

445

M2

(12b)

4

7

16

3

4

2

0

6

1

7

…

0

425

M3

(12c)

4

7

19

0

0

6

0

0

5

7

…

4

438

Total

(12d)

12

20

54

6

5

15

0

7

11

14

…

4

1308

Source: Extracting from the results of the first simulation

The Tables include 12 columns marked from column (1) to column (12). The columns (2) onwards are
explained as follows:
(2) Simulation of arrival time:
Based on the arrival time probability distribution (Table 2) and using random command “Rand ()” in
Microsoft Excel Software to simulate the arrival time with results showed in Table 8, Table 9.
(3) Arrival time: the time when the customer arrives at the ATM location with the intention of using ATM
service. The arrival time of a certain customer is determined by taking the previously defined arrival time plus the
simulated arrival time.
(4a), (4b), (4c), (5) State of the first machine (M1), second machine (M2), third machine (M3). The status of
each machine in either case “idle” or “busy”, thereby identifying the number of idle machines.
(6) Customer leaving: In some situations, customers will leave, even when the machines are available at the
time of arrival.
(7) Machine used: the machine with the earliest available time, in case there are many machines available at
the same time, customers can choose to use one of those machines.
(8) Time to start a transaction: is the time from when the customer starts trading on an ATM.
(9) Waiting time for customers: is the period of time from the time the customer arrives until the time of
commencement of the transaction.
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(10) Simulating the time to start using: the transaction time of customers on ATM based on the probability
distribution table of the transaction time (Table 11).
(11) End time: the time when the customer finishes the transaction is determined by taking the time of
starting the transaction plus the transaction time.
Table 8
No.

Simulation of Arrival Time Outside Peak Periods
Probability
Conditions for simulation results

Simulation results of arrival
time (minutes)

Outside the peak period

Accumulation

1

0

0.023

0.023

Rand() ≤ 0.023

2

1

0.082

0.105

0.023 < rand() ≤ 0.105

3

2

0.114

0.219

0.105 < rand() ≤ 0.219

4

3

0.109

0.328

0.219 < rand() ≤ 0.328

5

4

0.212

0.540

0.328 < rand() ≤ 0.54

6

5

0.202

0.742

0.54 < rand() ≤ 0.742

7

6

0.038

0.780

0.742 < rand() ≤ 0.78

8

7

0.156

0.936

0.78 < rand() ≤ 0.936

9

8

0.038

0.974

0.936 < rand() ≤ 0.974

10

9

0.006

0.980

0.974 < rand() ≤ 0.98

11

10

0.006

0.986

0.98 < rand() ≤ 0.986

12

11

0.000

0.986

Not occur

13

12

0.000

0.986

Not occur

14

13

0.000

0.986

Not occur

15

14

0.001

0.987

0.986 < rand() ≤ 0.987

16

15

0.001

0.988

0.987 < rand() ≤ 0.988

17

16

0.001

0.989

0.988 < rand() ≤ 0.989

18

17

0.000

0.989

0.989 < rand() ≤ 0.989

19

18

0.001

0.990

0.989 < rand() ≤ 0.99

20

19

0.001

0.991

0.99 < rand() ≤ 0.991

21

20

0.007

1.000

0.991 < rand() ≤ 1

Table 9

Simulation of Arrival Time During Peak Periods
Probability

No.

Simulation results of arrival
time (minutes)

During the peak period

Accumulation

1

1

0.116

0.116

Rand() ≤ 0.042

2

2

0.056

0.172

0.116 < rand() ≤ 0.172

3

3

0.129

0.301

0.172 < rand() ≤ 0.301

4

4

0.185

0.486

0.301 < rand() ≤ 0.486

5

5

0.198

0.684

0.486 < rand() ≤ 0.684

6

6

0.233

0.917

0.684 < rand() ≤ 0.917

7

7

0.052

0.969

0.917 < rand() ≤ 0.969

8

8

0.030

0.999

0.969 < rand() ≤ 0.999

Conditions for simulation results
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Table 10

Simulation of Customer Ability to Leave

No.

Simulation results

Probability

Accumulation

Conditions for simulation results

1

Leaving

0.036

0.036

Rand() ≤ 0.036

2

Not leaving

0.964

1.000

0.036 < rand() ≤ 1.00

Table 11

Simulation of Customer Transaction Time

No.

