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The impact of variations in oil prices on the demand for money in Algeria: an empirical study
over the 1980-2019 period

Anissa Atmani!, Nacer-Eddine Mouffok?
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2 University of Bejaia (Algeria), nacermouffok2003@yahoo.fr

ARTICLE INFO ABSTRACT

Article history: The purpose of this article is to examine the possible link that may exist between
Received:11/05/2021 variations in the price of oil and the demand for money in Algeria. For this, we used an
Accepted: 08/06/2021 econometric study based on two approaches: linear and nonlinear of the distributed
Online: 11/06/2021 autoregressive delay (ARDL), during a period going from 1980 to 2019. The results show

that there is, in both approaches, an impact positive variation in the price of oil on the
demand for real money in Algeria. However, this impact is asymmetric in the case of
nonlinear ARDL. In addition, we have recorded that any positive change in the price of
oil will negatively impact the demand for real money, while this impact would be
insignificant when the price of oil changes negatively.

Keywords:

Algeria

Asymmetric effects
Demand for money
Linear ARDL

Oil price

JEL Code:C011; C013

1. Introduction

Any economic crisis implies an effective response to the choice of the appropriate economic policy in order to avoid
even more serious consequences for the national economy. Money is at the core of economic policy strategies aimed at
securing and achieving objectives such as sustained growth, price stability and the fight against inflation, full
employment and external balance.

Like any good, money is offered is demanded. The analysis of money demand is a cornerstone for understanding the
effects of monetary policy on the economy, since it highlights the determinants of the amount of money in circulation
in the economy.

Since Friedman's pioneering work in 1956, the money demand function has attracted attention of many scholars in
both developed and developing countries. According to Friedman and Schwartz (1982) and (Laidler, 1974, p.58) [1],
the demand for money is one of the key functions in formulating appropriate monetary policy. Similarly, Goldfeld (1994)
considers the relation between the demand for money and its main determinants as an important building block in
macroeconomic theories and is a crucial component in the conduct of monetary policy. Likewise, the demand for money
function is a basic element in conducting monetary policy by making it possible for monetary authorities to effect
changes in macroeconomic variables such as income, interest rate and prices by appropriate changes in monetary
aggregates (Abdulkheir, 2013, p.35) [2].

Thus, a good knowledge of the determinants of money demand in the economy through the study of the dynamics of
the money demand function is a key condition to conduct an effective monetary policy. Moreover, stability of the money
demand function has been determined as a key to effectiveness of monetary policy. Friedman (1968) strongly argued
that money supply cannot influence real output in the long run and given this neutrality proposition, stable money
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demand function provides credibility to the quantity theory with a predictable influence in the general price level. In the
same vein, (Poole, 1970,p.205) [3] pointed out that the efficacy of targeting money supply rests mainly on the stability
of the money demand function. Furthermore, (Bhatta, 2011, p.10) [4] states that a stable money demand is one of the
most important policy issues that helps central banks choose the appropriate targeting strategy (monetary targeting or
inflation targeting) in monetary policy.

Other reasons for studying the stability of the money demand function are identified in the literature. First, the test of
stable money demand function which has applied policy utility, to a great extent lies in its predictive power reflected in
its out of sample forecasting performance (Vasudevan, 2003, p.71) [5]. Second, the money demand function links the
monetary sphere and the real sphere of the economy, for that fact, it plays prominent role in understanding the
mechanisms by which shocks are transmitted between these two parts (Alsamara et al., 2016, p.3758) [6]. Then, the
volatility of commaodity prices, in particular oil prices, as well as recent economic developments have renewed concerns
about the stability of the money demand function, as some of the driving forces behind them may have caused instability
in the money demand function and made monetary policy ineffective (Svensson, 2005, p.28) [7] and (Alsamara et al.,
2016, p.3758).

The rest of the paper is structured as follows. Section one introduces article, section two summarizes the literature
review, section three presents the methodology and discusses the data sources, section four represents the empirical
results and last section conclude the article.

2. Literature Review

The stability of the money demand function is a crucial element in the conduct of a country's monetary policy.
According to Friedman (1956), a stable real money balances function in the long run makes monetary aggregates a
favorable candidate for the intermediate target of the monetary policy.

Over the past three decades, a considerable body of empirical research has been devoted, following Friedman's
pioneering work, to studying the stability of the money-demand function in various countries. In their work on the US,
Enzler, Johnson, and Paulus (1976) argued that the instability of the MDF is due to a financial innovation that resulted
in ratchets on interest rates and income. Similarly, Boughton (1981), Arango and Nadiri (1981) linked the instability in
money demand to a change in the exchange rate regime, caused by the closing down of the foreign exchange market in
the wake of the OPEC oil embargo. (Sterken, 2004, p.762) [8] estimated the money demand function (M1) for Ethiopia
based on Johansen Maximum Likelihood approach with quarterly data from 1966:Q4 to 1994:Q4. Results reveals
evidence of instability related to political regimes and natural disasters. (Omer, 2009, p.39) [9], investigated the stability
of money demand function in Pakistan using annual data starting from 1975 to 2006, they claimed that volatility in the
interest rate makes velocity volatile and hence the money demand function.

Small number of studies investigated the MDF stability in oil exporting countries. In such economies, oil price
volatility is not only an important cause of macroeconomic fluctuations, but also affects the fiscal and monetary policy
(Alekhina & Yoshino, 2018, p.13) [10]. Given that this countries are very responsive to the export sector’s contribution
to economic activity, so any boom in oil exports must have resulted in instable money for demand (Boye, 2001, p.58)
[11]

From a theorical point of view, oil prices affect real money balances as they increase money demand (Pierce et al.,
1974, p.50; Mork, 1994, p.20) [12]. Effects of oil price volatility depends on a particular economy depends on whether
that economy is a net importer or exporter, and notably on the degree of the country’s dependence on oil and its
economic diversification (Alsamara et al., 2016, p.3762) [13]. (Eltony, « undated ») studied the effect of oil price
volatility on seven macroeconomic variables for state of Kuwait. Using quarterly data for the period 1984:01 to 1998:04
and VECM approach, he found that oil shocks have a small and modest impact on the demand for money. He explained
that by the lack of well-developed financial markets in Kuwait. (Alsamaraet al., 2016, p.3758) examined the asymmetric
impacts of oil price shocks on the stability of money demand in Saudi Arabia based on quarterly data over the period of
1990-2014.They used non-linear autoregressive distributed lag approach. The results of the study show evidence on the
long-run equilibrium of MDF which is mainly explained by the oil price, whereas the short-run dynamics of money
demand are described by the positive impact of oil price in Saudi Arabia.

Studies dealing with the stability of money demand function in Algeria include(Abderrezak, 2000, p.78; Bakhouche,
2006, p.236; Menaguer, 2009, p.41; Ayad, 2013, p.18; Ahmed, 2015, p.318; Alhakimi, 2018,p.49) [14]. In 2017 Algeria
is the 3rd oil producing country in Africa. Oil represents 94% of the country's exports and 60% of the national budget.

The contributions of this study are: first, this paper explores the asymmetry of real money reaction to the oil price
fluctuations in the case of Algeria. Second, the study contributes to the existing evidence of the asymmetric effects of
oil prices using Non-linear ARDL (NARDL) approach proposed by (Shin et al., 2014, p.286) [15]. This technique
allows testing short- and long-run asymmetric response of money demand to the positive and negative partial sums
decompositions of the oil price. Third, given the characteristics of an oil-based economy, this paper argues the role of
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oil price as a scale variable and aims to drive a relevant monetary policy reaction in the line with the current economic
conditions in Algeria.

3. Methods and Materials

The main objective of this paper is to test the influence of oil price changes on real money demand in Algeria over
the period 1980-2018. For this purpose, an ARDL model approach to co-integration developed by Pesaran et al. (2001)
is used. Reasons for employing the ARDL approach are first, it can be used in regardless of whether variables are 1(0)
or I(1) (Pesaran & Pesaran, 1997, p.49) [16]. Second, using linear transformation, an error correction model including
the short and the long run dynamics can be derived without lose in information (Banerjee et al., 1993, p.56) [17]. Third,
the ARDL method can be applied even if the explanatory variables are endogenous (Pesaran et al., 2001). Fourth,
compared to other co-integration techniques, this technique provides better results when working with small samples
(Onafowora and Owoye, 2014, p.58) [18].

It is well established in the literature that any money demand function must include a scale variable (income) and the
opportunity cost of holding money (interest rate, exchange rate). However, in the case where the country is heavily
dependent on oil, the oil price can act as a good proxy for the scale variable as it captures the income effect generated
by international oil price volatility (Alsamara et al., 2016, p.3758). Besides, in developing economies like Algeria,
inflation rate is expected to be more appropriate to measure the opportunity cost (Alhakimi, 2018,p.49) [19]. This can
be explained by the absence of well-developed financial markets; thus real assets are considered more attractive than
financial assets. This empirical work implements the money demand function outlined below:

RM2; = ag + a;0OP;, + aINF; + &........... (1)

Here RMD is real money demand expressed in millions, OP is real oil price in US Dollar per barrel, INF is the inflation
rate. Real oil price is included as a scale variable to capture the income effect generated by international oil price changes,
whereas the inflation rate captures the opportunity cost of holding money. ARDL can be framed for equation (1) as
follows:

ARMZt =c+ ﬁlRMDt—l + ,BZOPt_l + B3INFt—1 +
Ni1 @LARM2_; + 30 02 AOP, _; + XLy @3 AINFy_j +pig.......... @)

Where 1, B2, Bzare the long run coefficients while ¢4;, 4;, @3; and u; represents the short run dynamics and
random disturbance term respectively. The null hypothesis that the long run relationship doesn’t exist that isff; = f§, =

[ = Otested against the alternative hypothesisf; # [, # 3 # 0 by means of F-test. If the calculated F-statistic lies
above the upper level of the band, the null is rejected indicating co-integration and the long run coefficients can be

estimated through £, /B1and 5 /[;. To get short run coefficient estimates, the estimation of dynamic error correction
is carried out using formulation of equation (3).

ARMZt =c+ Zle 81iARM2t_i +Z:ZO 621'A0Pt_i + Z?:l 63iAINFt_i + w ECTt_l +v¥ee.... 3)

Where §;;, 82; and &3;capture short run dynamics and w indicate the divergence/convergence towards the long run
equilibrium. The ARDL model in equation (3) assumes a linear combination between the variables and indicates a
symmetric adjustment in long and short run. Therefore, a linear ARDL estimation will be miss-specified if real oil price
has asymmetric impact on real money demand. To account for potential asymmetries, we test the effect of oil price in
nonlinear ARDL setting as recommended by (Shin et al., 2014, p.286). To do so, we extend the linear ARDL to NARDL
and equation (2) can be expressed as:

ARM2, = ¢ + 6,RMD,_; + 0,0P} , + 050P; + 6,INF,_; +
Y2 prbRM2,_; + 312 ppiAOPE  + B2 p3iAOPZ 1 + 312 payAINF_; + ¢ ©)

Where OP;" and OP; are showing partial totally of increasing and decreasing variations of real oil price respectively.
They are defined as:

OPF =Y!_AOPf = Yi_ max(AOP;,0)............... Q)
OPf = Yi_, AOP; = ¥i_, min(AOP;,0)................ (6)
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Following (Shin et al., 2014, p.286), the nonlinear asymmetric conditional ARDL including OP;" and OP; is written
as:
ARM2; = ¢ + v;RMD;_; + v,0Pf | + v30P7; + v4INF,_; +
Y021 PLARM2,; + 3020 (YoiAOPE 1 + P3;A0P 1) + 02, YaiAMINFy j + e (4)

To test for co-integration, the computed F-statistic obtained from equation (4) is compared to two asymptotic critical
values: a lower bound critical value and an upper bound critical value proposed by (Pesaran et al., 2001, p.280). If the
F-statistic is higher than the upper bound, the null hypothesis of no co-integration is rejected. Long run impact of positive
and negative real oil price changes are v, /u;and v /v, respectively. Likewise, Wald test is implemented to test the
potential asymmetry in effect of real oil prices on real money demand. The null hypothesis of this test supports the

presence of asymmetric impact i.e. Hy: —v, /v, = —vU3 /v,

4. Results and Discussion

The empirical analysis uses annual data for Algeria over the period of 1980-2018. The data are collected from the
World Development Indicators and the reports of the Algerian bank. More precisely, we use the following variables:
real money demand (RM2) measured as money supply (M2) deflated by GDP deflator, the oil price expressed in $US
and inflation rate. In our analysis, we make use of asymmetric oil price changes in where we distinguish between
positive oil price changes and negative oil price changes.

As a starting point, it is necessary to verify that all variables are not integrated of order two (1(2)), otherwise the ARDL
approach will not be applicable. Consequently, we use Augmented Ducky Fuller test to examine the stationarity of the
selected variables. Table 1shows the unit root test results which reveal that all the variables are stationary in first
differences and therefore we can continue with testing for co-integration in the ARDL framework.

Table 1: Stationary tests results

ADF PP

Level 1% Dif. Level 1% Dif.
RM2 1,45 -3,40%** 2,29 -3,88***
OOP | .49 -4, 16%** 0,51 | -5,50%**
INF -1,59 -4,70%** -1,39 -5,68***

The optimal lag structure of the ADF and PP test is chosen based on the Akaike and Schwarz Information Criterion. *,** ***Indicate the
significance at 10%, 5% and 1%, respectively

The optimal lag structure of the ADF and PP test is chosen based on the Akaike and Schwarz Information Criterion.
The result of ADF test show that all the variables (real money demand RM2, real oil price OP and inflation rate INF)
are stationary after they converted to first difference. The findings of PP test appear to support the stationary of the three
variables at first difference, and thus all variables arel(1).

Table 2: Bounds test for co-integration in the linear and the nonlinear specifications

[0)
Model specification | F-statistic 99b/gtll(r)]\ger 99% upper bound | Conclusion
Linear ARDL
10,2297 5,15 6,36 Co-integration
Nonlinear ARDL | 15 657 5,15 6,36 Co-integration
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In view of that, we examine the long-run relationship among the variables by using the linear ARDL co-integration
test. Table 2 for bounds test shows evidence for a strong co-integration in our proposed models since the F-statistic
10.22 and 15.60 are higher than the upper critical bound in the both linear and nonlinear ARDL model respectively. The
diagnostic tests are showing that our linear and non-linear ARDL models are out of any econometric problem.

Table 3: Linear ARDL estimation

Variable Coefficient t-statistic P-value
Long run results
oP, 45,5135 2,6577 0,0120
INF, -187,3737 -2,2702 0,0299
Short run results
Intercept 234,281 6,4233 0,0000
AOP, -7,6225 -3,6423 0,0009
AINF, -18,5260 -3,5837 0,0011
CointEq, 4 -0.0724 -5,2338 0,0000
R? 0,9830
Heteroskedasticity 0,7076 0,5925
Serial correlation 1,7547 0,1897
Jarque-Bera 2,1103 0,3481
Ramsey reset 2,7010 0,1101

Moreover, the estimated results of the long run relationship show a positive and significant impact of oil price on the
real money demand in the Linear ARDL Model. It means that increasing oil price is increasing the demand for money
in Algeria. But this result is not reliable due to an argument that both increasing and decreasing oil price would not have
same effects.

Therefore, we have done this analysis in the nonlinear setting. Results are presented in Table 5 whereas Table
4presents the long run coefficients computed from the dynamic model shown in Table 5. Results reveal that in the long
run, oil price affects RM2 only when it records an increase. The estimated long run effect associated with positive oil
price changes is 25, 2649 and is statistically significant at the 5% level (see Table 4).

However, negative changes in oil price are found to be insignificant. This means that when real money demand
increases when real oil price rises, but does not follow the real oil price when it drops.

In addition, an evidence of asymmetry can be observed from the magnitudes of oil price increasing and decreasing
variables, the coefficient of oil price increases is showing higher magnitude than the coefficient of oil price decreases.
According to table 3, the Wald test rejects the null hypothesis in the long run for real oil price at 1% significance level,
which supports the presence of an asymmetric impact of oil prices on real money balances in the long run. Regarding
the short run impact of oil price changes, from the results in table 3 it can be seen that the coefficient of CointEq,_4in
the linear ARDL model is negative and significant.

Therefore, short run relationships exist. Both oil price and inflation rate are showing negative effects on RM2.
Contrary to the long run, oil price in short run tends to decreases the demand for real money as 1% increase in oil price
decreases RM2 by 7,62%.
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Table 4: Long run coefficients for nonlinear ARDL model

Variable Coefficient T Prob.
statistic
INF, -72.0105 -4.1886 0.0003
OP_P, 25.2649 5.7082 0.0000
OP_N, 7.4654 1.2633 0.2181

In the nonlinear model, positive oil price changes negatively affect real money demand contemporaneously as well as
one lag period. A boom in oil prices increases the income level of both the individuals and the economy, which
encourages households to increase their consumption and/or ownership of foreign assets. As the opportunity cost of
holding the national currency increases, this leads to a decrease in the ownership of real money balances. Similar results
are reported by (Siregar & Ward, 2002, p.52) [20].

Moreover, oil price decreases have insignificant impact on RM2 but its second lag appears to have negative effect.
In other words, two years lags oil prices decrease are also determining real money demand in short run. When oil price
decreases, production and investment fell. This decline in production results in an increase in demand for goods and an
increase in the interest rate. This in turn decreases the demand for real cash balances. This findings supports earlier
studies that oil price shocks are an important determinant in the long run of money supply in oil exporting economy
(Boye, 2001, p.58; Siregar & Ward, 2002, p.52; Olomola & Adejumo, 2006, p.29; Farzanegan & Markwardt, 2009,
p.142) [21]. Finally, inflation variable shows negative influence on the demand for real money in short and long run in

both models.
Table N°05: Nonlinear estimation results

Variable Coefficient t-statistic P-value
Intercept 831,9124 126,6929 6,566370 0,0000
RMD,_4 -0,294964 0,068790 -4,287915 0,0002
OP P, 4 7,452249 1,501049 4,964695 0,0000
OP_N; 4 2,202036 1,573337 1,399596 0,1739
INF,_4 -21,24050 3,574307 -5,942551 0,0000
ARMD,_, -0,188369 0,124361 -1,514693 0,1424
AOP_P; -15,29885 4,398717 -3,478025 0,0019
AOP_P, 4 -11,14070 4,769549 -2,335797 0,0278
AOP_N, -5,071535 3,080051 -1,646575 0,1122
AOPN,_, -7,588594 2,942658 -2,578823 0,0162
AINF, -12,10530 4,830985 -2,505762 0,0191

R? 0,795402
Heteroskedasticity | 0,5420 0,8437
Serial correlation | 0,5464 0,5863
Jarque-Bera 0,5280 0,7679
Ramsey reset 0,0719 0,7908
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5. Conclusion

This paper sought to explore the effects of oil price volatility on the stability of money demand function in Algeria
over the period 1980-2019. This research examined this issue in both linear and non-linear ARDL settings developed
by (Shin et al., 2014, p.286) in order to capture both short and long run asymmetric relations between money demand
and real oil prices. Further, the CUSUM and CUSUMSQ tests were performed to verify the stability of money demand
function over time.

Unit root test results show that all variables used in the analysis are integrated od order one. In addition, bound tests
show evidence of strong co-integration in both the linear and the nonlinear model.