Simulation results

Probability

Accumulation

1

1

0.046

0.046

Rand() ≤ 0.042

2

2

0.029

0.075

0.046 < rand() ≤ 0.075

3

3

0.145

0.220

0.075 < rand() ≤ 0.22

4

4

0.161

0.381

0.22 < rand() ≤ 0.381

5

5

0.182

0.563

0.381 < rand() ≤ 0.563

6

6

0.119

0.682

0.563 < rand() ≤ 0.682

7

7

0.081

0.763

0.682 < rand() ≤ 0.763

8

8

0.143

0.906

0.763 < rand() ≤ 0.906

9

9

0.064

0.970

0.906 < rand() ≤ 0.97

10

10

0.030

1.000

0.97 < rand() ≤ 1

Total

Conditions for simulation results

1.000

4.5 Results of Synthetic Simulation, Evaluating and Selecting the Optimal Alternative
In order to ensure the reliability in the simulation results, the study carried out 30 simulation times for each
alternative (Showed in Table 12).
From the results of 30 simulation times for each alternative, Statistical parameters are calculated as showed
in Table 13.
Through the simulated statistical results in Table 13, an average of approximately 156 to 159 customers per
day intending to use ATM services. However, for some reason, there are about 5 to 6 customers leaving per day on
average, so there are about 153 customers transacting at ATMs. The total of time that customers have to wait
because due to busy machines is difference between the alternatives (75.36 minutes for alternative of one ATM,
0.77 minutes for alternative of two ATMs, and 0.04 minutes for alternative of three ATMs). Thus, for the
alternative of one ATM, the waiting time of customers is very large and this will not be possible in the practice.
Considering another aspect of the idle time of ATMs, the average idle time of the alternative of three ATMs is very
large, up to 1179.6 minutes per day, equivalent to 6.55 hours per day per ATM. For the alternative of two ATMs,
the idle time of the machine is lower than 4.14 hours per day per ATM.
The results showed that although the brank currently has 03 adjacent ATMs at 23 Phan Dinh Phung Street Hai Chau I Ward - Hai Chau District - Da Nang City has reduced the average waiting time of a customer (about
0.04 minutes) but did not exploit the efficiency of using ATMs due to the large idle time of ATMs, nearly 6.55
hours per day per ATM. Meanwhile, for alternative of one ATM, the average waiting time of a customer is very
large (over 75.36 minutes), so customers may not be acceptable. So, the optimal number of ATMs should be the
two adjacent ATMs. For this alternative of two ATMs, the average waiting time of a customer is low (0.04 minutes)
and acceptable. The average idle time per day per ATM also is low in comparing with the current layout.
Moreover, the bank will save the cost of investing in machinery and equipment due to reducing one ATM from
current ATMs system.
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Table 12
No.
1

Simulation Results of Alternatives

Alternative of 01 ATM
Alternative of 02 ATM
Alternative of 03 ATM
Number of Waiting Idle time
Number of Waiting Idle time
Number of Waiting Idle time
Number of
Number of
Number of
Customers
time
of ATM
Customers
time
of ATM
Customers
time
of ATM
Customers
Customers
Customers
leaving
(minutes) (minutes)
leaving
(minutes) (minutes)
leaving
(minutes) (minutes)
154
5
9520
18
156
6
12
595
139
4
3
1308