In the linear ARDL model, results reveal positive impact of oil price on real money demand in the long run. Conversely,
real oil price tends to have small negative effect in the short run which is may be due to the public support to the
economy in times of crises including oil revenues saved during oil price booms.

In the non linear model, oil price increases appear to have positive effect on the real money demand in the long run,
whereas oil price decreases are found to be insignificant. Furthermore, real oil price is found to have an asymmetric
impact on real money demand meaning that real money demand reacts differently to a decrease compared to an increase
in oil prices. The greater impact of oil price increases on real money demand is related to the high dependence of the
Algerian economy on oil. In addition, inflation has negative influence on the demand for real money in short and long
run in both models.

Another empirical aspect of this study which involves test of stability exhibit the stability of the real money balances
function as neither the CUSUM nor the CUSUMSQ plots cross the 5 percent critical boundaries.
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role in development, both among theorists and even international institutions. The World
Bank’s 1997 report on world development came under the title “The State in the
Changing World. For the majority of economists, sociologists or political scientists who
have examined the importance of the role of the state in development. the problem is no
longer whether the state should intervene or not?, but what is the nature of this
intervention? and what are the administrative, economic or legal mechanisms for its
action. What were the forms of this involvement, in which sectors? . How does the state
relate to society and the market? What autonomy does it enjoy to play a positive
economic role? Are the costs of these distortions greater than the increased benefits
generated by this public / private cooperation?

1. Introduction

The development economy has evolved greatly since its emergence in the begining of World War II.
Development did not unfold as it was historically envisioned. And the paradoxes still challenge the traditional concept of

development.

So, the definitions that spread after the Second World War and until the 1960s were dominated by the economic
outlook and were closer to rapid economic growth than to the current concept of development. But the fifties and sixties

witnessed developing countries. achieving growth rates close to the desired rate (United Nations Development 6%).
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Nevertheless, the appearance of poverty, illiteracy, and disease did not disappear. The gap between the social classes
expanded, and from here the concept of development changed after Latouche expressed this in what he called the concept
explosion. And the transition to a new concept of development was carried out. Away from the predominance of the
economic outlook with the beginning of the differentiation and distinction between the terms growth and development.
Among the economic thinkers who moved this curve Frangois Perroux, who believes that growth is the continuous
increase over a period of time or several long periods of time (each one of these periods consists of several Quasi-original
cycles) for the measurement index for a nation, the net gross product, the real meaning is not the rise in the real output of
the individual. As for development, he defined it as a combination of mental and social changes for a static, which makes
it capable of raising the GDP in a cumulative and sustainable manner. With the passage of time, the concept of
development expanded to take on other social, political, cultural and environmental dimensions. It is possible to identify

the main stages of development of the theory of development:

e Industrialization, Growth, and Modernization (1944-1961).

e  Structural transformation (1960s).

e  Strengthening the independence of developing economies (1970s).
e Macroeconomic Stability: The Washington Consensus (1980-2000)
e Development according to goals (2000 - present).

The World Bank indicated in the International Development Report for the year 1991 that the main challenge
for development is to improve the quality of life, especially in poor countries. It does not include only an improvement
in the level of income, but also goes beyond that to include improving the level of education, health and nutrition as well
as maintaining a clean environment. Achieving equality among individuals in providing all opportunities, including
expanding freedoms and strengthening capabilities. Which calls into question about the impact of state intervention in
the process of economic development? Has the developmental state model proved its success in the process of economic

development?.

2. The role of state in the economy development

The development agenda related to the neoclassical economic thought in the 1980s supported the non-interference
of countries in the markets and considered state intervention as a disincentive to market activity and development.
Therefore, development prescriptions in the 1980s in developing countries were related to the implementation of policies
that provide for the minimum participation of states in development processes. Williamson compiled a ten-point list of
economic liberalization-related reforms for developing countries in 1989. This list of economic reforms supports
“structural adjustment programs” in developing countries which are referred to as the Washington Consensus .. However,
the economic programs implemented under the Washington Consensus It did not result in positive changes in the
economic performance of most developing countries. Since development challenges have remained unresolved in the
developing world after the implementation of economic liberalization programs based on modern classical economic
thought, the role of the state and institutions in the economic performance of the post-Washington consensus is being

broadly strengthened to improve the economic conditions of developing countries.

The development state is defined as “states whose policy has focused on a sufficient degree of power, independence

and the ability to form, pursue and encourage explicit development goals, whether through establishing and strengthening
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the conditions and direction of economic growth or by directly organizing it, or changing the group for both (Babayev,
2015)

The economic development requires a state. It can create and regulate the right conditions for development. (Bolesta,
2007)

The Development Report, issued by the World Bank in 1997, was titled "The Important Role of the State in a Changing
World". He stressed that the partnership between governments and citizens, cooperation between all segments of
society, "good governance" and the ability of states to promote economic development and maintain official institutions
are of the utmost importance for development. The report seeks to promote the idea of a "developmental state”. With
regard to the modern role of government, Stiglitz argues that “ideological debates must end; there must be agreement
that while markets are the focus of the economy, governments must play an important role in recent years, Stiglitz has
been deeply involved in controversy. The economic development of East Asia, Russia's transition. to a market
economy, globalization, economic development, and a redefinition of the modern role of the state. Pivotal in
influencing and managing the global economy.

When the state is absent, the market cannot organize itself because, as Joséphe Stiglitz said, one of the facts on which
the invisible hand is concerned is that it is hidden, which means that it does not exist at all. This function is essential for
the state and it is necessary in order to solve the problem of market failure as well as external effects (les externalités)
because the absence of control in the economy leads to imbalances in prices and employment. The 2008 global crisis
was due to getting rid of market controls, as Stiglitz mentioned in his book "Free Fall: The United States, Free Markets
and the Fall of the Global Economy™ in 2008 in his analysis of the crisis. During negotiations to approve a plan ... for
financial rescue, she addressed Nancy Pelosi, Speaker of the House of Representatives, then US President, said: "We
are here today because no one was watching the market ..."

3. The Brazilia experience

The experience of Brazil is considered one of the pioneering experiences in the world. The Brazilian economy
was able to jump in a short period to sixth place in the world and surpassed the British economy in 2013 and after it was
an economy that was rejected by its access to loans from the International Monetary Fund in 2002 to a country to which
the Fund owes fourteen One billion dollars, and this is during the eight years of President Lula de Silva’s rule. In the
historical context, the Brazilian miracle began with the development results achieved in the period between 1968 and
1774 after the 1964 coup against Goo Goulart, during which growth reached more than 11%. An increase in the minimum
wage b 62% (€ 231 in 2010, benefiting 45 million people (employed and retired)) Increase in the income of 10% of the

poorest class by 72% and the income of 10% of the richest class increased by 11%.

3.1. Brazil before 2003

After the 1964 coup, Brazil knew the emergence of a military dictatorship, and despite that, Brazil achieved a good
performance in the economy, as the ruling regime at the time was concerned with developing the economy and political
life. For this reason, the Military Council appointed a technocratic government headed by Delfim Netoo, who chose a
growth strategy for the manufacture of imbalanced import substitution by focusing on Leading sectors such as the iron
and steel sector, electronics and cars, (Mohamed, 2016) and after the impressive performance of the Brazilian economy
from 1968 to 1973, the economy fell to a rate of 6% between 1974 and 1980 as a result of the oil crisis that raised oil
prices, which affected Brazilian imports of oil as Brazil faced A severe debt crisis in the eighties due to the policy pursued
by the military rulers.

During this period, Brazil paid attention to development through the establishment of the Federal Ministry of Planning
and General Coordination in 1967 and the issuance of five-year plans for public investment programs (DavidJ & DavidJ,
2018), and after the transition to civil rule with President Jose Sari in 1985, the transition to the capitalist economy was
carried out, the governments confirmed the policy of economic production and launched the privatization process (as in
Many third world countries) and the huge inflation that hit the country was confronted with the "riyal plan”, which
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included the launch of the riyal as a new currency whose value was set at $ 1, and after this plan achieved positive results
related to reducing the level of inflation until Brazil faced the crisis of the Asian Tigers in 1998, it decreased. The value
of the currency, Brazil turned once again to the International Monetary Fund (FMI) (Hassan, 2012).

In parallel with these reforms in the economic field, the government embarked on a process of proposing state reform
stipulated in the master plan for reforming the state apparatus announced in 1995, which is a plan inspired by the
administrative reforms that were implemented in some OECD countries, especially Britain. (Enrique, 2003, p. 62)

The loan was agreed upon in exchange for reducing the currency exchange rate and reducing the volume of public
spending, but Brazil was unable to repay the loan and the Brazilian economy was threatened with collapse, so President
Cardoso’s administration resorted to the International Monetary Fund. The American administration intervened in order
for Brazil to obtain the loan, hoping to save the economies of South America. Under this agreement, Brazil obtained a
loan of 30 billion dollars, But on the condition that the bulk of it was spent in 2003 after the coming of the president,
which resulted from the elections in October 2002 (Hassan, 2012).

3.2. Brazil in the era of Lula de Silva

In 2003, a new president was elected in Brazil, and he was different from his predecessor, Cardoso - who was an
academic - in that he had left Lula, as Brazilians call him, left school at a early age, and because of his profession.
union struggle, the hopes of the workers were linked to its seizure of power when it was seen by the employers. The
company was seen as left-wing and therefore panic reigned in the market, although its election platform was to give
importance to export growth. the presidency in January 2003, the economic situation of Brazil was not good, because
the inflation rate reached at the end of 2002 at the level of 12.5% and the average income of the Brazilian citizen
decreased by 13.5% in La period from 1999 to October 2002.

But he pledged to respect the agreement signed with the International Monetary Fund with his predecessor Cardoso,
and even went further when he set the target for a budget surplus of 4.25%, which is 0.5% higher than the conditions of
the International Monetary Fund, and Lula de Silva pledged that his political priority is to overcome poverty and hunger
that afflicted More than half of the Brazilian people (Lehman, 2008), "If every Brazilian at the end of my mandate
could have eaten three times a day, | will have fulfilled my life's mission." (speetch, 2002).

From the beginning, Lula de Silva worked to calm the markets. Perhaps this is the reason behind his pursuit of the
economic policy of his predecessor, Cardoso, and even exceeded it, as was evident in the voluntary increase in the
ceiling of the budget surplus agreed upon with the International Monetary Fund before he came to power. He continued
to reform the pension and tax system that had been launched in the previous presidential term, and these steps were
reluctantly endured by Lula de Silva's Labor Party militants and by many within the government (except for the
economic team) and were deemed inevitable in order to ensure stability.

The leftist president had to search for compatibility between stability and reassurance of investors and businessmen on
the one hand, increasing the state’s presence in social life, protecting local institutions (especially small ones) and
providing better protection for the poor and workers with a better distribution of income, so the government tried to
clarify the benefits that would accrue to the poor in case Achieving sustainable growth and economic stability.

In order to avoid the reaction of the left-wing currents that supported the position of Lula de Silva, an end to the
privatization process and a contribution to the reforms launched by his predecessor, Cardoso, in order to build a new
model for the state. Which governs the partnership between the public sector and the private sector in infrastructure
projects.

So that the state determines the conditions and is based on project management and accomplishes some investments,
and after the completion of the works, the private enterprises become the actual operator of services (roads, railways
and metros), and the Fonds Public Fund guarantees them a minimum level of profitability (SallumJr, 2010).

In addition, in 2003 my sons Silva launched the Fome Zero Hunger Program, which is a multisectoral national strategy
based on four pillars:

e Have access to basic food for everyone.

e  Promoting family farming with the Promaf program established in 1996)
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e Create income-generating activities and greater social participation

e The Bolsa Familia program, which is the most important in the fight against poverty, is directed to families,
bolsa ascoa, and is directed to families (for children enrollment in schools and health care for children and
pregnant women)

In favor of this program, and within ten 10 years, Brazil has made tremendous steps in fighting poverty. The rate of
those living below the poverty line decreased by 43%, 32 million people joined the middle class, the extreme poverty
rate moved from 9.7% to 4.3%, and the malnutrition rate decreased by 70%.

Despite the criticisms directed at the policy adopted by targeting the inflation rate, interest rates and public debt, the
first three years from 2003 to 2005 bore very positive results, as the trade balance recorded a surplus since the first year
that was sufficient to create a positive balance in the current account balance, and the debt volume ratio decreased. The
year to GDP reached its lowest level since 1975 and at the end of 2005, the Lula de Silva government was able to
prepay the IMF debts estimated at R $ 15.45 billion due in 2007 (Marques & Nakatani, The economic policy of the
Lula government:change or continuty?, 2007)

After his re-election to a second presidential term in 2006 and then maintaining all these programs, as it seemed that
stability had been achieved, economic growth and public investment (especially in infrastructure) became a priority.
Long within a new institutional framework: central authority for decision at the highest level, exemption of budget
allocations from tax restrictions, clear efforts to attract private investors through concessions and partnerships between
the public and private sector (PPP) The role of the state was increased through the National Bank for Economic
Development (BNDES), whose mission was to expand investment, as the investments supported by BNDES
represented 20% Of the total investment in Brazil for the period from 2009 to 2015. (Ferraz & Coutinho, 2019)., and
the country, through BNDES, strengthened a group of companies and economic groups such as FIBRIA, JBS, Gerdan,
Camrgo and Vale odeberecht. Depending on its need to unite the champion companies and directing an increasing
volume of public resources to National economic groups, the goal of improving the international integration of Brazil
The state funded acquisitions, internationalization projects, joint ventures and expansions. Latin American integration
and economic development were linked to the active role of the state in the processes of internationalization of national
capital (Filgueiras & Oliveira, 2013)

This policy achieved several results, including:
e Lifting 28 million people out of misery
e 16.6 million official jobs

e 39 million Brazilians enter the middle class (c), 52% of the population, in 2010

Figurel: State size, in Brazil for the period 1970-2015
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This indicator summarizes several aspects relating to the size of the State: 1) the consumption of general government
as a percentage of total consumption; 2) the importance of transfers and subsidies as a percentage of GDP; 3) the use of
public investments rather than private investments; and 4) the marginal tax level. this indicator numbered from 0 to 10
the 0 signifies a very strong intervention or presence of the State very and the 10 signifies a minimal intervention of the
State.

This information is constructed by the CATO Institute located in Washington. which is an organization created in the
mid-1970s concerned with the defense of free enterprise.

Figure2: PIB par habitant lin Brazil ($ US constant 2010)1969-2019.
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During the period 1960-2019, the lowest value was in 1990 (3 417,352USD). The index continued to increase until
it reached the value (11 121,74USD). the highest recorded value. The change recorded between the first and the
last year is 225%.and The annual average for the period 1960-2019, is 7,934.79USD.
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With the presence of liberalism that led to a series of reforms, it greatly reduced the "pioneering™ dimension of the
state that prevailed during the national development stage. However, the state did not abandon its organizational
capacity, so it preserved a great deal of its ability to effectively intervene in economic life. Despite the privatization
that Brazil witnessed during this period, some important sectors, such as the electricity sector, remained
subordinate to the public sector, and the state in other sectors retained the discretionary power. In the oil sector, for
example, the state retained its power to grant concessions in mining areas, and it remained the largest shareholder
in Petrobras. The state also maintained control of so-called "strategic" companies, such as the national
manufacturer of medium and small aircraft. Embraer. And it enjoyed the right of veto against projects that are
considered contrary to the interests of the state. Through the option of “golden participation” in the privatized
companies. This criterion - which is the criterion of “strategic value” - has played a crucial role in the privatization
process of public banks. In Brazil, community development banks (BCDs) are modern forms of solidarity
financing in Brazil. They originate in the symbolic experience of a diamond bank in a poor suburb of Fortaleza. It
is a popular and solidarity micro-credit system that seeks to build local solidarity economy networks in order to
provide income and create job opportunities for the community.

4. The Malaysian Experience

Malaysia is an emerging country from Southeast Asia, and after getting rid of British colonialism in 1957 and due to
income disparity between classes (Malay, Chinese, and Indian) riots broke out in May 1969 to be the starting point for
the path of growth through the launch of politics NEP . Planning in Malaysia is a tool for economic policy and has been
used in the wake of The Second World War was introduced by the British with the Draft Development Plan for Peninsular
Malaysia (1950-1955).The contemporary history of the Malaysian economy is closely linked to the development of the
state, itself the result of the launch of the NEP in 1970.This developmental role of the state engages the emerging small
economy in academic and intellectual debates on the role of the state. the pivot was the World Bank report on the Asian
miracle

4.1. Malaysia before the Mahathir era

The Malaysian state has successively implemented many economic policies The most striking thing is the
adoption of NEP, .the new economic policy (1971-1990) by the National Operations Council, led by Prime Minister
Attak Tun Abdul Razzag, which is considered a long-term development strategy. the begining was the first five-year
plan from 1971-1975 by the Malaysian state in a powerfully interventionist policy . This marks the end of the postcolonial
transition period and opens the way for vigorous growth and national development. The NEP includes four main sectors
that are areas of state intervention, namely: (Lafaye de Micheaux, 2014)

Agricultural, hunting and forestry policies.

Manufacturing, mining and construction

Improving urban and rural life
e Educational policies

4.2. Malaysia in the era of Mahathir

In its new development policy, wisdom sought to simulate the mechanisms of consultation in Japan between the
government and businessmen, and this is reflected in the slogan of Prime Minister Muhammad Mabhathir, "Follow the
policy of the East." The official consultations began in 1991 when the government hosted industrial leaders to discuss the
national budget with finance officials in a dialogue. On the budget, which he promoted with great publicity, and in the
same year Mahathir created the highest advisory body, the Malaysian Business Center Malysian Busnies Concil MBC,
which included more than sixty members of the government, workers and industrialists and was chaired by the Prime
Minister (Al-Suwaidi, Saif Al Shamsi, & translation, 1 st Edition 2000). The NEP included four five-year plans ending
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in the year 1990 and aimed at eliminating poverty and reducing the differences between classes and customs, especially

the indigenous Malay population of Bumtras, granting them many privileges in work and investment.

After assuming the position of Prime Minister in 1981, Mahathir wanted to change the face of Malaysia in a
range of economic issues through the policy of "looking east", which not only meant efforts to emulate certain aspects of
the Japanese and Korean miracles, especially the state's intervention to develop heavy industries, but also Efforts to
establish sogsosha commercial agencies in the Japanese way as well as improving relations between the public and private
sector (Malaysia incoproted malaysia and privatization due to some failures and after a great discussion about the "look
east” campaign Mahathir explained that he was aiming to promote Malaysian economic development and
industrialization. By adopting and realizing a Japanese-style work ethic, he emphasized that Japanese and Korean work
discipline, work ethic and productivity were crucial to their economic miracles and thus must be emulated by Malaysians,

especially Malay workers. (Sundaram, 2104).

Mahathir says that one of the reasons that compelled us to think about privatization is that the general demand
for facilities and services has far exceeded our ability to provide them, especially the financial and human capabilities of
the government, and waiting for them to be available to the government, will mean a delay in providing the necessary
facilities and services and insufficient services impeding the development and economic development of the country.
(Mahathir Mohamad.translated par AminAl-Ayoubi, 2014).The privatization process began with the privatization of the
Communications Directorate, then the privatization of the North-South Highway, and extended to power generation
facilities, water supply facilities, post offices, airlines and the automobile industry, some of which were partially
privatized, such as the National Heart Institute. Only the administration was privatized, and some companies remained
government-owned, such as the largest company, the National Petroleum Corporation, Bertonas, because it proved that

a 100 percent government-owned company could do as well. (Mahathir Mohamad.translated par AminAl-Ayoubi, 2014).

Figure3: State size in Malaysia for the period 1970-2015
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This indicator summarizes several aspects relating to the size of the State: 1) the consumption of general
government as a percentage of total consumption; 2) the importance of transfers and subsidies as a percentage of GDP;
3) the use of public investments rather than private investments; and 4) the marginal tax level. this indicator numbered
from 0 to 10 the O signifies a very strong intervention or presence of the State very and the 10 signifies a minimal

intervention of the State.

This information is constructed by the CATO Institute located in Washington. which is an organization created

in the mid-1970s concerned with the defense of free enterprise

Figure4: PIB par habitant in Malaysia ($ US constant 2010)1969-2019
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For the entire period 1990-2019, the lowest value was in 1990 (10,306,082). The index continued to increase
until it reached the value (28,364,487) in 2019. This was the highest recorded value. The change recorded between the
first and the last year is 175%.

5. Conclusion

The development models and experiences that some countries have known have shown that development needs
the presence of the state that sets plans and programs, stimulates and encourages economic activity. The state’s presence
is more than necessary, especially in crises and market deficits. The state, not others, and from here emerged what is
known as the developmental state. It is a state that places economic development as a top priority for government policy
and is able to design effective tools to promote this goal. The tools will include establishing new formal institutions,
weaving formal and informal networks of cooperation between citizens and officials, and exploiting new opportunities
for trade and profitable production. Whether the state governs the market or takes advantage of new opportunities
presented by the market depends on certain historical circumstances. One of the features of a successful developmental

state is its ability to shift from market-oriented growth to state-directed growth, or vice versa, according to geopolitical
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conditions, in addition to combining market and state. The degree and nature of the state's participation in economic
activity varies according to circumstances. The existence of a state was associated with the development of developed
countries, even if at the level of economic theory, the state should not interfere. But social protection policies have
always been in place. Likewise, protectionist policies have always been protected by the countries of their nascent

industries.

Depending on the level at which one looks, the interpretation of Malaysian reality differs. A case study for
economists, it offers an example of economic development and modernization through industrialization, of controlled
and sustainable growth leading to an exit from underdevelopment through a rebalancing of sectors and a positive
anchoring in globalization. Participating in the Asian miracle for the World Bank, we find it among the countries

illustrating the pattern of the developer state.

Finally, it is not because the developmentalist state model is important in the analysis of development policies.
that the concept does not meet with serious criticism, in particular in the tendency towards the authoritarianism of the

regimes. and corruption by the rapprochement made between business circles and the political world.

For the majority of economists, sociologists or political scientists who have examined the importance of the
role of the state in development. the problem is no longer whether the state should intervene or not? ., but what is the
nature of this intervention? and what are the administrative, economic or legal mechanisms for its action. What were
the forms of this involvement, in which sectors? . How does the state relate to society and the market? What autonomy
does it enjoy to play a positive economic role? Are the costs of these distortions greater than the increased benefits

generated by this public / private cooperation?
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1. Introduction:

Insurrance companies are among the important financial institutions because of their social and economic
importance ,especially with the growth of the insurance sector in the recent years.
These companies have a specific privacy as they differ from other industrial and even service institutions ,because
they play a dual role where the first one is to provide an insurance service to those who request it by paying a certain
premium ,and the second role is to get the insured’s money and reinvest it for a certain return ,this make them
vulnerable to many risks including Financial failure which leads to bankruptcy, this failure can be predicted by
using several models among them kida model which we will address in this study.

The study problem can be formulated as follows:
How effective is the Kida model for predicting financial failure in Algerian insurance companies?
Which can be divided into the following sub-questions:

- What is financial failure and what are its causes in insurance companies?
- What are the financial ratios that make up the Kida model?

- Can we predict the financial failure in Algerian Insurance companies by using Kida Model ?

And to answer the problematic and the previously raised sub-questions we formulated the following hypotheses :
- One of the main causes of financial failure in insurance companies is insolvency.
-The Kida model is considered ineffective in Algerian insurance companies.

The study derives its importance from:

- Financial failure is one of the most important problems for study and research ;

- Predicting financial failure provides important information to stakeholders to take appropriate corrective
actions ;

- Avoid recurrent bankruptcy that have negative effects on the economy .
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- Many insurance companies experienced financial failure and bankruptcy in previous years in the United States
and the European Union.

we aim through this study to the following :

- ldentify the financial failure in insurance companies and its causes;
- Learn about kida model ;
- Drop the Kida model on a sample of Algerian insurance companies.

To answer the problematic raised , the following points were addressed :

Section 01 : The concept of financial failure and its causes .
Section 02 : Prediction financial failure by using the Kida model .

Section 03 : A case study of Algerian insurance companies.

2. The concept of financial failure and its causes.

2.1. Definition of financial failure

Many financial and accounting researchers disagreed about the definition of financial failure, and became there are
many concepts and terminology associated with this concept, which made the views of those interested in determining
the stages and types of failure, some of them believe that financial failure means the failure of the institution to pay its
obligations at maturity, and others believe that it means the institution to stop paying its debts due to insufficient
liquid assets to cover their financial obligations.

The concept of failure has been associated with the economic researcher Beaver, who is the first to use this term to
indicate the beginning of the institution to reach bankruptcy, where it is defined as "the inability of a firm to pay its
financial obligations as they mature. Operationally a firm is said to have failed when any of the folllM'ing events have
occurred: bankruptcy, bond default, an overdrawn bank account or non-payment of a preferred stock dividend.
(MEDJOUB & HOUAS, 2020, p. 93)

We can say that failure is a situation that arises when the realized rate of return on invested capital is significantly and
continually lower than prevailing rates on similar investments .It may involve cases where , revenues are insufficient to
cover costs , or the average return on investment is lower than the cost of capital (Ibrahim, 2003, p. 15).

2.2. Causes of financial failure in insurance companies

All the causes that may generate the bankruptcy of insurance companies are reunited under the form of its insolvency
(Luminita, 2010, p. 103) .

We have identified some common causes of insurance company failure supported by both recent and past failures. In
addition to the fraudulent activities and management ,incompetence, which may be found in any industry, there are
many closely linked factors that are more specific to insurance company failures. (Roger & others, p. 40)

The following figure shows the most important reasons that lead to financial failure in insurance companies.
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Figure 01 : Causes of financial failure in insurance companies .

Under
Pricing

Under

. Rapid
Reserving

Expansion

Entry into
New Areas

Unforesee Delegated

Authority

Catastrophes Reinsurance
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Through the previous figure, it can be said that the most important reasons that lead to the financial failure of insurance
companies is the company’s entry into new markets without prior study which makes it unable to compete with other
insurance companies, and this appears through the lack of good appreciation of the prices of insurance products,also
insufficient provisions.

In addition, the poor study of reinsurance operations by accepting large amounts of operations, which the insurance
company cannot compensate for in the event of realizing the risk

2.3 Reasons to care about financial failure in insurance companies

there are many reasons why the insurance industry , and those associated with it ; should be concerned with the failure
of insurance companies.The failure of a company has an impact on (Roger & others, p. 3):

The policyholders at the time of the failure : if they have an outstanding claim it may not be paid, or paid in

full.Even if there is a market scheme to pay claims in such a situation , it may not pay the full value of the claim .In

addition the policyholder may not get all the unexpired premium back , and even if they do , they will probably

have to take out a newn policy before they get the money .

Other insurers : other insurance companies can lose out if :

e They were reinsured by the company , since they may not be able to get their claim paid in full ;
e Fewer people buy insurance because of a lack of trust in insurance companies ;

e  The failure leads to increased regulation ;

e They have to pay levies to meet the shortfall in claims .

- The staff and any contractors or consultants : sta ff will suffer a loss of wages , perhaps some for work they
have already done but all future wages until they can find re-employment .For some more senior people that
may be made more difficult if there is any stigma attached to having worked for a failed insurance company.

- Other creditors of the company : creditors are unlikely to get back all that they are owed .

- The shareholders of the company : the shareholders lose out on future dividends and their capital .1t is
interesting to consider where this capital has gone. Assuming fraud is not an issue , it may well have gone to
policyholders in the form of lower premiums .In some senses failure can be thought of as distributing capital
shareholders ( arguably the richer in society ) to the more general public .

- The general public and the economy :the general public could suffer from higher taxes used to fund increased
regulation , higher taxes to pay unemployment benefits ,higher premiums to pay for levies on insurers to pay
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the shortfall in claims and higher premiums because of the reduced competition in the market place .There can
also be a general the economy .This has been demondstrated recently in Australia .HIH was the second largest
general insurer, it collapsed in 2001 .As a result of this , many small businesses and community organisation
have been unable to get cover or have had very large premium increases . Without cover , many organisations
are unable to continue operating .

In summary , the failure of other companies costs money .So it should be a concern of every company both to identify
potential failure and so to minimise the finantial impact of such failures. Actuaries are well placed to do a lot of
this work .From a public interest point of view they also might have a role to play in preventing and minimising
the cost of such failures to the public (Roger & others, p. 4)

3. Prediction financial failure by using the Kida model
3.1. Importance of the financial failure ’s prediction

Over the last five decades, financial failure prediction has been an interesting topic for researchers because of its
incredible significance to companies, the economy, and all other concerned parties (Sumaira, Elisabete, & Zélia, 2019,

p. 3).

Financial failure prediction could be regarded as a specific form of classification problem. Before applying prediction
methods to corporate financial failure prediction, which is generally based on analyzing the financial ratios, predictor
variables should be selected from many financial ratios or should be constructed from the combination of financial
ratios (Ashoori & Mohammadi, 2011, p. 570).

prediction of the financial failure enables us to reach to causes of entreprises ’s failure. All persons and foundations
being in a profit relation with entreprises are closely interested with financial failure predictions (Gulsum & Umit, p.
128)

3.2. Models of prediction finacial failure

In the late 1960s , several studies were developed a several models for failure prediction ,researchers have examined
some of these models in order to identify their ability to predict corporate failure (Sufian & Suleiman, 2018, p. 182) .

The origin of the development of business failure prediction models is placed in Beaver’s and Altman’s work, which is
considered to be pioneering in this field.

Using their models as a basis, a large list of researchers has developed their own ones, usinga wide range of financial
ratios as independent variables in statistical models obtained by a variety of methodologies, in order to predict failure
(GARCIA-GALLEGO & MURES-QUINTANA, 2012, pp. 3-4)

The more notable published contributions are Beaver (1966 ;1968 a ;1968b), altman (1968 ;1973) , Altman and
lorris(1976) , Altman and McGough (1975) , Altman ,Haldman and Narayanan (1977), Deakin (1972) , Libby
(1975) ,Blum (1974) , Edmister (1972) ,Wilcox (1973) , Moyer(1977) ,and Lev (1971) .Tow unpublished papers by
White and Turnbull (1975a,1975b), and a paper by santomero and Vinso (1977) are a particular interest as they appear
to be the first studies which logically and systematically develop probablistic estimates of failure (Ohlson, 1980, p. 109).
The following table shows the most important models according to their chronological order.

Table 01 : models of prediction financial failure.

year researcher year researcher
1966 BEAVER 1982 TAFFLER
1968 ALTMAN 1983 BOOTH
1970 MEYER & PIFER 1984 FUIMER
1971 WILCOX 1984 ZMIJEWSKI
1971 LEV 1985 CAMPISI
1972 DEAKIN 1985 ZAVEGREN
1974 ALTMAN & MCGOUGH 1986 CASEY
1974 BLUM 1987 SHERROD
1975 LIBBY 1990 KOH
1975 SINKEY 1992 HART
1976 ARGENTI 1992 PAZ
1977 MOYER 1993 EDWARDS
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1977 TAFFLER and TISSHOW 1997 WARD and FOSTER
1980 OHLSON 1999 LENNOX

1981 KIDA 1999 KOH and TAN
1981 VEAZY 2002 SHIRATA

Source : Prepared by the researcher to rely on :

- Ana GARCIA-GALLEGO, Maria-Jesus MURES-QUINTANA, BUSINESS FAILURE PREDICTION MODELS: FINDING THE
CONNECTION BETWEEN THEIR RESULTSAND THE SAMPLING METHOD, Economic computation and economic cybernetics

studies and research, cademy of Economic Studies - January 2012,p p1-2.

The ability to predict financial failure is dependent on models whose variables requires other models or relatively
complex formulas to ascertain (Kutum, 2015, p. 80)

3.3. Kida model

The study aimed to determine the predictability of financial failure of companies through the construction of a prediction
model, based on the method of discriminatory analysis step-by-step based on 20 financial ratios and a sample of 40
institutions, half of which are distressed and the other half non-defaulted. A short period of time spanned from 1974 to
1975, while the results of this study coincided with the results of the Altman study in ratios that have the ability to
predict financial failure (MEDJOUB & HOUAS, 2020, p. 96)

Kida’s model relied on five separate financial indicators to predict financial failure .According to the discriminant
function developed by Kida is as follow :

Z=-1.042 X1-0.427X2-0.461X3-0.463X4+0.271Xs
Where :
X1 : net income /total assets .
X2 : total shareholders’equity /total debts .
X3 :quick assets / current liabilities .
Xa : sales(revenue)/total assets .
Xs : cash /total assets .

A negative Z-score implies a problem firm, where as a positive Z-score implies a non —prpblem firm (Islam S &
Renas I, p. 38).

4. A case study of Algerian insurance companies
4.1 Introducing companies under study

The kida model has been applied in four Algerian insurance companies represented by Alliance Insurance ,
CASH ,CAAT and CCR as follows :

Allince insurances : it was established on July 30, 2005 by virtue of Order No 95-07 of January 25, 1995,
issued by the Ministry of Finance related to the opening of the insurance market ; with a capital of 2.2 billion
DZD. It is a company with shares of Algerian shareholders. It targets the traditional sectors of insurance such
as industrial risks, cars, transport and others.

By entering the Algiers Stock Exchange in 2011, Alliance Insurance was the first private company to enter the
stock market in Algeria, which divides its capital into 5804511 shares with a nominal value estimated at 200
DZD per share, and has 262 agencies distributed over 44 states. Alliance Insurance provides its services to the
private , professional And companies (www.alliance.dz).

CASH : it is one of the most recent insurance companies for risks (commodities and liability), with public
capital, which was established according to Order No 95-07 which provides for the opening of the insurance
market and that was on July 31, 1999 and began its work in 2000, it is considered a branch of the Sonatrach
complex, which is the main shareholder in 82% of its social capital is in the name of the Ministry of Energy,
and the remaining 18% is from two institutions in the Ministry of Finance, represented by CCR and CAAR.
Now it occupies an important position in the national market in terms of securing major risks, and it provides
several services and products, the capital of which is estimated at 7.8 billion DZD (www.cash-assurances.dz).
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CAAT :It was adopted on April 30, 1985 in accordance with Decree 82/85 for insurance against the risks of
transportation. After adopting a market economy policy by Algeria, the principle of specialization was
abolished on insurance companies on January 1, 1990, when the company was transformed into an economic
public institution with shares, and it became called the Algerian Insurance Company with a capital 11.49
billion DZA .

CCR : The Central Reinsurance Company is a company with shares with a capital of 22 billion DZD, and its
social headquarters is located in Oulaed Fayet. It is a public company established on October 1, 1973, and this
company is charged with reinsuring companies located in Algeria, and securing the activity of Algerian
institutions abroad, which It includes major risks, whether industrial, marine or air, and this company has
several branches where it has a branch in England, which is LTD MED RE, and it also participates in the
capital of several international companies such as the African Reinsurance Company AFRICA RE, the Arab
Reinsurance Company ARAB RE and others. The company provides its services in the local and international

markets (www.ccr.dz)
4.2 Analysis of the results :
The kida model has been applied to the companies under study, where the financial ratios that make up the model
were calculated and the value of the z index was extracted through which to predict their future financial success or

failure, and the results are as follows :
Table 02 : results of kida model in Alliance Insurances

years 2014 2015 2016 2017 2018 2019

X1 0,048 0,05 0,054 0,052 0,054 0.048

X2 0,592 0,667 0,67 0,653 0,682 0.796

X3 0,14 0,192 0,134 0,15 0,176 1.86

X4 0,601 0,615 0,594 0,585 0,591 0.428

Xs 0,075 0,098 0,066 0,078 0,096 0.09

Z -0,023 -0,014 0,018758 0,009 0,013 -0.646
result problem firm non problem firm problem firm

Source : Prepared by the researcher reliying on the financial statements of the company.

Through the previous table we notice that the value of Z was negative during the first tow years of the study (2014 and
2015), this indicates a warning of financial failure in the future , as the company has a weak financial position during
this period . However ,it can be said that the company discovered the problem and took appropriate corrective measures
before falling into bankruptcy which makes it continue its activity ,this is confirmed by the value of Z during the years
2016, 2017 and 2018 which was positive and this is what predicts its success in the coming years .
However, we notice a negative result for the value of Z in 2019, which indicates its occurrence in financial failure if

the appropriate corrective measures are not taken.
Table 03 : results of kida’ model in Cash Insurances

years 2014 2015 2016 2017 2018 2019
X1 0,02 0,012 0,025 0,009 0,014 Lack of
X2 0,355 0,357 0,369 0,281 0,335 informations
Xs 0,327 0,156 0,132 0,165 0,164
Xa 0,301 0,249 0,235 0,208 0,199
Xs 0,236 0,112 0,094 0,125 0,12
z -0,056 0,005 0,036 -0,011 0,02
result problem firm non problem firm problem non problem
firm firm

Source : Prepared by the researcher reliying on the financial statements of the company .

Through the results obtained we note that the value of Z during 2014 and 2015 is negative this means the company is
vulnerable to fiancial failure , as for the remaining years ,we may obtain positive results and this indicates that the
company is safe from financial failure .

Table 04: results of kida’ model in CAAT

| years

| 2014 |

2015 | 2016

2017 |

2018 |

2019 ]
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X1 0.031 0.037 0,04 0,04 0,041 0,034

X2 0.599 0.567 0,582 0,581 0,583 0,552

X3 0.091 0.104 0,095 0,088 0,109 0,125

X4 0.244 0.213 0,216 0,0001 0,179 0,168

Xs 0.049 0.059 0,052 0,049 0,06 0,07

Y4 0.142 0.146 0,156 0,258 0,17 0,15
result non problem firm

Source : Prepared by the researcher reliying on the financial statements of the company

Through the results shown in the table which were all positive during the years of study, it can be said that the
company is in a good financial position, which predicts that it will not fall into financial failure in the future.

Through the previous results for the four companies we note that CCR and CAAT are the best during the six years of

study.
Table 05 : results of kida” model in CCR Insurance

Years 2014 2015 2016 2017 2018 2019
X1 0,042 0,041 0,041 0,037 0,035 0.030
X2 0,576 0,589 0,595 0,572 0,536 0.457
X3 0,196 0,231 0,327 0,347 0,184 0.092
Xa 0,21 0,211 0,223 0,225 0,227 0.387
Xs 0,102 0,124 0,174 0,191 0,098 0.051
Z 0,125 0,119 0,086 0,066 0,099 0.015

Result non problem firm

Source : Prepared by the researcher reliying on the financial statements of the company

By the calculating the value of Z based on the financial ratios that compose the model ,it is positive , therefor , the
company is safe and not subject to financial failure in the future .