2

150

7

7950

7

151

9

1

573

168

7

4

1129

3

152

3

6991

14

153

4

14

602

167

7

1

1146

4

165

5

21844

5

166

4

9

486

152

6

3

1191

5

131

3

2445

21

144

3

7

566

163

8

5

1159

6

147

4

6936

28

166

4

4

486

155

4

10

1205

7

172

7

23794

3

163

5

14

462

162

4

2

1158

8

165

1

21371

5

149

2

6

589

162

4

2

1158

9

168

5

14997

13

152

3

0

559

156

5

3

1219

10

163

8

15454

10

155

3

4

560

149

6

6

1209

11

149

4

9600

8

161

5

9

534

160

3

25

1100

12

167

6

14634

10

149

5

6

584

150

4

1

1200

13

154

3

11408

3

147

3

4

580

160

6

9

1164

14

159

5

12299

6

145

6

7

616

156

3

4

1157

15

149

4

12908

7

144

5

6

650

165

5

2

1158

16

153

13

6826

4

159

6

11

516

153

3

11

1175

17

158

7

12990

6

161

10

3

581

164

7

1

1125

18

150

6

11374

5

161

2

8

525

151

1

8

1182

19

158

9

10951

10

166

4

13

500

161

4

14

1144

20

157

6

10905

7

161

4

7

522

168

10

12

1147

21

150

6

9776

19

162

6

4

511

143

5

3

1246

22

162

10

8630

12

155

7

21

569

151

7

2

1218

23

160

8

8975

13

152

7

1

590

152

9

9

1199

24

149

5

4723

8

160

5

7

557

155

7

8

1162

25

167

4

22470

4

150

7

9

626

159

3

4

1179

26

166

4

10176

23

156

2

4

492

148

5

0

1245

27

157

6

15158

18

148

7

7

573

146

4

3

1233

28

158

1

15935

4

158

5

0

582

156

9

1

1184

29

148

6

5451

17

146

6

3

602

176

5

27

1064

30

144

5

6359

9

167

6

7

517

142

8

5

1224

Table 13
Criteria

Statistical parameters of Alternatives
Unit

Alternative

Average number of customers using ATM services

Times/day

01
ATM
156.07

02 ATMs
159.10

03
ATMs
156.30

Standard deviation of the number of customers using ATM

Times/day

8.77

7.64

8.58

Average number of customers leaving

Times/day

5.53

5.27

5.43

Standard deviation of the number of customers leaving

Times/day

2.50

2.05

2.13

Average waiting time of a customer

Minutes/day

75.36

0.77

0.04

Standard deviation of waiting time of a customer

Minutes/day

30.98

0.39

0.04

Average idle time of ATMs

Minutes/day

10.57

497.30

1179.60

Standard deviation of the idle time of ATMs

Minutes/day

6.56

57.05

48.10

Average idle time of an ATM

Hours/day

0.18

4.14

6.55

Standard deviation of the idle time of an ATM

Hours/day

0.11

0.48

0.27
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5. Conclusion
The simulation method is considered as one of the methods which reflects quite clearly the happenings of
real-world situations. This method can be applied fully in the field of providing ATM services of banks. However,
in order to successfully apply this simulation method, it is necessary for the researcher to make efforts in
collecting observational data - not only to ensure the accuracy but also to ensure representations in order to reflect
fully activities in practice. This study has built a general model and established a block diagram for simulating the
use of capacity to help businesses determine their capacity to serve in the queue system. The article also
concretized the application of general model and simulation program by studying a ATM system at 23 Phan Dinh
Phung Street, Hai Chau I Ward, Hai Chau District, Da Nang City. Accordingly, the banks can use the simulation
method to evaluate and make decisions the number of ATMs be used at the same location. In summary, not only in
the banking sector, general businesses can apply the simulation method and see it as an effective tool in making
decisions. In particular, the simulation method becomes more efficient and necessary for service-oriented
production systems such as the ATM services, the gas stations, the medical system, the airline service and many
other service systems.
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Innovative Startup Investment Funds in Viet Nam
Tran Thi Thu Huong
(Finance Faculty, Banking Academy, Ha Noi, Viet Nam)

Abstract: In order to promote national innovative startups, it is necessary to encourage individual and
institution to invest in this field, in which innovative startup investment funds play very important role. The
problem is that how to establish, manage and use these funds to ensure its effectiveness. Moreover, whether
governments should invest the state budget in innovative startup firms at the beginning, then move gradually to
non-govermental funds. In Vietnam, start-up and innovative startup investment fund have been new concepts. This
paper has discussed about problems related to innovative startup investment funds such as establishment,
management, using mechanisms in Viet Nam based on current regulations and suggest several solutions to
develop this type of fund.
Key words: innovative startup investment fund; innovative startup firms; finance sources
JEL codes: O3

1. Introduction
There are many definitions of investment. In an economic sense, an investment is the purchase of goods that
are not consumed today but are used in the future to create wealth. In finance, an investment is a monetary asset
purchased with the idea that the asset will provide income in the future or will later be sold at a higher price for a
profit.
In board meaning, investment is the sacrifice of current resources to implement activities with the aim of
achieving higher results than the beginning capital. The resources could be money, natural resources, labor, and
intelligence while the results could be the increase in financial assets, physical assets, intellectual property and
other resources. In narrow meaning, investment includes activities that use current resources to gain higher profits
for the economy and society in the future over invested resources.
Any business activity needs invested capital, including innovative startup — a highly risky business. What
are financial sources and mechanism for effective innovative startup business? This problem should be considered
and solved to promote innovative startup activities. In the context of the market economy and the 4.0 revolution,
regulations and policies for innovative startup and innovative startup invesment funds should be set up to ensure
investment willingness of all investors.
In Viet Nam, Decree 38/2018/NĐ-CP regulates that investment in small and medium sized innovative startup
enterprises refers to financing that investors provide to do business activities via capital contribution to
establishment of startups, or purchase of shares or stakes of startups which are not public companies. It is clear
Tran Thi Thu Huong, Ph.D. Candidate, Finance Faculty, Banking Academy; research area/interest: finance. E-mail:
tranhuong@hvnh.edu.vn.
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that Viet Nam just had regulations of investment in small and medium innovative startup enterprises. As a result,
if innovative startup firms are not small and medium, it could be difficult to manage and foster investment.
Furthermore, “innovative startup” term should be understood clearly before setting any rules to develop this
business model. According to Clause 2, Article 3 in Law on provision of assistance for small and medium-sized
enterprises (2017), small and medium sized innovative startup enterprise is an SME that is established to
implement its business ideas based on the exploitation of intellectual property, technology and new business
models and is able to grow quickly. Article 17 in this law also determine conditions that small and medium sized
innovative startup enterprises receive the assistance as the following:
 The startup has been put into operation for up to 5 years from the day on which its first enterprise
registration certificate is issued
 The startup has not initiated public offering of its securities (in case of a joint-stock company)
Moreover, Decision 844/QĐ-TTg on approval for assistance policies on national innovative startup
ecosystem to 2025 point out the beneficiaries include individuals or groups having startup projects or startups that
may be potential for rapid growth by utilizing propriety assets, technology and new business initiatives; or
startups operating for not exceeding 5 years from date on which the first enterprise registration certificated is
issued.
It is a problem that what new idea is and how to implement new idea by exploiting propriety assets,
technology (intellectual property rights problems). How is new business model? How are projects or startups that
may be potential for rapid growth? So, it is nescessary to make as many details as possible in definition of
innovative startup in order to distinguish from other types of startup and business activities.
Nowaday, many countries have joined new free trade agreements, leading to new development spaces,
required each country to choose and change. It creates opportunity for the development of innovative startup
investment funds. This paper analyses innovative startup in Vietnam and innovative startups investment funds to
find out some problems that need to be changed to stimulate the growth of startup firms.