5. Conclusion

Insurance companies occupy a great importance in the national economy because of the services it provides to its
various clients ,whether they are individuals ,institutions or professionals.However ,it is exposed to several risks due to
the nature of its activities .

Among this risks is financial failure ,which may lead to bankruptcy and liquidation of the company if it does not remedy
the problem and try to address it given the importance of this problem and its impact on all sectors, many studies have
been conducted in this area for early detection,

The latter resulted in the emergence of several models, in which the researchers used a set of financial ratios which were
attached to Weighting weights according to the importance of each of them.

One of the most important of these models is the Kida model which was applied on four Algerian insurance companies
represented in Alliance insurances, CASH,CAAT and CCR.

The Kida model is considered one of the most important quantitative models used to predict financial failure, and by
applying it to the Algerian insurance companies, which are estimated by four insurance companies that share the fact
that they provide damage insurance services or in reinsurance, the results were similar, and all of them indicate that they
will not be exposed to financial failure in the future, and this is consistent With the practical reality that these companies
are experiencing, as they practice their activities naturally and have never before fallen into financial failure.

5.1 Results :

the soundness of the company's financial position, this is confirmed by the practical reality as it carries out its
activities normally and has never failed to fail.
The KIDA model is considered effective for predicting financial failure in Algerian insurance companies, as
its results were positive during most of the years of research.

- The success or failure of insurance companies cannot be judged by relying on the Keida model only, but we
need other indicators such as liquidity and profitability ratios, market share, and others

5.2 recommendations
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The necessity of training, qualifying and motivating managers in insurance companies because the main reason
for financial failure is weak and inefficient management

Carrying out studies before entering new markets, or launching products, setting accurate prices, etc.

early detection of financial failure in insurrance companieds by usin models of prediction because it affects
several parties, the most important of which is the state, policyholders, other insurance companies and other
institutions
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At a time when we are living increasingly globalized economies, we observe that local
productive and innovative spaces are not tending to disappear, bet rather seem to be
generalizing on a global scale.

Research and development; network structuring of innovation actors (learning,
cooperation, competition...); regional growth (spatial and institutional contextual
conditions)..., clusters, often referenced to the fabulous destiny of the Silicon Valley, are
evolving exponentially, particularly in the field of the digital economy.

In this latter, Algeria is lagging far behind. So, policies and incentives are implemented
by the Algerian government to develop this field, including the creation of techno-parks
equipped with incubators promoting the installation, development and creation of hi-
tech companies. Thus, this article will cover the example of the sidi abdellah techno pole
dedicated to the digital economy and its potential impact on the creation and
development of enterprises

INTRODUCTION

Paradoxically to the traditional concepts of increasing returns and reducing transaction costs, the cluster
concept fits into the framework of innovation and knowledge-based economies based on territorial performance, where
the porosity of the frontiers between science and industry is increasing, favoring academic research and competition
that goes beyond the limits of a single company but extends over an entire territory.

In order to stimulate economic growth in the face of this strategic challenge, many industrial and regional
policies focused on the dynamics of territories over come, whose novelty lies in the good governance of territorial
structures. So, governments and industry organizations in many countries around the world are turning to these new
concepts such as clusters; districts; competitiveness poles; industrial districts ... inspired by theoretical and / or empirical
research and conceptual models.

As such, a large number of programs took advantage of the concrete aspect of these and multiple grouping
organizations appeared in the 1990s, and the trend continues. ..
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In Algeria, an industrial policy has been led through the national regional planning scheme (NRPS) in order to
create and promote competitiveness clusters. It aimed at stimulating innovation by encouraging cooperation between
organizations of different sizes, research laboratories or training organizations located in the same geographic locality
(official journal of the algerian republic N°61, 2010). The aim is to enable a group of players in a sector to pool their
efforts, pose problems together and find answers together, and to move towards a group purchasing method for raw
materials upstream and prospecting markets downstream, which gives them more chances of success in a cost-effective
way.

In this study, we will analyze the impact that sidi-abdallah cluster has on the creation of digital economy’s
companies as well as on the development of these. In the same context, we will relate the effect of this group of
companies on the establishment of public measures supporting them. We will therefore try to answer the following
explorative research question

Does the creation of clusters encourage the emergence of new companies in the same sector? In other words,
does it lead to the growth of a sector in term of number of firms and innovation?

In fact, the overview of the different cluster theories reveals that the analysis of these is as much a matter of
localization theories as it is of innovation policies (VINCENTE.J, 2005) and to understand the phenomenon of cluster
development; economic theory uses the concept of endogenous growth, so-called Schumpeterian theory, which stems
from the theory of economic evolution.

In order to answer this question, we referred firstly to theoretical data relating to the factors explaining the
creation of clusters and the orientation of economic policies towards this type of industrial economy. In this sense, we
will try to review the main part of the various theoretical and empirical contributions that have contributed to the
enrichment of the knowledge related to the object of this study. Secondly, we used the data from our survey conducted
at the sidi-abdellah techno-park, where we used the semi-directive interview method. The interview was specifically
established with the people in charge of the incubator and the business center. In the meantime, we used the internal
documents provided by the above-mentioned managers.

I  CLUSTER PERFORMANCE

We can consider that the term clusters is an expression used to qualify the local forms of organization of
innovation activities also called: growth poles, competitiveness poles, industrial districts, localized production
environments, local production systems, technopoles, technological districts, innovative environments, etc.

All these qualifications are just simple transfers, imitations, or renewal of thoughts based on explanatory theses
of the factors of spatial concentration and the advantages that can be drawn from them (A.Torre, 2006).

While the principles underlying clusters date from the late of 19th century with the work of Marshall (1890) in
his book "Principles of Economics", it is the classical economist David Ricardo who initiated this principle through the
theory of comparative advantage (1817). This thought was enriched by (G.BECATTINI, 1989), then takes shape with
the publication of (M.Porter, « the competitive advantage of nations », 1993). Many other authors have worked on
competitiveness clusters, namely: (Stiglitz & Dasgupta, 1980), (G.BECATTINI, 1989), (P.Krugman, 1991) (M.Porter,
1993), (Enright, 1996) (Edquist, 1997), Lundvall (1992); (Aydalot, 1986); (Camagni & Maillat, 2006), (Pecqueur.B,
2008)...

The majority of studies in the 1990s were conducted on data from the United States (Sherman, 1998) where
technological clusters and techno poles have evolved sufficiently and have drawn their resources from technology
generators such as universities, national laboratories, private laboratories research and development (R&D) and other
high-tech firms (Markley D. M., 1995). Thus, following the growth of clusters and business incubation phenomenon,
the study of the contribution of Technological Business Incubators to economic growth started to gain momentum (Gill,
1986).

L1 POSITIVE EXTERNALITIES

« Set up with competitors and measure yourself to the best of them» (M.Porter, 1993).
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The benefits that derive from cluster policies appear as vectors of entrepreneurial, regional and even national
competition. So whatever the origin of the emergence of competitiveness clusters within a nation (initiated by the State
or developed spontaneously), they are there to lead competition,

It would then be a question here of understanding both the micro and macroeconomic factors that push firms
to converge towards a choice of location.

Several research studies - attempting to explain the reasons why organizations of different natures sharing a
common activity converged towards a common geographical space - have been carried out, 1990 (M.Porter, 1993) ;
(Aernoudt, 2004) ; (VINCENTE.J, 2005) ; (A.Torre, 2006) ; (Pecqueur.B, 2008) ; (Duranton, 2011).

In this sense, several forms of positive externalities resulting from the emergence of a cluster have been treated:

. Marshal’s or specialization externalities generating location externalities: according to (Duranton, 2011), the
location of firms in a limited geographical area would make it possible to generate increasing returns . Marshall
emphasizes the industrial specialization of territories where each firm benefits from the location of other firms
nearby producing similar goods. Moreover, he explains that firms set up in a locality in view of the
technological dynamics deployed at the local level, regardless of the location of consumers. Network
externalities and increasing yields (VINCENTE.J, 2005), developed by (Arthur W.B, 1990)

. Informational externalities (Sushil Bikhchandani, 1998) relating to the geographical charisma (VINCENTE.J,
2005) generated by the grouping of companies forming a cluster. More than that, the grouping allows firms to
benefit from a cognitive proximity that facilitates the acquisition of tacit or non-transferable information.

. Externalities of knowledge and innovation :

The strategic approach to knowledge management introduced the knowledge management approach states that
Knowledge grows when you share it (Eunika, 2011). Thus, specialized know-how specific to the cluster can be valorized
by its actors either individually or collectively, which can give rise to any kind of innovation.

L2 CLUSTER POLICIES

In order to stimulate economic growth, many industrial and regional policies based on territorial dynamics
have emerged. In this study, we will focus in particular on the digital economy's clustering policies.

The ICT sector is made up of clusters with a wide variety of activities such as telecommunications, digital
content companies, electronics, optics and photonics. These clusters are faced with a perplexing environment explained
by the advent of the "new economy": the economic prospects that nanotechnologies suggest for the medium term;
increasingly blurred boundaries between nanosciences, biology, chemistry and physics, in addition to the context of the
rise of emerging countries, which after positioning themselves in semiconductors and basic electronics are gradually
specializing in optics, nanotechnologies and NBICs?: the shift of markets towards Asia is a major trend that marks the
sector.

The objective of innovation defined by the State takes the form of setting up cooperative ventures that promote
the conditions for exploration. These innovations must be visible and differentiated at the global level or at least at the
national level in the first instance (Aliouat, 2010).

4 Algerian Cluster Policy

The concept of cluster is relatively recent in the Algerian entrepreneurial strategy. Thus, since the year 2000,
the Algerian government, through the Algerian national land use planning scheme has provided for an organization of
territorial programming spaces based on Poles of Attractiveness and Integrated Industrial Development Zones that will
improve and diversify the infrastructural offer, develop scientific, technological and innovative capacities, while
ensuring the development of the territory.

Table N°1: Competitive clusters determined by the ANLPS:

I NBIC’s : nanotechnologies, biotechnologies, informatique & cognitives sciences
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Region Cities/poles of attractiveness Sectors

Algiers Sidi Abdellah — Bouinan ICT ; Advanced Technologies ;
Biotechnologies

Ouest Oran- Mostaganem; Sidi Bel | Organic Chemistry And Energy ;

Abbes; Tlemcen Telecommunications
East Constantine ; Annaba ; Skikda Biotechnologies (Foods And Health)
Mechanical ; Metallurgy ;
Petrochemistry
Bejaia Akbou- toudja Agroalimentaire
Bordj bouariridj Electronique, Electrotechnique

Source: Official journal of the Algerian republic n°61 of 13 dhou el kaada 1431/ 21 October 2010

Today several clusters are still being created, particularly in the field of the digital economy, where Algeria
has a strong dependence on imports. Thus, the development of this branch is essential.

Il DEVELOPMENT OF DIGITAL START UP IN ALGERIA

The digital economy is assimilated to ICTs, and in particular to the productive sectors. According to the OECD
and INSEE, the ICT sector includes enterprises that produce goods and services that support the process of digitzation
of the economy, i.e. the transformation of information used or provided into digital information. (Information
technology, telecommunications, electronics) (Philippe Lemoine, 2011)

11.1 ALGERIAN DIGITAL ECONOMY IN FIGURES

The importance of digital economy provides that digital transition appears to be unavoidable for all countries
and companies.

+ Developpement of e.commerce in Algeria

Figure N° 1: eCommerce: revenue projection in million
US$
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Source: (STATISTA, 2019)Digital Market Outlook 2019, Algeria statista country report
We notice that: (STATISTA, 2019)

e Revenue in the eCommerce market amounts to US$993.6m in 2019

e Revenue is expected to show an annual growth (CAGR 2019-2023) of 14.6%, resulting in a market
volume of US$1,711.4m in 2023

e  User penetration is 50.9% in 2019 and may hit 55.2% in 2023

e  The average revenue per user (ARPU) amounts to US$45.76 in 2019
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4+ Development of Fintech In Algeria

Figure N°2:fintech transaction value in million
us$
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Source : (STATISTA, 2019)Digital Market Outlook 2019,

In this diagram, fintech includes Digital payments, Personal finance, Alternative financing and Alternative
lending. Also, the total FinTech transaction value is forecast to grow by 46.5% from 2019 to 2023.Thus: (STATISTA,
2019)

e The transaction value in the FinTech market amounts to US$5,379.2m in 2019;

e The transaction value is expected to show an annual growth (CAGR 2019-2023) of 10.0%, resulting
in a volume of US$7,880.7m in 2023

e The largest segment is the digital payments segment with a volume of US$5,372.0m in 2019

e  User penetration in digital payments is 47.5% in 2017 and is expected to hit 55.2% in 2023

e The average transaction value per user in digital payments amounts to US$265.09 in 2019

Algeria had the 90th highest internet penetration in the world in 2018 (DataBank) , and in order to develop and
promote the digital economy and achieve the financial and infrastructural objectives previously established, technology
parks has been set up.

11.2 START-UP DEVELOPMENT SUPPORT MEASURES

Having undergone rapid but recent development in Algeria, start-ups had no legal status or specific definition
allowing them to benefit from specific and particular advantages. However, with the appearance of the first techno-pole
bringing together more than 32 companies working in NICTs (in sidi-abdallah), followed by several others both in the
wilaya of Algiers and in other wilayas, an influential company was created and calls for the imperative need to initiate
an urgent program aimed at removing the constraints hindering the development of start-ups are made every day by
these companies to the public authorities.

With the creation of a Ministry of micro-enterprises, start-ups and knowledge economy in Algeria, the 2020
finance law provides for Fiscal, state owned and financial incentives for start-ups as well as technology parks. Thus,
tarts ups are now exempt from the PAT? GIT?; CIT#; from the flat tax. Equipments acquired by start-ups are moreover
exempt from Value Added Tax. As tax is an incentive system, these measures help to strengthen the cash flow of start-
ups.

In addition to these tax incentives, state-owned lands has been deployed and are currently being prepared to
accommodate new start-ups and companies in the field of the digital economy, thereby facilitating the creation,
installation and development of these companies. Several other mechanisms are in the process of creation

2 professional Activity Tax
3 Global Income Tax
4 Corporate Income Tax.
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111 EFFECT OF THE ICT CLUSTER ON THE GROWTH OF THE FIRM’S NUMBER, DISCUSSION
AND ANALYSIS OF RESULTS:

Algeria has set up through the ANPT technological parks (cyber parks) located in many regions of the country

e Algiers: operational since February 2009

e Bordj Bouariridj: whose incubator is already operational

e  Oran: whose incubator is already operational

o Sidi Belabbas: whose incubator will soon be opend (Development plans established, covering 17 hectares)

Our study focuses on the sidi-abdellah cluster located in the city of Algiers. It has an area of 93 Ha 16 Ares 87
Ca. It is an area of activities and research focused on ICT that is supposed to bring together different market players
namely, private and public companies, education and training institutions, R & D institutes, think tanks and market
research companies, business center, business incubators, conference centers, all with the aim of creating synergies
thanks to the proximity and interactions among the members of the ICT cluster. This cluster is therefore part of the top
down approach.

1.1 ICT START-UP CREATION

While incubation is increasingly being used as a tool for promoting entrepreneurship and start-ups, leading to
new policy incentives, the content of the concept is becoming more and more polysemic. (Aernoudt, 2004)

Table N°2: Entrepreneurship projects from incubation to post incubation

Year: 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | total
Number of 55 65 77 42 40 40 42 30 15 90 95 591
candidates

Selected projects 20 30 32 33 25 28 33 11 7 60 50 284
Project leader in 15 12 17 14 -- 6 10 13 10 25 25 147
the incubation

phase

Companies 6 3 3 5 3 4 4 9 8 09 09 63
(post-Incubation)

Source: internal documents, incubator, sidi abdllah technopark

We have summarized the figures obtained in the following diagram:

Figure N° 3 Evolution of entreprenarialship projects
fromincubation to post incubation
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Source: internal documents, incubator, sidi abdllah technopark

We note a considerable decrease in the number of candidates presenting their projects to the ANPT for the year
2018. But in fact, according to the director of the incubator, W. Knatef, it is not a drop in applications but rather a change
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in method resulting in the addition of a pre-selection stage in which applications are studied to pre-select only those
projects that correspond to the mandatory selection criteria which are the ICT field and the innovative nature of the
project, after which only the pre-selected projects are called before the selection committee for final selection.

Following the study of the files of the project leaders, the granting of approvals is increasingly strict and
selective. Past experiences have made it possible to detect projects that can lead to a minimum viable Project.

But in 2019 and 2020, we are noticing a sharp rise in the number of projects selected. This can be seen in the
significant media coverage of the incubator's offers, particularly at the level of nearby universities and in the advertising
events on social networks, fairs and events organized by the agency, as well as in the success of the companies that have
emerged from the incubator. Other incubators have been opened by the NAPT, notably at Oran and at Bordj-Bouareridj,
to which are added the incubators created by private individuals in particular at the level of Algiers, offering to project
promoters a geographic proximity and opportunities which are advantageous to them but at much higher membership
and rental costs.

From another point of view, we note that 63 ICT SMEs have been created by the ANPT since the opening of
the incubator.

Among them, several have been able to evolve and make their reputation both on the national and international
market, such as Talabastore ; Smart Suite Technologies ; Bri Marketing ; Netbeopen Prime ; Weasydoo ; Synoos Studio ;
Ibn Hamza..

In order to choose promising and innovative projects that can turn into start-ups and then into firms, an
incubation process is usually set up. This last has three phases (ANPT): Pre incubation; Incubation; After incubation

The pre-incubation or co-working phase consists of calls for projects open to any project leader in the ICT
field, using various communication methods such as on the Internet or on other specialized media platforms or through
the organization of events at the incubator or other level.

The access to the incubator follows the granting of an agreement issued from the director of the establishment,
after the submission of an eligibility file submitted for approval to the project approval committee set up at this effect.

This phase spans a period ranging from 30 to 45 days, where project leaders benefit from various training and
personalized coaching in the area of ICT and business management in order to achieve a rigorous business plan.

The main objective of the incubation phase is to transform a detailed business plan into an MVP (minimum
viable project). Considered as a learning phase, the incubation period can range from 3 months to 9 months during
which the project leaders are assisted by professional teams. At the end of this period, the validation or invalidation of
the initial hypotheses formulated before launching the digital project is pronounced. If a minimum version of the
proposed product is produced, the project leader can claim the post-incubation phase which consists of transforming the
MVP into a start-up. The project leader signs a rental contract for a well-equipped box at the incubator level for a period
ranging from 12 to 18 months during which he is assisted.

At the end of this phase, the owner of the start-up can, if desired, be accommodated and supported at the level
of the incubator for a period of 24 months.

He can benefit from all the advantages offered by the incubator, namely a quality telecom infrastructure: LTE
for 4G (for the benefit of startups), FTTX, WIMAX, WIFI, MSAN; meetings; support (coaching, accommaodation, etc.);
professional training; low rental costs; adequate environment (composed of start-ups in the same field)...

11.2. ICT COMPANIES INSTALLATION AND DEVELOPMENT
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Sidi abdellah technopark is today housing private and public companies installed in a business center called
"the multi-tenant" as well as in the business incubator.

The survey carried out on the premises allowed us to learn about the infrastructures deployed by the State for
the development of this cluster as well as its growth through the evolutionary figures that were communicated to us.

4+ The contribution of Business center to the cluster growth

The business center is a structure built at the level of the cyber park, near the incubator. This one is occupied
by different and multiple companies having a legal status opening all in the NICT.