2. Literature Review
2.1 Researches on Startup Companies and Funding Sources
Maurya (2012) pointed out that the startups’ life cycle includes 3 stages of development. The first stage is the
Problem/solution fit, starting from a problem that needs to be solved. It is necessary to find out solutions for this
problems and implement these ideas. The second phase Product/ Market fit is a step to test whether these solutions
really fit to the demand. The last stage is Scale when startup companies expand and grow, increase market shares
and could earn higher income. In this model, time for raising fund is after phase 2 or when the market has been
tested to see the potential startup growth. On the other hand, Marmer et al. (2012) point out that startups’
development includes 6 stages: discovery, validation, efficiency, scale, prfit maximization, and renewal or decline.
At the last stages, the company could cease to be a startup and go to public.
Innovative startups could gain capital from insider, outsider and other funding sources like financial
bootstrapping, crowding funds, IPO (Čalopa, Horvat &Lalić, 2014). Insider funds include founders, family and
friends (Bygrave & Hunt, 2008; Campbell & De Nardi, 2009). Outsider funding comes from grants and public
debt, commercial debt, business angle, venture capital. Another source of capital for startups is crowd-funding that
are going to be more popular all over the world. In 2011, the global crowd-funding market increased by 10-times
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in 2011-2015 period (Veselovsky et al., 2017). Angle investors or venture capital funds may have more knowledge
than other investors. However, the opinion of a group of investors could be more efficient than that of smaller
groups based on the argument “wisdom of the crowd”.
It is well known that there are limited number of startup companies succeed. Most startups are difficult to get
bank loans because of complex procedures and evaluation based on credit history and property (Söderblom &
Samuelsson, 2014). A research of Brown et al. (2012) using panel data of 9715 startup companies in period
2007-2009 shows that high-tech startups could not get bank loans compared to other field startups. This type of
startups due to higher potential growth can exploit seed investments via private investors who want to invest their
capital into potentially successful businesses.
Čalopa, Horvat and Lalić (2014) cited in their study that financial sources for startup companies could be
divided to 5 phases. In the experimental phase, entrepreneurs often use their own funds or funds from their family
and friends. In initial phase, startups could collect funds from loans, angle investors, and venture capital funds. In
the expansion phase, the most common sources of funds are venture capital funds and loans. In the last phase,
private equity funds are the main source. Söderblom and Samuelsson (2014) research Croatian startup companies
and showed that they prefer traditional and informal financial sources like family and friends. When moving to
expanding phase, they could collect monney from other funding sources such as business angles, and seed
investments.
2.2 Researches on State Budget for Innovative Startups
As can be seen, innovative startup companies could receive funds from the state budget. Many countries pay
attention to high-tech startups and entrepreneurship. In 1999, the Singapore government set up the US$1 billion
Technopreneurship innovation fund (TIF) to implement the new Technopreneurship 21 programme in order to
promote entrepreneurship in technology by improving the environment for business. To foster innovation and
entrepreneurship, Singapore government has implemented a national programme, named National Framework of
Innovation and Enterprise (NFIE) in 2008, to commercialise leading-edge technologies created by the public
research institutes and institutes of higher learning of Singapore (Cheah, Ho and Lim, 2016). Many investors
started to pay attention to startups and startup community was built including researchers, innovators,
entrepreneurs, investors, incubators and accelerators. In Singapore, public funds are the popular sources of fund
for the very first stage of startups, the venture capital funds play increasingly important role in the early stages of
the startups.
Similarly, in America, state governments provide funds to new science and technology companies. Fairlie
(2012) showed that in US, high-technology startups have created most of new jobs in the period of 2000-2010.
This paper tests the effect of state R&D grants on startups by using data collected form Michigan government,
from 2002-2008. It is showed that state funds play important role to the commercial viability of recepient firms.
At present, in Russia, funding souces for innovative startups could be own funds, loans, grants, funds from
investors, crowding funds, and Russian Fedearation (Veselovsky et al., 2017). Startups could receive funds from
state grants. It also attracts other non-profit organizations.
There are some reasons that governments need to support innovative startup firms (Zhao & Ziedonis, 2012).
Firstly, without intervention of government, the R&D field is under-invested (Griliches, 1992; Jaffe, 2002).
Government pays attention to this field because R&D products is similar to public goods when it could be used by
many people or many firms. It means the social benefits of R&D investment can exceed the private returns to
private companies. Secondly, capital markets are not perfect. It could decrease incentives to invest in R&D of
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private sector (H. Hall & Lerner, 2010). Startups need financial support to develop and commercialize new
technology products while it is difficult for investors to find good projects to invest due to imperfect information.
It could lead to higher cost of capital (H. Hall & Lerner, 2010). Lack of R&D financing from the state makes
difficult for innovative startups to run business (Zhao & Ziedonis, 2012). Government attend to the market to
facilitate the supply of financing to startups. The particaption of government could correct the market failures that
result in the under-capitalization of innovative projects or firms. However, it is required that governments need to
maintain balancing act when correcting for these types of maket fairlures to limit inefficient investment
(Georghiou, 2002). State government pursue more parochial interest to develop state economy and diversify the
tax base (Acs et al., 2011). As a result, state budget for R&D is spent only on startups that have headquarters of
major R&D facilities within the state.
The assistance of government could be in the form of tax exemption, patent laws, credit ceilings, loan
guarantee schemes and other benefits (Mason and Harrison (2003); Revest and Sapio (2012)). It also be direct in
form of grants, public fund invested in firms. Grants are funds that do not have to be paid back but which must be
used for predefined purposes. Public debt could be used by state governments to support innovative startups.
Public funds provided by governments are common source for Swedish ventures, especially in very first stage of
firms. It’s also right in Ailen when study of Hogan and Hutson (2011) determines the significant source of capital
for startup firms comes from government.