Table N°3: Business center companies

Post 20 including Talabastore ;Smart Suite Technologies ; Bri
incubation Marketing ; Netbeopen Prime ; Weasydoo;
phase Synoos Studio ; Ibn Hamza; Satim; Fanos;
companies M3soft

Public 06: Ats; Saticom; Algérie Telecom; Mobilis; Algérie
enterprises Poste ; Eadn

Private Depends on the space Access Media; Iradis; Netfer Smart
companies whose oldest ones: Solutions; Ayrade; Big Data Solution ; ldeal

Forme; Datagx

Source: (ANPT) Algiers on 01/2020

The business center, offers to the tenants several advantages allowing the companies adhering to it to be
competitive on the ICT market namely:

e Various forums, events and socio-cultural initiatives organized within the business centre itself, thanks to the
cooperation between employees and employers.

e Internet speed quality, diesel power generators and a high-tech Cloud Datacenter for better cyber security.

e  Stability of location standards and long-term dynamics

Companies at the multi-tenant level showed that a number of them have already benefited from the reputation
effect acquired by the cyber park. As an example, in 2019 the company NETFER SMART SOLLUTIONS has been
chosen to take part in the SILA 2019 project by creating a downloadable application that serves as a digital guide of the
international book fair, and this by taking advantage of the excellent internet speed, diesel energy generators and a high
tech Cloud Datacenter for better cyber security installed in the cyber park with the presence of MOBILIS, SATICOM
and Algérie Telecom.

So in order to develop the SME created at the incubator level, the project leader can be funded up to 30% using
a partnership with the incubator. The latter, by financing the SME takes shares in it. This partnership can last up to 5
years and the incubator withdraws. The ANPT wants to go beyond this offer, planning the creation of a seed fund to
support young entrepreneurs.

CONCLUSION

In this article, we tried to present a theoretical framework concerning clusters and the explanatory factors in a
first step, and their creation as well as the orientation of economic policies towards this type of industrial economy,
especially the case of Algeria in a second step. We have therefore relied on the results of the survey conducted at the
Technopark of Sidi Abdallah through which we found that 122 start-ups have been created and 54 have today the profile
of companies, nearby, about 40 are installed at the business center. all taking advantage of the cluster and its specialized
infrastructures on the one hand and participate in the creation and development of new innovative companies on the
other hand, and this, by attracting new entrants wanting to benefit from the advantages of this one in particular of the
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incubator and the assistance which is proposed there, the infrastructures, the rental costs in the business center, as well
as the networks and alliances which are created between the companies since they all work in the related activities.

Also through the various events, specialized coaching offered, training and research centers nearby (IMPS,
ESC, HEC, INI, universities ...), the cluster promotes access to highly qualified personnel and its evolution with one
objective: to improve the creation, circulation and dissemination of knowledge in order to transform ideas into
opportunities for future markets.

Figure 4: sidi- abdellah Cluster Life Cycle: .
New :transition

A
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Potential: Emerging : Critical Mass
Developing growing
Cluster /A\ “““
Decline
Mature
Sidi.Abdellah
cluster
A
—’—/
» Time
Birth: Network Latent Developing Established
Established

Source: established by us from NAPT datas and National research council Canada, “Portfolio Evaluation of
the NRC Technology Cluster Initiatives, final report”, September 2009, p 11

The cluster of sidi abdellah is certainly far from the fabulous destiny of the silicon valley. Attempt of
identification or replication, it presents itself today in an embryonic state in weak development. this could be due (in a
context of stable economic situation) to its limited capacity of reception. But in the contrary case that lives Algeria,
many factors are involved in particular the country risk or the low rate of doing business. However, during our field
survey, the infrastructures deployed in the field of sidi-abdellah point to significant growth in the cluster, whose capacity
to host companies and create start-ups through incubation will increase significantly.

Thus, considering that a cluster at an embryonic stage like sidi-abdellah was able to stimulate the development
(even shy) of the digital economy in Algeria, we can conclude by affirming that clusters are locomotives for the
development of business sectors as well in terms of innovation as in terms of number of companies.
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1. Introduction

Considering the dates of the start of the pandemic, the World Health Organization made the first statement on COVID-
19 on January 20, 2020, announcing that the Chinese government had informed them on December 31, 2019, of the
existence of 44 infections. The Covid-19 Coronavirus is generating an inevitable negative impact on the economy, the
quantification of which is subject to a high level of uncertainty. This fact is forcing many governments, including the
Spanish one, to take exceptional restrictive measures and drastic reduction of economic activity to contain the spread.
The COVID-19 pandemic has resulted (at the time of writing) in almost 160 million confirmed cases and about 3.4
million deaths globally. It has also produced concerns about future social-economic crises and recession. Coronavirus is
a new Variant of the virus which it is unprecedented in humans. Given the human losses due to the Corona virus yet. As
Since the inception of the spread of the virus, countries are initiated to contain it in various ways that the health authorities
are advised through closing airports, land and sea borders, closing schools, universities, companies and stores ... etc., And
by the application of home quarantine measures for long periods, as well as social distancing measures and other
government directives. Previously measures to contain covid-19 pandemic could lead to significant social and economic
toll that cannot withstand for long-term. Given the lack of cure to treat Diseases due to the viruses more generally and
in particular stemming from covid-19. The second defense line that is taken by countries to contain covid-19 ways to
find a vaccine in addition, closure and quarantine measures taken since inception of the pandemic. Where, many countries,
primarily united states that have vaccine production experience have embarked to work for existing a vaccine effectively
and as early as possible. This actually took place. Such that since the end of December 2020, many countries announced
the commencement of covid-19 vaccination process (e.g. united kingdom), however, the high demand on vaccine in
exchange for a few of vaccine manufacturers can create unusual status, and challenge in the work of vaccine
manufacturers. Thus, it has to do its best to meet the needs of society across the world through raising the productivity
magnitude to provide a quantity of vaccine in high volumes for meeting increased and unprecedented needs of customers
through using its productive capacity over normal abilities. COVID-19 has created unique challenges in the operation
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and oversight of entities. These challenges are particularly acute when it comes to financial reporting, measurement and
disclosure.

For by means what already stated can ask this question:

Which are enforceable international accounting standards requirements of inventory measurement under abnormal
conditions due to corona pandemic?

Importance of searching

- The economic information and in particular financial information Are considered as one of significant essential
resources to stabilise and continuity of economic entities;

- Accounting is contributed in decision making through providing appropriate information to decision makers;
- The research is derived its importance from great role of financial information in securities markets;

- The research derives its importance from the importance of inventory within resources of economic entities that
are necessary for operating it;

- The sale of inventory to customers is often the most significant component of revenue for a business enterprise;

- The inventory is represented by 25% - 75% within economic institution assets, while can reach of 75% in
business institutions;

- Covid-19 has an important impact on the enterprise's inventory, either by increase or decrease, which is
significantly reflected in its value in the financial statements;

- The inventory's accounting measurement, including other financial statement items is contributed to improve
financial information quality;

- International accounting standards became a key reference for Generally accepted accounting principles on
which to base when the economic institutions including vaccine manufacturers preparing its financial statements;

- Covid-19 can cause an inappropriate accounting treatment for inventory in the case applying the same
requirements in both normal and abnormal conditions, as covid-19 situation that unprecedented and may not
estimate its effect and term.

Targets of Search
- Presentation of the types of Covid-19 vaccines that have been developed, and a review of how they work;

- Prominence the accounting measurement requirements of inventory items in accordance with international
accounting standards;

- Highlight the most important inventory measurement requirements that must be considered by companies
to determine the effects of covid-19 on recognised amounts;

Research methodology

This topic was studied by following the descriptive approach to clarify the various concepts as well as the analytical
approach in order to facilitate the full understanding of the topic by highlighting all its parts.

2. Measurement of inventories in accordance with 1AS 2

Under IFRS the relevant standard for inventories is IAS 2 — Inventories (Ernst & Young, 2019, p. 1577). This Standard
applies to all inventories, except: (International Accounting Standards Board (IASB), 2008, p. 967)

(a) Work in progress arising under construction contracts, including directly related service contracts (see IAS 11
Construction Contracts);

(b) Financial instruments (see IAS 32 Financial Instruments: Presentation and IAS 39 Financial Instruments:
Recognition and Measurement); and

(c) Biological assets related to agricultural activity and agricultural produce at the point of harvest (see 1AS 41
Agriculture).

Also, while the following are within the scope of the standard, IAS 2 does not apply to the measurement of inventories
held by: (Deloitte, 2021)

- Producers of agricultural and forest products, agricultural produce after harvest, and minerals and mineral
products, to the extent that they are measured at net realisable value (above or below cost) in accordance with well-
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established practices in those industries. When such inventories are measured at net realisable value, changes in that value
are recognised in profit or loss in the period of the change;

- Commaodity brokers and dealers who measure their inventories at fair value less costs to sell. When such
inventories are measured at fair value less costs to sell, changes in fair value less costs to sell are recognised in profit or
loss in the period of the change.

2.1. Essential inventory concepts
2.1.1. Inventory as an asset

Paragraph 25 of Financial Accounting Standards Board (FASB) Concepts Statement No. 6, “Elements of Financial
Statements,” describes assets as “probable future economic benefits obtained or controlled by a particular entity as a
result of past transactions or events.” Inventory generally is acquired or produced for subsequent exchange. This utility
or service potential justifies the classification of inventory as an asset of the enterprise that controls it. Normally, inventory
is converted into cash or other assets during the operating cycle of the business. In fact, this process is what establishes
the operating cycle. As a result, inventory typically is classified as a current asset for purposes of preparing a classified
balance sheet. (d. r. carmichael o; ray whittington; lynford graham, 2007, p. 647)

Inventories are current assets and are shown in the statement of financial position (lan Harrison, 2017, p. 342).
Inventory is considered a current asset because a company normally sells it within a year or within its operating cycle.
(Belverd Needles, Marian Powers,Susan Crosson, 2011, p. 352).

2.1.1. Definition of inventory

The primary authoritative guidance addressing financial reporting for inventory is ARB No. 43, Chapter 4, “Inventory
Pricing.” It defines inventory of mercantile and manufacturing enterprises as: (d. r. carmichael o; ray whittington; lynford
graham, 2007, p. 648)

The aggregate of those items of tangible personal property which (1) are held for sale in the ordinary course of business,
(2) are in process of production for such sale, or (3) are to be currently consumed in the production of goods or services
to be available for sale. (Steven M. Bragg, 2011, p. 315)

This definition makes it clear that the trading merchandise of a retailer or wholesaler—and the finished goods, work
in process, and raw materials of a manufacturer—constitute inventory. (d. r. carmichael o; ray whittington; lynford
graham, 2007, p. 649)

IAS 2 Inventories defines inventories as assets: (Obert, 2003, p. 217) (Barry Elliott and Jamie Elliott, 2017, p. 493)
(A) Held for sale in the ordinary course of business;
(b) In the process of production for such sale (work in process); (Coby Harmon, 2013, p. 56)

(c) In the form of materials or supplies to be consumed in the production process or in the rendering of services (e.g.,
raw materials). (Coby Harmon, 2013, p. 56).

2.2. Measurement

IAS 2 requires that inventories have to be valued at the lower of cost and net realisable value (J6rg Baetge, Alois
Panzer, and Alexander Flu“gel, 2016, p. 276). Where net realisable value is below cost, the inventory should be written
down to its net realisable value (Ernst & Young, 2019, p. 1594) in the period in which the price decline occurs (Coby
Harmon, 2013, p. 35) with the write down being recorded in profit or loss (Ernst & Young, 2019, p. 1594), i.e. the
difference of this value and cost is considered as a loss. Whatever the reason for a decline—damage, physical deterioration,
obsolescence, changes in price levels, or other causes—a company should write down the inventory to net realisable
value to report this loss (Donald E. Kieso; Jerry J. Weygandt; Terry D. Warfield, 2016, p. 444), not necessarily when a
sale is made (W. Steve Albrecht, Earl K. Stice, and James D. Stice, 2011, p. 301). The decrease is called a holding loss.
(Roman L. Weil; Katherine Schipper; Jennifer Francis, 2014, p. 336)

Recall that cost is the acquisition price of inventory computed using one of the historical cost-based methods—
specific identification, average-cost, or FIFO. (Donald E. Kieso; Jerry J. Weygandt; Terry D. Warfield, 2016, p. 444).
Net realisable value refers to the net amount that a company expects to realize (receive) from the sale of inventory.
Specifically (Jerry J. Weygandt, Paul D. Kimmel, Donald E. Kieso, 2013, p. 275), net realisable value is ‘the estimated
selling price in the ordinary course of business less the estimated costs of completion and the estimated costs necessary
to make the sale’. (Ernst & Young, 2019, p. 1583)
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For companies that turn over inventory frequently, the cost and market price for inventory may not diverge much,
especially if the company removes older inventory costs ahead of recently acquired inventory (FIFO). Also, in periods
of generally rising prices, market price will generally be higher than cost. (STUART A. MCCRARY, 2010, p. 21)

Under U.S. GAAP, companies cannot reverse inventory write-downs if inventory increases in value in subsequent
periods. IFRS permits companies to reverse write-downs in some circumstances. (Coby Harmon, 2013, p. 35)

IFRS don't permit firms to remeasure inventories upward to an amount exceeding acquisition cost. Although an
increase in the market value of inventory may allow the firm to raise its selling price, the firm does not realize the benefit
of that increase until it sells the inventory. IFRS delay recognition of a holding gain on inventories until the firm sells the
inventory. (Roman L. Weil; Katherine Schipper; Jennifer Francis, 2014, p. 336).

2.2.1. Cost of inventories

Cost is defined as: ‘all costs of purchase, conversion and other costs incurred in bringing the inventories to their
present location and condition’. (Alan Sangster, 2016, p. 172)

The cost of inventories shall comprise all costs of purchase, costs of conversion and other costs incurred in bringing
the inventories to their present location and condition (IASC Foundation staff, 2008, p. 1). The costs of purchase of
inventories comprise the purchase price, import duties and other non-recoverable taxes (i.e. other than those subsequently
recoverable by the entity from the taxing authorities), and transport, handling (Anne Le Manh, 2005, p. 48) and other
costs directly attributable to the acquisition of finished goods, materials and services. Trade discounts, rebates and other
similar items are deducted in determining the costs of purchase. (Obert, 2003, p. 218)

The costs of conversion of inventories include costs directly related to the units of production, such as direct labour.
They also include a systematic allocation of fixed and variable production overheads that are incurred in converting
materials into finished goods (Obert, 2003, p. 218). Fixed production overheads are those indirect costs of production
that remain relatively constant regardless of the volume of production, such as depreciation and maintenance of factory
buildings and equipment, and the cost of factory management and administration. Variable production overheads are
those indirect costs of production that vary directly, or nearly directly, with the volume of production, such as indirect
materials and indirect labour. (Ernst & Young, 2019, p. 1585)

The allocation of fixed production overheads is based on the normal capacity of the facilities. Normal capacity is
defined as ‘the production expected to be achieved on average over a number of periods or seasons under normal
circumstances, taking into account the loss of capacity resulting from planned maintenance’. While actual capacity may
be used if it approximates to normal capacity, increased overheads may not be allocated to production as a result of low
output or idle capacity. In these cases the unallocated overheads must be expensed. Similarly, in periods of abnormally
high production, the fixed overhead absorption must be reduced, as otherwise inventories would be recorded at an amount
in excess of cost. Variable production overheads are allocated to each unit of production on the basis of the actual use of
the production facilities. (Ernst & Young, 2019, p. 1585)

Other costs are to be included in inventories only to the extent that they bring them into their present location and
condition. Often judgement will be necessary to make this assessment. An example is given in IAS 2 of design costs for
a special order for a particular customer and the standard notes that it may be appropriate to include such costs or other
non-production overheads. (Ernst & Young, 2019, p. 1586)

Cost of inventories excludes: (Greuning, 2006, p. 185)
- Abnormal amounts of wasted materials, labor, and overheads;
- Storage costs, unless they are necessary prior to a further production process;
- Administrative overheads; and
- Selling costs.

An entity may purchase inventories on deferred settlement terms. When the arrangement effectively contains a
financing element, that element, for example a difference between the purchase price for normal credit terms and the
amount paid, is recognised as interest expense over the period of the financing. (International Accounting Standards
Board (IASB), 2008, p. 969)

2.2.1. 1.Cost of inventories of a service provider

To the extent that service providers have inventories, they measure them at the costs of their production. These costs
consist primarily of the labour and other costs of personnel directly engaged in providing the service, including
supervisory personnel, and attributable overheads. Labour and other costs relating to sales and general administrative
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personnel are not included but are recognised as expenses in the period in which they are incurred. The cost of inventories
of a service provider does not include profit margins or non-attributable overheads that are often factored into prices
charged by service providers (International Accounting Standards Board (IASB), 2014, p. 4).

2.2.1. 2.Cost of agricultural produce harvested from biological assets

Agricultural produce is the harvested product of a biological asset, such as wool from a sheep, milk from a dairy cow,
picked fruit from a fruit tree, or cotton from a cotton plant (Donald E. Kieso; Jerry J. Weygandt; Terry D. Warfield, 2014,
p. 405). Such produce is sold by a farmer in the ordinary course of business and is inventory (Barry Elliott and Jamie
Elliott, 2017, p. 511). Agricultural produce (which are harvested from biological assets) are measured at fair value less
costs to sell at the point of harvest (Donald E. Kieso; Jerry J. Weygandt; Terry D. Warfield, 2014, p. 405). The initial
carrying value of the inventory at the point of ‘harvest’ is its fair value less costs to sell at that date. Agricultural entities
then apply IAS 2 to the inventory using the initial carrying value as ‘cost’. (Barry Elliott and Jamie Elliott, 2017, p. 511)

2.2.2. Techniques for the measurement of cost
2.2.2.1. Cost Standard

For the purposes of cost accounting, a business may have established a series of standard costs for its inventories at
various levels of completion. These costs may be used for inventory valuation (David Alexander; Christopher Nobes,
2016, p. 226).

IAS 2 specifically allows the use of the standard cost method, provided that the chosen method gives a result which
approximates to cost. Standard costs should take into account normal levels of materials and supplies, labour, efficiency
and capacity utilisation. They must be regularly reviewed and revised where necessary. (Ernst & Young, 2019, p. 1589)

2.2.2.2. Retail method

The retail method is often used in the retail industry for measuring inventories of large numbers of rapidly changing
items with similar margins for which it is impracticable to use other costing methods. The cost of the inventory is
determined by reducing the sales value of the inventory by the appropriate percentage gross margin. The percentage used
takes into consideration inventory that has been marked down to below its original selling price. An average percentage
for each retail department is often used (International Accounting Standards Board(IASB), 2008, p. 971).

The retail method is used by retailers to estimate the cost of their ending inventory. The retailer can either take a
physical inventory at retail prices or estimate ending retail inventory and then use a computed cost-to-retail ratio to convert
the ending inventory priced at retail to its estimated cost. This method eliminates the process of going back to original
vendor invoices or other documents in order to determine the original cost for each inventoriable item (Steven M. Bragg,
2011, p. 347).

The retail inventory method of estimating inventory cost requires costs and retail prices to be maintained for the
merchandise available for sale. A ratio of cost to retail price is then used to convert ending inventory at retail to estimate
the ending inventory cost. The retail inventory method is applied as follows: (Carl S. Warren; James M. Reeve; Jonathan
E. Duchac, 2018, p. 309)

- Step 1. Determine the total merchandise available for sale at cost and retail.
- Step 2. Determine the ratio of the cost to retail of the merchandise available for sale.