3. Innovative Startup Investment Funds in Viet Nam
3.1 Innovative Startup Investment Funds in Viet Nam
With the aim of encouranging individual and institution to invest in innovative startups and innovative
startup investment funds, the Government needs to create suitable environment for investment, including legal
environment. In Viet Nam, there are many regulations on funds, however lack of regulations on innovative startup
investment funds.
Based on the Law on provision of assistance for small and medium-sized enterprises (2017), investors in
creative startups shall include creative startup investment funds and domestic and foreign organizations and
individuals doing business via contribution of capital to establish startups, purchase of shares or stakes of startups.
A creative investment fund which is created from capital contribution of private investors aims to invest in
startups according to the following principles:

The amount of investment in a small and medium sized creative startup shall not exceed 50% of charter
capital of the post-investment startup

The private investor who contributes capital to the fund shall be financially capable and take the
responsibility for his/her stakes.
In addition, according to Decree 38/2018/NĐ-CP, innovative startup investment fund means a fund which is
established from investments made by private investors to invest in startups. This fund does not have legal status
and is established by capital contributed by not more than 30 investors according to the fund’s Charter. An
innovative startup investment fund is not entitled to make investments in other innovative startup investment
funds.
An innovative startup investment fund shall be managed under at least one of the following models:

General meeting of investors, the fund management company;
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General meeting of investors, the fund’s Board of representatives or Director, the fund management
company;

General meeting of investors, the fund’s Board of representatives and Directors, the fund management
company.
The fund’s investors may either establish or hire a company to take charge of managing the innovative
startup investment fund. The fund management company shall carry out procedures for establishment of this fund
and apply for registration of its additional business sector, which is management of venture capital fund, in
accordance with the law regulations on company registration when taking charge of managing the innovative
startup investment fund. The management of this fund prescribed herein shall be done according to the fund’s
charter and agreements or contracts signed with the fund (if any), and not be governed by regulations of the Law
in securities.
It is a problem because these regulations could limit the activity of innovative startup investment funds. In
fact, investment funds usually exsit in 2 forms of contracts and firms. Corporate investment funds are legal entity.
The Board of directors is elected by the shareholders, who are investors of fund, acts as the fund management
agency, selects fund management company and supervises the investment activities oft the fund management
company. In Viet Nam, this type of fund is not existed because Viet Nam has stipulated investment funds don’t
have legal entity. Another type of fund is contractual investment fund. It is an investment fund without a legal
entity status and investor is a person who contributes capital to the fund and entrusts the invesment to the fund
management company. According to the current regulations in Viet Nam, the innovative startup investment funds
would be established and operate under this form.
It is suggested that in Viet Nam, there should be regulations and mechanisms for the diversifications of the
organization and operation of funds for investment in creative startups. So it is possible to encourage individuals
and institutions to contribute capital to this highly risky investment fund because there are more suitable choices
for different kinds of investors. Furthermore, it would be easier for innovative startup investment funds to raise
capital of qualified and expert investors if these funds exist in form of corporates. So creative startup firms could
receive better consultant and administration from owners of the invesment, supporting to the successful start-up
business.
In case of applying only contractual investment funds, some regulations in Decree 38/2018/NĐ-CP should be
reconsidered.

Firstly, the management of innovative startup investment fund shall be done according to the fund’s
charter and agreements or contracts signed with the fund (if any). A problem is that creative startup
investment funds are not legal entity. It means these funds are not independent of fund’s investors.
Consequently, these funds could not a part of contracts.

Secondly, innovation startup invesment fund is the fund which is established from investments made by
private investors to do creative startup. Could this regulation limit the participation of other types of
investors? It is suggested that the definition of private investors should be made clearly and the
Government should consider the regulation of limited investors. Besides, it is necessary to stipulate the
finance sources being used to contribute to innovative startup investment funds due to its highly risky
feature. For example, the state budget should not be used to invest in these funds.
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3.2 Problem of Using Local Government Budgets for Small and Medium Sized Innovative Startup
Enterprises
The Law on provision of assistance for small and medium-sized enterprises (2017) and the Decree
38/2018/NĐ-CP provides guidelines for using of local government budgets to make investments in startups
besides innovative startup investment funds. Based on the reality of local government budget, each People’s
Committee of the province shall send the People’s council of the province a request for the decision on assigning
state-owned finance organizations of the province, including the local financial agency is organized and operates
in the form of an extra-budgetary fund or in the form of an enterprise, to invest in startups according to the
following principles:

The eligible innovative startup investment funds shall be selected to invest in creative startups;

Investments from the local budget shall not exceed 30% of total capital raised from eligible
innovative startup investment funds selected by the startups;