- Step 3. Determine the ending inventory at retail by deducting the sales from the merchandise available for
sale at retail.

- Step 4. Estimate the ending inventory cost by multiplying the ending inventory at retail by the cost to retail
ratio.

Exhibit 1 illustrates the retail inventory method.

Exhibit 1: Determining Inventory by the Retail Method
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Source: (Carl S. Warren; James M. Reeve; Jonathan E. Duchac, 2018, p. 309)

The key to applying the retail method is determining the cost-to-retail ratio. The calculation of this ratio varies
depending upon the cost flow assumption selected. The cost-to retail ratio provides a measure of the relationship between
the cost of goods available for sale and the retail price of these same goods. This ratio is used to convert the ending retail
inventory back to cost. The computation of the cost-to-retail ratio for the FIFO and average cost methods is described
below. (Steven M. Bragg, 2011, p. 347)

FIFO cost—The FIFO method assumes that the ending inventory is made up of the latest purchases. Therefore,
beginning inventory is excluded from the computation of the cost-to-retail ratio, and the computation uses the cost of
current year net purchases divided by their retail value adjusted. (Steven M. Bragg, 2011, p. 347)

Average cost—Average cost assumes that ending inventory consists of all goods available for sale. Therefore, the
cost-to-retail ratio is computed by dividing the cost of goods available for sale (Beginning inventory + Net purchases) by
the retail value of these goods adjusted. (Steven M. Bragg, 2011, p. 348)

A simple example illustrates the computation of the cost-to-retail ratio under both the FIFO cost and average cost
methods. Note that the only difference in the two examples is the numbers used to calculate the cost-to-retail ratio.
(Steven M. Bragg, 2011, p. 348)

2.2.3. Cost formulas
2.2.3. 1.Specific identification method

Specific identification of cost means that specific costs are attributed to identified items of inventory. This is the
appropriate treatment for items that are segregated for a specific project, regardless of whether they have been bought or
produced. (International Accounting Standards Board (IASB), 2014, p. 5)

The specific identification method is not practical unless each inventory unit can be separately identified. For example,
an automobile dealer may use the specific identification method because each automobile has a unique serial number.
(Carl S. Warren; James M. Reeve; Jonathan E. Duchac, 2018, p. 290)

Journal of Economic Growth and Entrepreneurship Vol. 4, No. 5, 38-49 (2021) 43



Inventory Measurement in accordance with 1ASs under the Corona crisis

However, specific identification of costs is inappropriate when there are large numbers of items of inventory that are
ordinarily interchangeable. In such circumstances, the method of selecting those items that remain in inventories could
be used to obtain predetermined effects on profit or loss. (International Accounting Standards Board (IASB), 2014, p. 5)

2.2.3. 2. First-in, first-out (FIFO) formula

In the vast majority of businesses it will not be practicable to keep track of the cost of identical items of inventory on
an individual unit basis; nevertheless, it is desirable to approximate to the actual physical flows as far as possible. The
FIFO method probably gives the closest approximation to actual cost flows, since it is assumed that when inventories are
sold or used in a production process, the oldest are sold or used first. Consequently the balance of inventory on hand at
any point represents the most recent purchases or production. (Ernst & Young, 2019, p. 1590)

2.2.3. 3. Weighted average cost formula

A weighted average cost (including the cost of the beginning inventory and current period purchases and production)
is used in connection with a periodic inventory system. A moving average cost typically is used with a perpetual inventory
system. The average cost method is used by companies in many industries and is often viewed as producing results similar
to those obtained from the FIFO method. The reason is that the inventory balance is directly influenced by current costs.
(d. r. carmichael o; ray whittington; lynford graham, 2007, p. 676)

2.2.3. Techniques for the measurement of cost

Using net realisable values means that assets are not being reported at amounts that exceed their future economic
benefits. (W. Steve Albrecht, Earl K. Stice, and James D. Stice, 2011, p. 299)

IAS 2 explains that materials and other supplies held for use in the production of inventories are not written down
below cost if the final product in which they are to be used is expected to be sold at or above cost. This is the case even
if these materials in their present condition have a net realisable value that is below cost and would therefore otherwise
require write down (Ernst & Young, 2019, p. 1592). However, when a decline in the price of materials indicates that the
cost of the finished products exceeds net realisable value, the materials are written down to net realisable value (Anne Le
Manh, 2005, p. 51) is necessary. Often raw materials are used to make a number of different products. In these cases it is
normally not possible to arrive at a particular net realisable value for each item of raw material based on the selling price
of any one type of finished item (Ernst & Young, 2019, p. 1593). The replacement cost of those materials may be the best
measure of their net realisable value (Ernst & Young, 2019, p. 1592).

Current replacement cost of an asset, the amount currently required to acquire an identical asset (in the same condition
and with the same service potential) or an asset capable of rendering the same service at a current fair market value
(Roman L. Weil; Katherine Schipper; Jennifer Francis, 2014, p. 761). Because inventories are purchased or produced
frequently, measuring their current replacement cost may be as simple as consulting suppliers’ catalogs or price lists.
(Roman L. Weil; Katherine Schipper; Jennifer Francis, 2014, p. 116)

When the circumstances that previously caused inventories to be written down below cost no longer exist, or when
there is clear evidence of an increase in net realisable value because of changed economic circumstances, the amount of
the write-down is reversed. The reversal cannot be greater than the amount of the original write-down, so that the new
carrying amount will always be the lower of the cost and the revised net realisable value (Ernst & Young, 2019, p. 1592).

Under IFRS, the firm would reverse the write-downs in the Allowance for Inventory Impairment account, as long as
those reversals do not exceed the cumulative amount of prior write-downs (Roman L. Weil; Katherine Schipper; Jennifer
Francis, 2014, p. 338). Profit should not be recognised in advance, but immediate account should be made for anticipated
losses (Alan Sangster, 2016, p. 172). Reversals of previous write-downs are recognised as a reduction in the inventory
expense recognised in the period in which the reversal occurs (Ernst & Young, 2019, p. 1598). The lower-of-cost-or-
market basis for inventory valuation is a conservative accounting policy for two reasons: (Roman L. Weil; Katherine
Schipper; Jennifer Francis, 2014, p. 338)

- It recognises losses from decreases in market value before a sale occurs but recognises gains from
increases in market value above original acquisition cost only when a sale occurs;

- It reports inventories on the balance sheet at amounts that are never greater, but maybe less, than
acquisition cost.

3. Inventory Measurement under the Corona crisis - particular requirements for Covid-19 vaccine manufacturer-
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3.1. Covid-19

Coronaviruses (CoV) are a large family of RNA viruses that cause illnesses ranging from the common cold to more
severe diseases such as Middle East Respiratory Syndrome (MERS-CoV) and Severe Acute Respiratory Syndrome
(SARS-CoV). The new strain of coronavirus was identified in December 2019 in Wuhan city, Hubei province of China,
and has been named by the International Committee on Taxonomy of Viruses (ICTV) as Severe Acute Respiratory
Syndrome Corona Virus-2 (SARSCoV-2). The ICTV have determined that SARS-CoV-2 is the same species as
SARSCoV but a different strain. The World Health Organization (WHO) has named the disease associated with SARS-
CoV-2 infections as Corona “COVID-19”. Since the emergence of the 2019 novel coronavirus (2019- nCoV) infection
in Wuhan, China, in December 2019, it has rapidly spread across China and more than 200 other countries. Most of the
cases involved in the first cluster in December 2019 were linked to the large Wuhan Seafood Market. The original
source(s) of SARS-CoV-2 transmission remain unidentified. However, available genetic and epidemiological data
suggests that SARS-CoV-2 is a zoonotic pathogen with possible spillover directly from wildlife or via intermediate
animal hosts or their products. Sustained human-to-human transmission has been confirmed in China where numerous
healthcare workers have been infected in clinical settings with overt clinical illness and fatalities. Most cases have been
associated with fever and respiratory symptoms (coughing and shortness of breath), while other cases are mild or
subclinical cases. (Saudi Center for Disease Prevention and Control(SaudiCDC), 2020, p. 4)

COVID-19 is caused by a new coronavirus, known as SARS-CoV-2. It was frst identifed in late 2019. It is very
infectious and can lead to severe respiratory disease. Many people who are infected may not have any symptoms or only
have mild symptoms. These commonly start with cough, fever, headache and loss of taste or smell. (Public Health
England, 2021, p. 2)

COVID-19 is a viral infection that mainly affects the lungs. Some people may have a mild illness. Others may get
very sick, including seniors or people with a pre-existing health condition. The virus can also hurt the lungs, heart, brain
and other organs, increasing the risk of long-term health effects. Very rarely, some children can get a serious inflammatory
condition. Some people are more likely to get COVID-19 because of where they live or work (toronto.ca, 2021, p. 1).
As the coronavirus that causes COVID-19 continues to change into new variants, it can spread infection more easily, and
cause more serious illness (toronto.ca, 2021, p. 1).

There is no cure for COVID-19 although some newly tested treatments do help to reduce the risk of complications.
(Public Health England, 2021, p. 2)

3.1.1. The purpose of the vaccines and the target cohort

The purpose of the covid-19 vaccine is as follows: (agence nationale de santé publique(Santé publique France), 2021,
p.1)
- Through to vaccines, your body learns to recognise the Covid and to defend itself;
- Covid vaccines are very effective in protecting against severe forms of Covid.

The vaccine is offered to all adults. Some are priority: (agence nationale de santé publique(Santé publique France),
2021, p. 1)

- The elderly;
- People with poor health (eg cancer, rare diseases);

- People who are more at risk of catching the Covid. For example people who live in infirmary, health
professionals.

3.1.2. The different types of COVID-19 vaccines

Scientists around the world are developing many potential vaccines for COVID-19. These vaccines are all designed
to teach the body’s immune system to safely recognise and block the virus that causes COVID-19. (World Health
Organization (WHO), 2020)

Several different types of potential vaccines for COVID-19 are in development, including: (World Health
Organization (WHO), 2020)

- Inactivated or weakened virus vaccines, which use a form of the virus that has been inactivated or weakened
so it doesn’t cause disease, but still generates an immune response.

- Protein-based vaccines, which use harmless fragments of proteins or protein shells that mimic the COVID-
19 virus to safely generate an immune response.
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- Viral vector vaccines, which use a safe virus that cannot cause disease but serves as a platform to produce
coronavirus proteins to generate an immune response.

- RNA and DNA vaccines, a cutting-edge approach that uses genetically engineered RNA or DNA to generate
a protein that itself safely prompts an immune response. The coronavirus that causes COVID-19 disease has
a "spike protein" that is only found on the virus surface. The vaccines give instructions to cells to make the
spike protein so that the body can learn to recognise the virus. These instructions are called messenger RNA
(mRNA). The body makes antibodies against the spike protein to protect us from getting sick if we are
exposed to the virus. The vaccines do not contain the virus and so cannot give infect people with COVID-19.
The Pfizer-BioNTech and Moderna mRNA vaccines, which were tested in large clinical trials to make sure
that they are safe and effective. In these trials, the vaccines were 94-95% effective. Millions of people around
the world have been vaccinated against COVID-19 (toronto.ca, 2021, p. 1). Pfizer-BioNTech and Moderna
are a messenger RNA (mRNA) based vaccine against coronavirus disease 2019 (COVID-19). The mRNA
instructs the cell to produce proteins of the S antigen (a piece of the spike protein unique to SARS-CoV-2) to
stimulate an immune response. (World Health Organization (WHO), 2021, p. 1)

Several vaccine designs were evaluated by different groups during the development of a SARS-CoV-2 vaccine. The
SARS-CoV-2 vaccines currently authorized for use, and others that have late-stage clinical data available, are summarized
in the Table. (C. Buddy Creech, Shannon C. Walker, Robert J. Samuels, 2021, p. 2)

Tablel: SARS-CoV-2 Vaccines

Source: (C. Buddy Creech, Shannon C. Walker, Robert J. Samuels, 2021, p. 2)
3.2. Inventory measurement requirements under the covid-19 crisis

IAS 2 Inventories requires a company to measure its inventory at the lower of cost or net realisable value and update
its estimate of the net realisable value at the reporting date. The COVID-19 outbreak may affect this estimate (Kegalj,
2020, p. 3). Also, consideration should be given to the possible impairment of inventories as a result of the reduction in
their net realisable value (Partner, 2020, p. 3).

Net realisable value (NRV) is an entity-specific measurement defined as “the estimated selling price in the ordinary
course of business less the estimated costs of completion and the estimated costs necessary to make the sale”. As a result
of the pandemic, the NRV of an item of inventory may fall below its cost for many reasons, including a decline in selling
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prices (e.g. as a result of price concessions offered to customers), or an increase in the estimate of costs to complete and
market the inventories (e.g. increased costs to provide protection to employees). (deloitte, 2020, p. 10)

Supply-chain disruptions, reduced economic activity, forced shut-downs etc. have all been unfortunate consequences
of the COVID-19 pandemic. These circumstances could impact the availability of inventory and its ability to be resold
triggering the requirement in iAS 02 to remeasure inventory at net realisable value if this is now below cost. (The
Australian Institute of Company Directors (AICD), Chartered Accountants Australia and New Zealand (CA ANZ) and
CPA Awustralia., 2020, p. 46)

The COVID-19 pandemic may affect the recoverability of inventory balances. Some entities with inventories that are
seasonal or are subject to expiration may have to assess whether a write-down for obsolescence or slow-moving stock
may be necessary at an interim or annual period as a result of a slower sales pace. Other entities may have to assess
whether a decline in their future estimated selling price is expected, which may require a write-down in the cost of
inventory in an interim or annual period. (deloitte, 2020, p. 10)

Write-down losses: If a company writes inventory down to its net realisable value at the reporting date, then any
resulting losses need to be recognised immediately. (Kegalj, 2020, p. 3)

In a difficult economic environment, the NRV calculation may be more challenging and require more detailed
methods or assumptions. Interim inventory impairment losses should be reflected in the interim period in which they
occur, with subsequent recoveries recognised as gains in future periods. (deloitte, 2020, p. 10)

Costs of manufactured inventory may also be impacted by changing production levels as overheads must be allocated
based on normal production. (The Australian Institute of Company Directors (AICD), Chartered Accountants Australia
and New Zealand (CA ANZ) and CPA Australia., 2020, p. 46)

In addition, manufacturing entities may have to reassess their practices for fixed overhead cost absorption if
production volumes become abnormally low during the year as a result of plant closures or lower demand for their
products. 1AS 2 requires that variable production overhead costs should be allocated to each unit of production based on
the actual use of the production facilities. It also calls for the allocation of fixed overhead costs to each unit of production
based on the normal capacity of the production facilities (deloitte, 2020, p. 11). For those companies producing below
capacity as a result of the declining demand, this situation may mean that certain costs cannot be capitalized as an increase
in the value of inventories. Also, consideration should be given to the possible impairment of inventories as a result of
the reduction in their net realisable value. (Partner, 2020, p. 3)

The COVID-19 pandemic may affect manufacturing entities in a number of ways (e.g. shortages of labour and
materials or unplanned factory downtime) that, if sustained, may result in an abnormal reduction of an entity’s production
levels. In such circumstances, an entity should not increase the amount of fixed overhead costs allocated to each inventory
item. Rather, the unallocated fixed overhead costs are recognised in profit or loss in the period in which they are incurred.
If the entity presents an analysis of expenses by function, these costs are included as part of cost of sales. (deloitte, 2020,
p.11)

Conversely, if an entity produces goods that are in high demand as a result of the pandemic (e.g. personal protection
equipment), its production levels may be abnormally high. If this is the case, the entity will need to decrease the amount
of fixed overhead allocated to each inventory item. (deloitte, 2020, p. 11)

An entity will also need to consider whether certain costs incurred because of the pandemic can be capitalised. These
may include additional storage costs due to delays in delivery of inventories or costs of repackaging to make goods
available in a different market with higher demand. 1AS 2gives the following as examples of costs that should be excluded
from the cost of inventories and recognised as expenses in the period in which they are incurred: (deloitte, 2020, p. 11)

- Abnormal amounts of wasted materials, labour, or other production costs;
- storage costs, unless those costs are necessary in the production process before a further production stage;

- administrative overheads that do not contribute to bringing inventories to their present location and condition;
and

- Selling costs.
4. CONCLUSION

Covid-19 has been affected the global economy in general, as reflecting negatively on growth rates in most countries
of the world, but at the micro level, the impact of covid-19 on Economic companies is varied. Whereby, many companies
acting in tourism, hospitality and transport, as well as most companies producing non-sanitary goods and services, are
adversely affected, through the increase in its costs while its production decreased due to the decrease in the demand for
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its products offered for sale. On the other hand, some companies have benefited positively from the consequences of
Covid-19, on top of which are pharmaceutical and vaccine manufacturers and companies manufacturing medical and
paramedical supplies, and preventive and personal protection tools. Where there has been an increase in their production
as a result of the popularity of their products due to high demand, While the negative or positive impact of Covid-19 on
institutions was unusually severe, As such, this will affect the accounting applied in preparing their financial statements,
which has significantly reflected in production costs, especially the fixed overheads , as well as the estimation of the
amounts included in the financial statements such as the net realisable value of inventory items.

The financial reporting and business impacts of COVID-19 are as varied as the businesses that face them and have
given rise to a number of significant economic challenges for entities operating in many industries and sectors. In the
current environment, the quality of financial reports and related disclosures is more important than ever for confident and
informed markets and investors. COVID-19 is having an unprecedented impact on the economic outlook for the domestic
and global economy. For the first time, many entities will be required to consider their requirements in preparing financial
statements in more detail In order to meet the needs of investors that expect clear disclosure about the impacts on an
entity’s businesses, any risks and uncertainties, key assumptions, management strategies and future prospects. Ultimately,
we can extract these outcomes:

- Although the economic impacts of Covid-19 on companies are varied, the accounting effects pose a difficult challenge
for all companies without an exemption;

- Financial information included in the financial statements of the institution has become to matter significantly the
governments such as or more than financial markets are interested in that information. Where information related to
the financial position in and performance results of the institution is considered as a key basis for directing
government support programs for institutions affected by the consequences of Covid-19;

- For any company that makes or sells merchandise, inventory is an extremely important asset. Managing this asset is
a challenging task. It requires not only protecting goods from theft or loss but also ensuring that operations are highly
efficient. Further, proper accounting of inventory is essential because misstatements will affect net income in at least
two years;

- The IASB has not made any adjustment to 1AS 2 on inventory despite the implications of covid-19 for enterprise
inventory, as the requirements of the standard remain in effect in current circumstances to date;

- Production level is likely to decline under COVID-19 conditions, and companies should be alert to how incremental
fixed overheads are allocated,;

- Vaccine manufacturers will need to reduce the amount of fixed overhead allocated to each inventory item as a result
of abnormal demand for vaccines, and compliance with the fixed overhead allocation requirements in conditions of
extraordinary use provided for under 1AS 2;

- Under the circumstances of the Covid-19 virus, it is expected to reduce inventory values to the net realisable value
for companies negatively are affected by covid-19; and at cost for companies positively are affected by covid-19;

- The new variants of a virus are expected to occur over time that may affect the effectiveness of vaccines, which will
reflect on their net realisable value so that they become less than their cost;

- Vaccine manufacturers may have to reassess their practices to allocate fixed overhead costs if production volumes
become abnormally low during the year, as a result of the impact of covid-19 new variants on vaccine effectiveness;

- If vaccine manufacturers are able to develop effective vaccines against Covid-19 variants, IAS 2 allows reversing the
loss of inventory value reduction in a later period if the conditions that previously triggering (the virus variants) to
reduce the inventory value below cost are removed,;

- Companies need to disclose the write-down of inventories to net realisable value and their reversal.
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1. Introduction

With the limitations of traditional jobs, it was necessary to move towards entrepreneurship because of its great
importance in the economy and its role in creating job opportunities, raising economic growth and creating wealth. In
the past three decades, and following the effects of the global crisis that left high rates of unemployment and inflation,
the interest of authors and researchers increased in entrepreneurial intentions and their determinants. Therefore,
governments seek to direct the youth to entrepreneurial work, especially university students, because they possess
several characteristics that distinguish them from the rest of society. To study, analyze and understand the determinants
of entrepreneurial intent, several models have been developed, however the Entrepreneurial Event Model and the Theory
of Planned Behavior are often used to explain entrepreneurial intentions. Algeria, like other countries, seeks to develop
entrepreneurial activities.

This study was conducted with the aim of knowing the most important determinants that affect university students
in making the decision to establish a special project in the future.

Our problematic therefore was formulated as follows:
What are the determinants that enhance the entrepreneurial intention of students at Medea University?

Based on the variables used in the questionnaire, and in order to orient this research, we were able to identify and
formulate the following research hypothesis:

* Corresponding Author :Samiha Khanous (o) Ev-ric |


mailto:khanous.samiha@univ-medea.dz
mailto:hassanedjaider102@gmail.com

Samiha Khanous, Hassane Djaider

H1: among university students, personality traits has a positive impact on entrepreneurial intention

H2: among university students, training and entrepreneurial education have a positive impact on entrepreneurial
intention

H3: among university students, self-efficacy has a positive impact on entrepreneurial intention
H4: among university students, entrepreneurial attitude has a positive impact on entrepreneurial intention

The topic of our research has a great importance in knowing the factors that strengthen university students' desire
to set up in their own projects.

2. FIRST PART : THEORITICAL CONCEPTS

2.1. Entrepreneurial intention.

Based on the premise of intent as the single best predictor of ultimate behavior, there has been much attention
in entrepreneurial intentions, there are many definitions of entrepreneurial intention such as: the entrepreneurial
intention “is the desire to start a business at some point in the future” (Panagiotis Piperopoulos, Dimo Dimov, 2014, p.
2). Entrepreneurial intention reflects the state of mind that prompts people to choose freelance work rather than choosing
traditional salary based work (Gerba, 2012, p. 261). The entrepreneurial intention of university students indicates, "the
conscious awareness and conviction on the part of the individual that they intend to establish a new business enterprise
and plan to do so" (N. Arranz, M.F. Arroyabe, J.C. Fdez de Arroyabe, 2018, p. 3)

From the previous definitions, entrepreneurial intention can be defined as the tendency of an individual to
create a personal enterprise in the future rather than traditional jobs because this latter is limited in terms of abundance
and return.

In order to analyze entrepreneurial behavior, in the 1980s and 1990s, six main models were developed in this
field: the Entrepreneurial Event Model (Shapero, 1982), Theory of Planned Behavior (Ajzen, 1991), Entrepreneurial
Attitude Orientation (Robinson), Stimpson, Huefner, & Hunt, 1991), Intentional Basic Model (Krueger & Carsrud,
1993), Entrepreneurial Potential Model (Krueger & Brazeal, 1994) and Davidsson Model (Davidsson, 1995a, b).

The two dominant models used to explain the entrepreneurship phenomenon are: entrepreneurial event model
and theory of planned behavior TPB. Research findings show that both intention-based models constitute valuable tools
for understanding business-venturing process with nascent entrepreneurs’ samples despite of some limitations on
explaining the role of certain constructs.

2.1.1. Entrepreneurial event model

This model was developed by Shapero and Sokot to identify the interplay of cultural and social factors that
could lead to the creation of company by influencing the individual’s perceptions. This model is often used by previous
researchers in the analysis of entrepreneurial activities as the results support this model as a consistent tool for measuring
entrepreneurial intention (Patricia Jameel Z. Arellano, Juvilyn C.Dolor, and Joana Fe A. Espafiola., 2014).

This model considers business creation as an event that can be explained by the interaction of initiatives,
capabilities, management, relative independence, and risks. The personal choice to start a new project depends on three
elements: (a) perception of desire, (b) propensity to act, and (c) perception of feasibility (Marribel Guerrero, Joseph
Rialp, David Urbano, 2008, p. 37)

e The Perceived Desirability (PD) is the product of the individual’s perceptions of entrepreneurship desirability
affected by personal attitudes, values, and feelings.

e The Perceived Feasibility (PF) is related to the individual’s perception of available resources. In other words, it
measures the individual’s personal perceived ability to carry out certain behavior.

e The Propensity to Act (PTA) is the personal disposition to act on one’s decisions, reflecting volitional aspects of
intention.

2.1.2. Theory of planned behavior
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The TPB, a concept arising from the psychology field, represents one of the most popular models used for
predicting specific individual behaviors. The TPB identifies three antecedents of behavioral intention: attitude toward
behavior, subjective norms, and perceived behavioral control (Rosangela Feola, Massimiliano Vosci, Antonio Botti,
Roberto Parente, 2017, p. 3). According to its authors, the entrepreneurs form the intention to create a new business,
being influenced by socio-cultural factors, and then, if this intention is strong enough, they carry through the action (Rui
Fragoso, Weimer Rocha-Junior, Antonio Xavier, 2019, p. 3).

2.2. The main determinant factors of entrepreneurial intention
2.2.1. Personality traits and entrepreneurial intention

A person's personality traits can directly affect many entrepreneurial activities including intent to start a business,
succeed in business, and increase business growth.

These entrepreneurial characteristics are referred to as individual entrepreneurial values. Many studies and writings
explain the relationship between the entrepreneurial values that students possess with the aim of their participation in
entrepreneurship. The entrepreneurial characteristics demonstrated in the previous studies are referred to as the
entrepreneurial values that students possess. These features include optimism, innovation, risk-taking, competitiveness,
independent, innovative, risk taking, creativity and innovation, leadership, risk-taking, hard work, initiative, self-
motivation, predictability, making good decisions and swiftness to act with great commitment. These characteristics are
related to the entrepreneurial values that each student possesses (Suffian M.Z.A, Rosman M, Norlaila I, Norizan A,
Hasnan M.T.M.T, 2018, p. 418).

2.2.2. Training and entrepreneurial education and entrepreneurial intention

Perceived educational support has been recognized as a determinant of entrepreneurial intent. Previous
researchers agree that entrepreneurship education is an effective way to provide students with the necessary knowledge
about entrepreneurship (Sylvia Nabila Azwa Ambad, Dayang Haruyani Diana Ag Damit , 2016, p. 109).

Entrepreneurial education is often defined -in the context of the basis of learning- as the continuing education,
school educational programs or technical training courses. Chu (1998) highlighted that 'EE' is important because
information and competencies about entrepreneurship inspire a person's willingness to create an innovative business
(asir Shahab, Ye Changang, Angel David Arbizu, Muhammad Jamal Haider, 2018, p. 6).

Entrepreneurial training and education can enable students to acquire the skills required to set up a new enterprise
and manage a business. Early exposure to entrepreneurial training and education may be particularly effective in
promoting interest in entrepreneurship (Rui Fragoso, Weimer Rocha-Junior, Antonio Xavier, 2019, p. 4).

The previous results enable us to say that the entrepreneurship lessons and educational courses strengthen the
desire of students to establish their own projects in the future, since it illustrate the advantages of entrepreneurial
activities and the necessary steps for it.

2.2.3. Self efficacy and entrepreneurial intention

Self-efficacy relates to the beliefs of conscious individuals of their abilities and skills to perform a specific task.
Individuals tend to avoid tasks where they have lower self-efficacy, whereas on the contrary, they perform better the
tasks they think they enjoy with a higher degree of self-efficacy (Panagiotis Piperopoulos, Dimo Dimov, 2014, p. 3).

Trevelyan (2009) argued that despite the uncertainty and the limited resources, people of high self-efficacy
initiate and continue their activities and behaviors. However, people with high self-efficacy have different behaviors to
deal with obstacles and limitations, compared to those with low self-efficacy. Previous literature describes the strong
relationship between explicit beliefs in a person's self-efficacy and the intention to initiate or carry out a task (Yasir
Shahab, Ye Changang, Angel David Arbizu, Muhammad Jamal Haider, 2018, p. 3)

2.2.4. Entrepreneurial attitude and entrepreneurial intention
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Attitude is regarded as one of the determinants of intent, and Ajzen defines it as "the degree to which a person
has a positive or inappropriate evaluation or assessment of the behavior in question.” The situation has proven as an
important factor in explaining intent towards entrepreneurship (Wei-Loon Koe, Juan Rizal Sa‘ari, Izadin Dbdulmajid,
Kamariah Ismail, 2012, p. 202).

Attitude is "a psychological tendency that is expressed through the evaluation of a particular entity with a certain
degree of approbation or resentment." The global scale of attitude towards entrepreneurship and entrepreneurial
behavior reflects individuals' beliefs about how desirable are their outcomes in general. In fact, the more positive the
attitude towards entrepreneurship is, the more favorable the overall perceived desire to create the enterprise (Kouroush
Esfandiar, Mohamad Sarifi-Tehrani, Stephen Prat, Levent Altinay, 2017, p. 3).

If academics have a positive attitude towards entrepreneurial activities, this means a greater willingness to devote
time and effort for creating a new business (Francisco Javier Miranda, Antonio Chamorro-Mera, Sergio Rubio, 2017,

p. 4).

2.2.5. Other variables which can influence entrepreneurial intention

There exist other determinants that could affect the entrepreneurial intention such as gender, family background,
environmental characteristics ...

In general, women tend to show fewer entrepreneurial attitudes, perceived behavior control, and self-standards
compared to men (Rui Fragoso, Weimer Rocha-Junior, Antonio Xavier, 2019, p. 6). In the other side, Scott and Twomey
(1988) analyzed the aspirations of university students and the study findings identified the influence of parents and work
experience as important factors (Duygu Turker, Senem Sonmez Selcuk, 2009, p. 145). In terms of environmental
characteristics, which can be expressed in the country of origin, as the level of economic development, financial
availability and government regulations are among the factors that may influence the entrepreneurial intention (Galina
Shrokova, Oleksiy Osiyevskyy, Karina Bogatyreva, 2015, p. 4).

3. SECOND PART : EMPRIRICAL STUDY
3.1. Procedure and data source and questionnaire development:

In order to implement the survey conception, the questionnaire has been divided into six developmental sets
of questions. The first part deals with the social and demographic characteristics of the participants (gender, age,
professional status, specialty and the level). The remaining five sets of questions deal with the outcome variable and the
explanatory variables. The outcome variable is represented by building entrepreneurial intention and explanatory
variables that include structures of personality traits, training and entrepreneurial education, self-efficacy, and
entrepreneurial attitude. Usually, items are scored using a Likert scale (1932). In its original version, the Likert scale
consisted of five categories (five points), but different scale sizes were discussed. Some authors argue that increasing
the number of classes could improve the reliability of the scale (Churchill and Peter 1984). However, Viswanathan,
Sudman, and Johnson (2004) found that 7 points are the maximum number of classes that a human can distinguish and
judge. Thus, all attitude questions were scored on a 7-point Likert scale. This scale offers 7 different answer options
related to an agreement that would be distinct enough for respondents to answer without getting confused. These phrases
are as follows: Strongly disagree, Disagree, Disagree somewhat, neither agree nor disagree, Agree somewhat, Agree,
Strongly agree.

The data of this research was collected from September to October 2020 using online questionnaires, as they were
distributed to a group of Medea University students studying at the undergraduate (Bachelor's and Master's levels) and
postgraduate studies (PhD). Medea University was chosen because it is the university to which the researcher belongs.
The questionnaire was distributed on the social media sites of Medea University students, and only 146 responses were
received.

3.2. Sample characteristics

In order to know the distribution of the study sample and its characteristics, we used some socio-demographic
variables and other variables related to their studies, as shown in the following table:

Table 01: characteristics of study's sample
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description Number | percentage
gender female
76 52.1
male
70 47.9
Age Less than 25
85 58.2
Between 25 and 30
34 23.3
More than 30
27 18.5
Professional Unemployed
status 99 67.8
Employee
33 22.6
I have my own business
14 9.6
Specialty economic, commercial and management sciences
54 37.0
humanities, social, political sciences, languages, and law ...
35 24.0
exact sciences and life sciences ( mathematics, computer sciences, medicine, pharmacy,
geology ...) 57 39.0
The level Bachelor
64 43.8
Master
48 32.9
ostgraduate
posig 34 23.3

Source: made by researchers using the outputs of SPSS 21

In order to know the validity and reliability of the study questionnaire, we relied on Cronbach's alpha coefficient,
and found it equal to (0.945) and it is bigger than 7.0, which means that the study tool has consistency, which indicates
a good internal consistency for all the questionnaire questions, and the results are shown in the table below:

Table 02: The validity and reliability of the questionnaire

Cronbach's alpha Numbre of items

0.945 34
Source: output from SPSS 21

3.3. Assessment of the measurement model

We need to verify the reliability and validity of the measurements before coming up with the study results. We
mean by reliability the ability to measure the required, while the validity of the measurement model means the ability
to measure the required under different situations. Construct validity consists of two important components: convergent
validity and discriminate validity.

3.3.1. Convergent validity

Convergent validity: is the degree to which multiple items (questions) measuring the same concept (variable or
construct) are in agreement. According to Hair et al (2014); the criteria to assess convergent validity are: factor loading
must be above 0.4, composite reliability must be above 0.7 and Average variance Extracted (AVE) must be above 0.5

Table 03: Internal validity indicators measurement model

variables items Factor loading AVE Composite reliability
Personality traits p_tl 0.766 0.904 0.575
12 0.775
p_t3 0.744
p_t4 0.733
p_t5 0.738
p_t6 0.756
p_t7 0.792
T_EE1 0.784 0.890 0.577
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Training and | T_EE2 0.700
entrepreneurial T EE3 0.870
education T EE4 0.852
T_EE5 0.657
T_EE6 0.665
Self efficacy S E1 0.684 0.955 0.702
S_E2 0.811
S_E3 0.874
S_E4 0.880
S_E5 0.868
S_E6 0.778
S_E7 0.851
S_E8 0.900
S_E9 0.870
Entrepreneurial E_Al 0.755 0.930 0.770
attitude E_A2 0.924
E_A3 0.927
E_A4 0.892
Entrepreneurial E_I1 0.914 0.939 0.837
intention E_I2 0.906
E_I3 0.924

Source: made by researchers using outputs of SmartPLS 3

According to the previous table, we note that the values of the composite reliability exceed the 7.0 threshold for

all latent variables, indicating good reliability of the metric model used.

It is also clear from the table that all the latent variables are characterized by the convergent validity, as all the
factor loading coefficients are bigger than 0.4. In addition, all average variance extracted (AVE) values are exceeding

the cut-off 0.5, which also indicates the quality of the measurement model.

3.3.2. Discriminate validity

Discriminate validity: The degree to which items differentiate among constructs or measure distinct concepts
by examining the correlations between the measures of potentially overlapping constructs. Which consists of two tests:

cross validity and variab

le correlation

- Cross laoding: The loading of an indicator on its assigned latent variable should be higher than its loadings on all

other latent variables.

personality

traits
p_tl 0.766
p_t2 0.775
p_t3 0.744
p_t4 0.733
p_t5 0.738
p_t6 0.756
p_t7 0.792
T_EE1 0.263
T_EE2 0.279
T EE3 0.284
T_EE4 0.306
T_EES5 0.300

Table 04: cross loading

training and entrepreneurial
education

0.306
0.296
0.318
0.166
0.324
0.396
0.210
0.784
0.700
0.870
0.852

0.657

self
efficacy

0.576
0.602
0.663
0.562
0.560
0.513
0.582
0.309
0.339
0.356
0.337

0.342

entrepreneurial attitude

0.400

0.499

0.339

0.343

0.365

0.598

0.415

0.347

0.274

0.321

0.333

0.347

entrepreneurial intention

0.400

0.385

0.307

0.344

0.473

0.613

0.397

0.357

0.317

0.300

0.390

0.272
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T _EE6 0.368 0.665 0.408 0.346 0.307
S E1 0.502 0.443 0.684 0.356 0.374
S_E2 0.668 0.350 0.811 0.422 0.399
S_E3 0.693 0.458 0.874 0.456 0.487
S E4 0.639 0.352 0.880 0.425 0.488
S E5 0.636 0.324 0.868 0.418 0.421
S_E6 0.576 0.421 0.778 0.445 0.416
S E7 0.674 0.304 0.851 0.402 0.423
S E8 0.642 0.430 0.900 0.353 0.474
S_E9 0.647 0.357 0.870 0.351 0.401
E_Al 0.464 0.235 0.380 0.755 0.452
E_A2 0.485 0.405 0.421 0.924 0.617
E_A3 0.513 0.455 0.418 0.927 0.640
E_A4 0.565 0.388 0.468 0.892 0.660
E Il 0.525 0.424 0.475 0.667 0.914
E_I2 0.545 0.360 0.544 0.532 0.906
E_I3 0.518 0.397 0.411 0.666 0.924

Source: made by researchers using outputs of SmartPLS 3

From Table 4, we verify that all the items belong to the most appropriate latent variable, since its loading
corresponding to its latent variable is higher than its loadings in the all other latent variables.

- Variable correlation: root square of AVE: A latent variable should explain better the variance of its own
indicators than the variance of other latent variables. If a specific construct shows more correlated with another
construct than with its own measures, this means, there is a possibility that the two constructs share the same types of
measures and they are not conceptually distinct (Chin, 2010).

Table 05: Fornell-Larcker Criterion

personalit | training and self entrepreneurial entrepreneurial
y traits entrepreneuria | efficac | attitude intention
| education y

personality traits 0.758 0.393 0.754 0.578 0.578
training and entrepreneurial 0.759 0.456 0.431 0.432
education
self efficacy 0.838 0.482 0.518
entrepreneurial attitude 0.877 0.683
entrepreneurial intention 0.915

Source: made by researchers using outputs of SmartPLS 3

Through the results shown in Table 5, we note that the root square of the AVE represented by the diagonal values
of the matrix is greater than the correlation of the latent variables with each other (the values outside the diagonal); this
indicates that there is a difference (distinction) between the latent variables (Hair et al. 2014).

Finally, after verifying the criteria for the stability of internal consistency, convergent and discriminate validity,
it can be said that the measurement model is good and we can use it to measure the latent variables in the study.

3.4. Assessment of structural model
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Assessment of structural model consists of five different tests, which are: path coefficient (hypotheses test),
coefficient of determination R?, effect size 2, predictive relevance Q? and goodness of fit (GOF).