The investments shall be transferred to private investors within 5 years from the day on which the
stakes is contributed. The transfer of invesments shall comply with regulations of law on management
and use of the state capital invested in business operation activities at premises of enterprises.
The local financial agency shall select innovative startup investment funds to jointly make investments. An
innovative startup investment fund to be selected must: (1) make a commitment with the local financial agency to
jointly make investments in small and medium creative startups, (2) have at least 01 year of experience in
investing in startups; (3) be financially capable of making investments and (4) satisfy other requirements (if any).
The local financial agency shall annually evaluate, amend and publish the list of selected innovative startup
investment funds on its website and the website of Provincial Pepople’s Committee. Within 5 years form the
investment date, the local financial agency may carry out procedures for transfer of its shares or stakes in the
invested startup to a private investor. Innovative startup investment funds that jointly make investments in a
startup and existing shareholders of the invested startups shall be given priority to such transfer of invested
capital.
However, it is recommended that the Vietnamese government should not utilize the state budget to invest
directly in creative startup firms via state-owned finance organizations. The state budget should be used only to
support and create better environment and conditions for creative startups, along with suitable tax incentive. The
reasons are as the following:

All state budget expenditures don’t have direct refund feature. As a result, investing state budget directly
in small and medium creative startup firms may lead to the inequality among investors of creative
startups.

Because investing in creative startups is risky, it is difficult to impute the blame to somebody if the
state budget is used to invest in unsuccessful creative startups.

The local governments investing in creative startup firms need a state-owned finance organizations of
the province. However, what a state-owned finance organization is has not been shown clearly.

The local financial agency shall annually evaluate, amend and publish the list of selected innovative
startup investment funds on its website and the website of Provincial Pepople’s Committee. But what
are criteria to evaluate and choose? If the specific criteria could not be set up, there would be unequal
among creative startup investment funds.
In the market economy, international integration and the 4.0 revolution context, in order to promote creative
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startups for sustainable development, it is nescessary to support small and medium sized startup enterprises by the
state government, but based on the market economy rule, such as consulting intellectual property (exploitation and
development), support for applying technology transfer, support for creating criteria to measure and evaluate,
support for testing new products and new business model, support for educating and providing information,
support of infrastructure....Clearly, the state budget should be used to support innovative startup firms, instead of
investing capital directly in firms. Direct investment could be executed by other investors, including creative
startup investment funds.

4. Conclusion
Innovative startup investment funds provide essential financial source for creative startups. With investment
specialists, it is easy for these funds to collect money from investors, including nonprofessional investors. When
suitable mechanism for the development of creative startup investment funds is stipulated, it is possible for all
investors putting their money in creative startups. The reason is that investors could invest in these funds without
too much money and could diversify portfolio to reduce risks. Moreover, investors’ rights and benefits could be
protected under legal system.
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Attitudes of the Czech Majority Towards Minorities — Comparison of
Year 2006 and 2016
Lubomír Pána, Nikola Sagapova
(Regional Management Department, Faculty of Economics, University of South Bohemia, Czech Republic)

Abstract: Migration represents a highly discussed topic in recent EU. With the flows of migrants from
African and Near East countries, the European countries face many challenges, especially in aspect to maintain
stability of territory and confidence of their own citizens. The Czech Republic, although it might be seen as a
transfer station on the way to the West, is increasingly becoming a terminus and this trend will probably continue.
However, in the case of the Czech Republic, which is formed by relatively homogeneous population of one nation,
the relation of the Czech majority towards Roma minority is not yet sufficiently solved, therefore the arrival of
other minorities might not be viewed as favorable by the Czech citizens. This article aims at attitudes of the Czech
majority in the South Bohemia Region towards minorities and evaluate the attitude and its development within
years 2006 and 2016. Last, but not least, it also provides a suggestion to solve problems among nations.
Key words: majority; minorities; comparison
JEL codes: Z18

1. Introduction
The European Union member states face sustained immigration flows of immigrants from totally different
socio-cultural environment in recent years. Even if migration used to be a part of European history (Heřmanová &
Faryad, 2012), only when state borders were defined, sharper distinction between citizens started, so between us
and them, citizens of other states. However, with increasing integration of different parts of the world, these states
lose control over migration flows and also the possibility to influence the composition and number of immigrants
(Sales, 2007). In spite of current migration crisis, migration is viewed as a new challenge and also as a new
opportunity considering demographic decrease, population ageing and declining of the European economy.In the
future, it can be expected, that flows of migrants from different parts of the world will increase, with the growing
population in these countries, global warming and further pressures (European Commission, 2017).
Civil disturbances, military conflicts or poor economic situation can be seen as significant pressures leading
to migration (Pána, 2007). Migration crisis at such a level as it was in year 2015 is unprecedented until the time of
the World War II. Growing terrorist attacks and range of immigration lead to citizens´concerns about safety and
also to political debates regarding border management and free movement inside Europe, which result in
reestablishment of checks at some of the border crossing points for the first time until the fall of Berlin Wall
Lubomír Pána, Ph.D., Regional Management Department, Faculty of Economics, University of South Bohemia; research area:
political science. E-mail: lubomirpana@gmail.com.
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(European Commission, 2017). Massive strains of migration flows make European open society face a test (Pána,
2007). Even if ethnic diversity can be beneficial for the society because of the fact that individuals coming from
different environment can bring unique contribution, it can also become a subject of misunderstanding and
disagreement within such a society arising from differences in values and interests (Huo, Smith, Tyler &
Lind,1996).
It is therefore no surprise that there are different attitudes of politicians, academics, media and public
considering acceptance of immigrants, which is on one hand viewed as inevitable considering population ageing
and labor market with all the consequences including the effects on economic efficiency and pension schemes, on
the other hand it can be viewed as undesired with focus on safety and cultural unity of European states
(International Organization for Migration, 2009). Meanwhile people belonging to minorities often strongly
identify with the relevant group and tend to be unwilling to assimilate to major society, majority members expect
them to assimilate (Horenczyk, 1996). The attitudes of major society towards immigrants and minorities can
significantly influence their willingness to assimilate (van Oudenhoven, Prins & Buunk, 1998). From the results
of the public opinion survey in the Czech Republic results that mainstream society has no warm relationship with
different ethnic groups living in the territory. Not receiving the Roma minority is significant (Burjanek, 2001).
From the point of view of the current migration crisis, the Czech Republic, together with the other states of the
Visegrád Group, is often criticized by the European Union, because of the negative attitude towards the
immigrants and unwillingness to accept them. While the current situation is the reason why xenophobic parties
and opposition groups become more popular even in other member countries for example in Sweden, the
Netherlands or even Germany, in case of the Visegrád Group their governments carry anti-immigrant rhetoric and
extreme opinions (The Economist, 2016).
In relation with problematic co-existence with minorities that have been living on the territory of the Czech
Republic for a long time, mainly with the Roma minority, the negative attitude towards the new minorities is not
surprising.

2. Methodology
The aim of this report is to compare attitudes of the majority of people in the South Bohemia Region towards
minorities.
The analysis comes out from the data evaluation from 2016, from its following comparison with data from
2006 and final evaluation of the development of the attitude of the majority towards minorities. The data were
obtained from a questionnaire within the South Bohemian Region. The technique of summary estimate and
semantic differential was used to evaluate the attitudes of the majority towards minorities. The sample from 2016
dealt with 501 respondents, while the sample from 2006 dealt with 874 respondents. The respondents were people
older than 15 years old.

3. Results
Not only the attitudes were examined within the questionnaire, but also experience with minorities regarding
intensity and also the social and spatial framework.
The questions were chosen to cover all the varieties of possible attitudes from hostility, mistrust,
unwillingness to accept minorities up to willingness to accept minorities, indeed even to respect usefulness and
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benefits flowing from their adoption and inclusion into the majority. 91 per cent of the respondents had experience
with members of minorities in 2006, while in 2016, 94 per cent of the respondents had the experience.
Regarding getting the experience, job and then neighbourhood were the most common spatially social
framework in both examined years.
Job was the main source of experience with members of minorities for 33 per cent of respondents in 2006,
while in 2016, 40 per cent of respondents introduced just the same framework. 22 per cent of respondents
introduced neighbourhood as the second most significant category in 2006, but in 2016, 19 per cent of
respondents chose this category. In 2016, categories shops (14 per cent) and school (12 per cent) were also
significant enough. The majority of respondents, 85 per cent in 2006 and 86 per cent in 2016, had multiple
experience, the rest of the respondents had only disposable experience.
From the point of view of overall evaluation of a personal experience with members of minorities rather
negative category prevails. Half of the respondents described the experience as negative. Even if from the point of
view of positive and completely negative experience, the state was identical in particular years, negative
perception of personal experience with members of minorities increased by 10 per cent.
Most of the respondents had the experience with the Roma minority in both years, it was 65 percent of
respondents. Other most described minorities were the Vietnamese, Slovak and Ukraine minorities.
In the original data from 2006 experience with the Russian minority (7 percent) and the German minority (6
percent) became still significantly evident, but in 2016 only 1 per cent of respondents indicated experience with
the Russian minority and 2 percent of respondents with the German minority. A completely insignificant number
of respondents had experience with members of the Greek, Polish, French and Arabic minority. Although,
considering current events, we may expect the Czech majority to be more interested in the issue of minorities,
regarding migration crisis and how much it is presented in media, on the basis of the research data we can say that
the interest has decreased slightly. However, from the point of view of collecting data about minorities a shift has
occurred, when in 2006 mass media, mainly the television, played the mail role, while information adopted from
interpersonal communication was in the background and wasn´t so reflected, in 2016 interpersonal
communication as a source of information about the minority issue increased significantly. The communication
took place among friends, family, at school but also during hobby activities most frequently.
Even if the Czech majority considers assimilation of minorities as required, only the third of the majority
considers members of minorities capable of assimilating. Even if in 2006, 44 percent of respondents considered
members of minorities unable to assimilate, in 2016, 59 percent of respondents considers them so. Even if the
third of the respondents is ready to accept minorities as their fellow citizens, nearly half of the respondents is
ready to accept only selected minorities, mainly members of the Slovak (94 percent), German (58 percent),
Vietnamese (57 percent), Polish (41 percent) and Ukraine (40 percent) minorities.
Compared to 2006, there is a positive shift mainly for the Vietnamese minority, which has been shifted to the
third place of the imaginary ranking of minorities, which the Czech majority is able to accept. On the contrary the
Greek minority declined, which originally was on the third place, but in 2016 dropped down behind the Russian
minority, which originally was on the eighth place. The Polish minority experienced a similar drop, which
originally shared the third place with the Greek minority, but in 2016 it was replaced by the Vietnamese minority.
However willingness to cooperate with the Poles and Germans still prevails, surprisingly the majority still has a
tendency not to accept the Hungarians, in spite of the membership in the Visegrád Group.
From the point of view of considering the possibility that ethnic minorities have a beneficial effect on the
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major population, in 2006 the answer to this question was ambivalent, in 2016 there was a significant shift
towards a negative attitude expressing a disagreement with this statement.
A similar shift towards a negative attitude turned out in the case of a statement that it is not desirable to adopt
anything from national and ethnic groups, because our cultural heritage would be in danger. In 2006, 57 per cent
of respondents didn’t agree with this statement, while in 2016 “only” 37 per cent of respondents didn’t agree.
In 2006, 32 per cent of respondents agreed with a statement “We can learn a lot from minorities”, 22 per cent
of respondents didn’t know and 46 percent of respondents disagreed. In 2016, 23 percent agreed with the
statement, 25 percent didn’t know and 51 per cent disagreed. In general the attitude towards national and ethnic
minorities changed into the negative one too, when in 2006, 43 percent of respondents had a negative attitude
towards minorities, while in 2016, already 62 percent of respondents had a negative attitude.
In the issue of socio-economic position of members of minorities compared to the majority, in 2006, more
than 2/3 of respondents believed that members of minorities are in a worse position, while in 2016, only 1/3 of
respondents believed so. Evaluation regarding less chance for economic success of the members of minorities
turned out the same way.
It is interesting, that even though the number of respondents who believe that minorities are in a worse
economic position decreased compared to 2006, viewing of the Roma minority is completely different. They are
in a better economic position than the majority according the opinions, that is mainly because of a positive
discrimination and because of the opportunity to gain social benefits and state support. On the contrary, the
majority sees a worse economic position of the Ukraine minority. Completely negative attitudes of the majority
towards the Roma minority appeared in the data collection from 2006 and this tendency appeared in the data from
2016 too. As it wasn’t possible to exclude the influence of negative attitudes towards all minorities on the basis of
experience and decided opinions about the Roma minority in the original data, similarly it wasn´t possible to
exclude the influence in the data from 2016 either.
Nevertheless, regarding some detailed questions, some minorities, significantly for example the Vietnamese
minority, succeeded in gaining favor with the majority, in case of the Roma minority still negative attitudes prevail,
whose intensity doesn’t decrease, but rather increases.
Whole 86 per cent of the Czech majority believes, that members of the Roma minority don’t need help
regarding their possible integration among the majority, because a lot of concessions have already been made. In
connection with current migration crisis a lot of people reflect that they don´t mind accepting anybody, not
regarding nationality or the ethnic group, if they are ready to integrate into the majority and take part in
functioning.
Regarding the Roma minority, respondents’ opinions are more negative, they perceive members of the Roma
minority as parasites of the current social system of the Czech Republic, without willing to participate in the
development process of the major society, in which they have been living for generations.
Considering the process of solving the minority problems, the South Bohemia Region should express and
implement the conception of the policy in relation to minorities proceeding not only from historical experience,
but also with respect for current tendencies of European integration.
To create such a conception, it would be suitable to communicate and cooperate with representatives of these
minorities. The final suggestion of the conception should be discussed with the Education Committee of the South
Bohemia Region, the public, minority representatives and finally representatives of the South Bohemia Region.
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Direct participation of the minorities in common life with the majority is one of the characteristics
of a democratic society and a precondition for making the integration of the minorities easier. Such
kind of involvement in public life can help significantly to prevent conflicts and national
intolerance.
4. Discussion
From the point of view of the data collecting through the questionnaire, in 2016 there were fewer respondents
than in 2006, but representativeness of this sample wasn’t weaker in any way. Regarding current situation of
migration crisis, it was considered to add some more questions to the questionnaire, but for the purpose to be able
to compare the data, we decided not to extend the questionnaire and keep it in the original form. Conscious of the
fact, that the most of the respondents have experience with the Roma minority, it is clear, that just this minority
influences attitudes of the majority towards other members of minorities to a certain extent and it is nearly
impossible to filter the influence out.

5. Conclusion
In spite of current migration crisis the interest in migration issues slightly decreases, even if they get into the
area of interpersonal communication among friends, acquaintances and family because of the crisis.
Even if most of the respondents consider assimilation of members of minorities into the majority desired,
there are doubts about abilities of minorities to assimilate. From the point of view of a development of attitudes
of the Czech society towards minorities, a shift towards a negative attitude is perceived, except attitudes towards
the Vietnamese minority, which the majority is willing to accept as their fellow citizens and respect them fully. On
the contrary the Czech majority has a very negative attitude towards the Roma minority, within there is a shift
towards the negative pole and frequent decided opinions in comparison with 2006.
For the purpose to prevent national conflicts and make integration of minorities easier, it is necessary to
involve the members of minorities into public life, of which the first step could be creating a political conception
towards minorities, which will be discussed with members of minorities and which they will be able to take part
in.
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