3.4.1. Path coefficient: test-hypotheses

In order to test the hypotheses of the proposed study, the significance of the coefficients paths between the
external and internal latent variables has been examined, depending on the T-value, which must exceed 1.96 so that the
path will be significant or the p-value must be under 0.05 (Hair et al, 2014). The results are shown. In the following
table:

Table 06: total effects

Hypotheses relationship Std Std Error T Value P Value decisions
beta

H1 personality traits -> entrepreneurial 0.485 0.127 1.414 0.158 rejected
intention

H2 training and entrepreneurial education -> 0.179 0.071 1.486 0.138 rejected
entrepreneurial intention

H3 self efficacy -> 0.101 0.114 0.880 0.379 rejected
entrepreneurial intention

H4 entrepreneurial attitude -> entrepreneurial 0.106 0.079 6.121 0.000 supported
intention

Source: made by researchers using outputs of SmartPLS 3

According to the results shown in Table 06, it becomes clear that there is no positive and significant (not
statistically significant) effect of personality traits, training and entrepreneurial education, and self-efficacy on
entrepreneurial intention so that the corresponding P-value for them is greater than 0.05. therefore we reject the first,
second and third hypothesis while we accept the fourth hypothesis because of its statistical significance. T-value was
greater than 1.96 and P-value less than 0.05. Thus, we can say that there is a statistically significant effect of the
entrepreneurial attitude on the entrepreneurial intention.

Coefficient of determination R?

The results showed that the value of the coefficient of the determination R is equal to 0.553, which indicates that
the variables used in the model explain 55.3% of the entrepreneurial intention variance, that is to mean, they explain
55.3% of the entrepreneurial intention information. According to (Hair et al 2014); the minimum value of R? is 0.25,
and this indicates that our study model has a good explanatory ability to explain the endogenous latent variable.

3.4.2. The effect size F2

The Effect size indicates the relative effect of a particular exogenous latent variable on endogenous latent variable(s)
by means of changes in the R?. It is calculated as the increase in R? of the latent variable to which the path is connected,
relative to the latent variable’s proportion of unexplained variance.

According to (Cohen 1988) we comment on the values of F? as follows:

v A latent variable with F? > 0.35 is considered a large effect size.

A latent variable with F? ranges from 0.15 to 0.35 medium impact size.
A latent variable with F2 ranges from 0.02 to 0.15 are a small effect size.
A latent variable with F2 < 0.02 is considered with no effect size.

AN

Table 07: f square (f%)

entrepreneurial intention
personality traits 0.026
training and entrepreneurial education 0.018
self efficacy 0.009
entrepreneurial attitude 0.311
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Source: made by researchers using outputs of SmartPLS 3

From Table 7 it appears that the entrepreneurial attitude has a medium effect size on the entrepreneurial intention,
while personality traits has a small effect size on the entrepreneurial intention. And finally, with regards to self-efficacy,
training and entrepreneurial education; they are considered with no effect size on entrepreneurial intention

Figure 01: research framework

p_t1 p_t2 p_t3 p_t4 p_t5 p_té p_t7
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Source: outputs of SmartPLS 3

3.4.3. Predictive relevance Q2

According to Fornell and Cha (1994) Q%> 0 shows that there is predictive relevance while a Q? < 0 indicates the
model lacks predictive relevance.

The results of the study model gives us Q? = 0.4278 which is greater than zero, and this supports the claim that
this study model has an adequate ability to predict.

3.4.4. Goodness of fit of the model (GOF)

Tenenhaus, Vinzi, Chatelin, and Lauro (2005) defined GoF as the global fit measure, it is the geometric mean of
both average variance extracted (AVE) and the average of R? of the endogenous variables. The purpose of GoF is to
account on the study model at both levels, namely measurement and structural model with focus on the overall
performance of the model (Chin, 2010; Henseler & Sarstedt, 2013). The calculation formula of GoF is as follow:

GOF = VR? x AVE

Through the results obtained before, we have the Goodness of Fit for our study model equal to: GoF =

4/0.533 x ((0.770 + 0.837 + 0.575 + 0.702 + 0.577) ~ 5) = 0.607 This indicates the quality of the proposed structural
model

4. Conclusion

The topic of entrepreneurship has attracted the interest of many researchers because of its great importance in
economic growth and the achievement of wealth. So, we tried through this study to identify the most important
determinants that enhance the intentions of university students in establishing a new venture, and to reach this goal, the
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relationship between the determinants and the entrepreneurial intention was clarified theoretically based on previous
studies. After that, a survey with a questionnaire was conducted among 146 students from Medea University using the
SmartPLS3 program, and the study revealed the following results:

v

The lack of a statistically significant effect of personality traits on entrepreneurial intention, which is inconsistent
with many previous studies, but the reason may be the limited sample size. In theory, the importance of personality
traits in the decision making to create a private company cannot be ignored, especially with regard to the
characteristic of the risk-taking, creativity and innovation.

The lack of a statistically significant effect of training and entrepreneurial education on the entrepreneurial
intention of university students, which indicates the absence of the university's role in motivating students to move
towards entrepreneurship and its failure to spread the culture of entrepreneurship and awareness of the importance
of entrepreneurship. The reason for this may be also attributed to the inefficiency and the ineffectiveness of the
programs provided by national and government agencies, and the reason is also due to the students and researchers
themselves, despite their awareness of the importance of business training, most of them did not enroll in any
specialized training course in this field.

There is no statistically significant effect of self-efficacy on entrepreneurial intention. The reason may be the
poorness of the sample selection that represents the study population. The importance of self-efficacy in making
the decision to create a private enterprise cannot be neglected.

The existence of a positive statistically significant effect of the entrepreneurial attitude on the entrepreneurial
intention. This finding is consistent with the theory of planned behavior, which means that having a positive
attitude toward entrepreneurship has a significant impact on students’s intention to become entrepreneurs in the
future.

Our study had several limitations, including:

v' Small sample size

v" Not being selecting a sample that represents the study population well, as the questionnaire was distributed
electronically

v' The possibility that the respondents did not understand the terminology, especially for scientific fields
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Appendix

Appendix 01: the questionnaire used in the study

constructs items
Personality traits . I am an extrovert person that likes to talk, keep contacts and be with other people
. | am affable, pleasant and easy-going and | am interested in other people
. I am independent, | have my own ideas and | do not copy ideas from others
. My success depends more on my skills than on the institutional environment
. I am not afraid to take the financial risks in an entrepreneurial activity
. I am continually looking for new opportunities
. | often look for activities that make me happy
. In addition to university studies, | did specialized courses in entrepreneurship
. In addition to university studies, | did specialized studies in leadership
. My training and entrepreneurial education have been useful in improving the knowledge in
entrepreneurship
4. My training and entrepreneurial education have been useful in improving my entrepreneurial
intention
. | personally know entrepreneurs in my family
6. | personally know entrepreneurs among my friends
1. For me, it is easy to create and manage a new venture
2. If | create a new venture | will probably be successful
3. I have the capacity to recognize opportunities
4.1 am creative
5. I have good skills for solving problems
6. I have good skills in leadership
7. I have good skills in communication
8. | have good skills for developing new products and services
9
1
2
3
4
1
2
3

Training and entrepreneurial
education:

WNhPFRP NGO~ WN PR

(8]

Self-efficacy:

. I have good skills for establishing professional relationships

. I want to get some experience before creating my own business

. Being an entrepreneur is attractive to me

. If I have an opportunity and resources, | would like to be an entrepreneur
. Being an entrepreneur brings me great satisfaction

. My personal goal is to be entrepreneur

. I am determined to create a new venture in the future

. | am willing to do whatever it takes to be an entrepreneur

Entrepreneurial attitude:

Entrepreneurial intention:
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1. Introduction

Throughout the literature in the classic and strategic management. Authors argue that one of the major roles to success
is the executive to build a stable vision to future, the ability to the conquer competitors, and to build up a indestructible
grasp towards the environment. The most adopted studies of the vigilance in this field are however focused on the classic
distributions, even consider its types as: Environmental Vigilance, Technological Vigilance, Competitive Vigilance,
Marketing Vigilance, vigilance...etc. that’s little disappointed, because there is a promising aspect about “vigilance
behavior” should be used to referre that the competitiveness improvement will achieve by a vigilant enterprise. Besides,
the research on competitiveness has long tradition. So, it’s clearly that the subject will provide several scenarios, the fact
that the more complex the environment, the more competition fierce, the more environment uncertainty, the hardest
information control will. And only the vigilant enterprises will survive in this conditions let alone improve the
competitiveness under it.

A new approach is therefore needed for present the relation between “vigilant” and “competitive”. So, our study aims
to highlight the basic to introduce that approach, identify the meaning behind “vigilance behavior” and its effects on the
enterprise competitiveness.

1.1. The problematic

In the way to find out our aim, the main practical problem that confronts us is:
How could effective vigilance create a competitive enterprise?

And that leads to myriad problems such as:

S  What’s the effective vigilance?

2  How could the vigilance improve the competitiveness?

S When we could admit that the EPTP is a vigilant enterprise?
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1.2. The hypotheses

We can add the following assumptions as pre-answers;

O If the enterprise has the ability to control its informative environment, providing efficient information to
decision-support in the right time, than the enterprise has an effective vigilance system;

@  The acquaintance with the vigilance behavior would be a useful approach for determining and provide several
scenarios to describe the levels of competitiveness;

O Being a competitive enterprise can also considerate “being a vigilant enterprise”, so the competitive vigilant
enterprise should have an effective vigilance system to monitoring and scanning its environment better than the
competitors, therefore the vigilance process must be uninterrupted, and being more than normal competitive mean that
the enterprise vigilance is both offensive and defensive;

1.3. Methodology and Tools

This study was organized to build an approach that combines effective vigilance and competitiveness by highlighting
what termed "vigilance behavior".

The descriptive analytical approach was based on identifying basic concepts, terms of vigilance and levels of
competitiveness. In addition, an interview was conducted at the Public Enterprise for Public Works (EPTP) in order to
strengthen our vision with evidences from the field.

2. Literature Review
2.1. Previous Studies

Several studies suggest that the “vigilance” even in it narrowly concept as “scanning” is a competitive tool that
allows to anticipate and superior to competitors. Maybe there is no study have shown a competition between a public
and privet sector and take a “vigilance” as a competitive tool to win the race, but there is a basic said “there is no
superiority in competition”.

Even his primary attention is espionage and intelligence business, Green show an interest to the information issues
in the organization in his research “Business Intelligence and espionage”, and even building up the concept of
widespread awareness (Greene, 1966). As like Greene, Aguilar studies were a strengthener of the idea of the
environmental scanning, he positionate his own approach in the top management in the companies in his papers
“Scanning the business environment” (Aguilar, 1967). After that, Igor Ansoff study “Managing Strategic Surprise
by Response to Weak Signals” was well documented. It is also well acknowledged that what could be an increasingly
issues strategic planning systems (Ansoff , 1975). The Millennium studies shown an impartiality towards the subject,
we can see how the researches of Choo entitled by “The Art of Scanning the Environment”, give a perception about
the important to understand and expect the external forces of changes and challenges, so that a forgone conclusion to
develop an effective responses that secure and improve the organization by suggest to implant the true conception of
the “Art Of Scanning” (Choo, 1999). And then, there is Humbert and Nicolas Lesca the main authors in this chosen
field. In his doctoral thesis, Nicolas Lesca give an understanding process of building the meaning of information, provide
a visualization of the early warning signs and The construction of a theoretical framework for the meaning of the theory
of decision-making, cognitive psychology and social psychology (Lesca, 2002). Humbert Lesca also in his book “Veille
stratégique: La méthode LESCAnning” emphasized the important of the vigilance and offers a complete and original
way to create a strategic collective surveillance and intelligence apparatus, and create the “LESCanning”; the
particularly forward-looking method; monitoring the weak signal to exploit the information to build up a create a
collective meaning, Collective intelligence and group learning (Lesca H. , 2003). The Lesca duo in their article entitled
by “Les signaux faibles et la veille anticipative pour les décideurs -Méthodes et applications-” They even examines
the concept of weak signal, and provides concrete analysis of it. The authors cites several French institutions that
represent realistic examples of what they are pursuing, addresses the understanding of proactive surveillance, proposes
methodology and tools for research and creation of meaning, as well as interpreting weak signals (Lesca & Lesca, 2011).
And there is one study we should add, ”Determinants of organizational vigilance: Leadership, foresight, and
adaptation in three sectors” Schoemaker and Day give us a flexible approach to incorporating uncertainty in their
strategy processes and clear accountability and coordination for sharing information and acting on weak signals
(Schoemaker & Day, 2020).
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As far as we know, no previous research has investigated a subject as the current study. The term “vigilance
behavior” was rarely shown in the literature, let alone the combination with “competitiveness”.

2.2. Vigilance, theoretical background

Since the end of the second worldwide war, the Anglo-Saxons have been using the term “business intelligence”,
“competitive intelligence” and “Environmental scanning”. And by saying “intelligence” they mean inquiring,
information, and even reforming information in order to conduct espionage for military objectives (Corine, 2000, p. 07_
08). Indeed, the research in that part of business world has been deal with the previous content-up as a focus scanning
studies in the enterprises environment (Harriet, 2014). While the survey of Francophone studies and research on the
subject resulted that more used terms was “intelligence” according to the economic intelligence approach, and the term
“vigilance” (Corine, 2000, p. 08_09). After that, in the mid-1990s the authors starts using the term “intelligence” instead
of “vigilance”, the next format explains corine's point of view.

Figure 1: Evolution of the concepts “vigilance” and “scanning” by The Anglo-Saxon and Francophone
Source: inspire from Corine, 2000, p. 46.

The Japanese government has relied on vigilance to win the competition, and considered intelligence and monitoring
as a collective resource. While the great companies start to apply the “vigilance” in the end of 19™ century, except for
France, where it appeared in the late 1980s; the concern that has given to vigilance in that time by USA and France in
order to counter external threats, especially from Japan (Brouard, 2004, p. 29). Subsequently, the vigilance approach
has been evolved by H.Lesca monographs to the topic. He develops the concept through his researches, and offering a
dynamic definition to vigilance.

We note that there is a close link between the periods of vigilance throughout its history and the direction of the
enterprise at that time.

For decades, one of the most popular ideas alongside “competition” was “vigilance”.
2.2.1. The definition

Among the definitions agreed by specialists and scholars about the topic, are:

O Vigilance is a comprehensive and intelligent monitoring of the enterprises environment by searching for real
and future information (Harmel, 2017, p. 23).

O Vigilance has also been known in the media process by which the enterprise (or a part of it) pursues and absorbs
information with the pre-advantage of changes in its social and economic environment, to add job creation and reducing
risks associated with uncertainty, and act quickly and in a timely manner, among the information mentioned the weak
signals (Janissek-Muniz, Freitas, & Lesca, 2006, p. 20).
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O Vigilance seen as an observation, analysis of the environment and then the good dissemination of selected
information and its treatment for decision-making use (Jakobiak, 2001, p. 65).

In addition of being considered a structured management method, the concept of vigilance has been rise
progressively from a simple work-done of gathering and analysis data and information by planning function, to an
integrated information system by reliable provision for decision-making. Additionally, the association of the vigilant
process with decision-making refers to an authentic concept which is “Environmental Intelligence (EI)” Proposed by H.
Simon (Kamoun-chouk, 2009, p. 06).

2.2.2. The importance of the vigilance

Despites being a competitive tool, the vigilance importance can be described as the ability of build-up a stable vision
to conquer the competitors. And from the short review above (Harmel, 2017) (Lesca N. , 2002) (Lesca H. , 2003) (Choo,
1999) (Harriet, 2014), we can easily highlight the importance role of vigilance; instance:

% Vigilance reflects the rational estimation of the managers, and the great significance towards the future, and
that allow the decision-makers to expect the destiny demanding situations and challenges that the enterprises will face.
% Vigilance puts the enterprise in the confrontation, in order to: aware its weakness and strength, access the
opportunities and options, increasing the ability of the enterprise and the speed of reaction to changes.
Vigilance increasing the capability of the enterprise and therefore the speed of reaction to changes.
Vigilance improves the enterprises innovative ability.
Vigilance gives an in-depth view of markets and competition.
Vigilance increase synergy within the group.
Get a range of experience, knowledge and expertise.
Vigilance helps issues to be addressed easily.

EEEEEE

2.2.3. Towards an effective Vigilance ... vigilance behavior

This field of study often referred as a several well-known axes as: Environmental Vigilance, Competitive Vigilance,
Technological Vigilance, Social vigilance, Legal vigilance and others similar types. But the present study aims to
highlights other types of vigilance that Bulinge propose; the following table.

Table 1: typological vigilance

Vigilance
Attitude Passive Semi-Active Active
Gathering and Collecting and .
. . . - Search for critical
Activity selecting used selecting appropriate information
information information
Domains N Unrestr‘icted
(Competitive, technological, legal...)
Periodicity Permanent Periodical Punctual
Actors All Observers Specialists

Source: inspired from Smida & Ben Romdhane , 2004, p05.

The previous table illustrates some interesting facts about vigilance. Most early studies as well as current work focus
when study vigilance and its types on: Environmental Vigilance, Competitive Vigilance, Technological Vigilance and
beyond. While Bulinge studies was pertaining to a new typological vigilance; strongly suggests that there's specific
characteristics provides other facets of vigilance is: Passive (Negative) vigilance, Semi-Active vigilance and Active
vigilance (Smida & Ben Romdhane, 2004, p. 04_05). In regard to describe the newest facets of vigilance by attitude
and Bulinge explain that:

% Passive (Negative) vigilance: It's a defensive (protective) vigilance. Interested in gathering pre-existing and
used data, without any preliminary search for data. It is permanent and does not rule out any sort of vigilance. All
employees in the enterprise are concerned with the process of vigilance, and depend on all information sources, and the
protective vigilance aims to identify existing threats to the functioning of the enterprise.
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% Semi-Active vigilance: Interested in gathering only information of relevance to the enterprise, whether from
secondary or primary sources. Specific individuals (detectors) conduct active vigilance functions, based on advanced
studies for all kinds of vigilance, semi-active vigilance coincides with the exploration of new opportunities.

%  Active vigilance: it’s in offensive vigilance. Interested in discovering dangerous and critical information, and
useful in certain topics. Assigns the task of vigilance to experts. Linked to discover future opportunities, or transforming
future threats into opportunities and seeking to take advantage of it.

In fact, since the authors have rarely studies vigilance behavior, the facets bellow may be more successful when it
comes to decisive competitiveness, we can ask why? Therefore, the existing scenarios are more feasible and include all
the terminology relating to vigilance as alert and intelligence. And this ensures the search strengthened.

Obviously, the solutions we are searching for to improve the competitiveness of companies and resolving
competition; are those small details that most authors ignore. Simple but meaningful terms, approaches, tools, and
definitions; such as vigilance behavior.

2.3. Competitiveness and Vigilance

In business there is no classification in competition, either in build-up or improve the enterprises competitiveness,
as well as the competition between public and private sectors.

2.3.1. Why Competitiveness?

There is a multi-faceted, multidimensional notion of competitiveness. And many distinct qualitative concepts of
competition. As we know, speaking about competitiveness evokes another terms as competitive status, competitive
advantage and competition; which described as “the interaction of people who aim to obtain the advantages that others
want at the same time and under the same conditions” (Grzebyk & Krynski, 2011, p. 108).

2.3.2. Defining competitiveness

Although, there are substantial differences of opinion in academic studies about the enterprise competitiveness.
Several studies have emphasized that basic issue is the different view over the subject of competitiveness. Authors
suggest that the competitiveness is “The ability of a nation or enterprise to create greater wealth on the global market
than its competitors” (The World Competitiveness Report, 1994, p. 18).

Traditionally, the enterprise competitiveness defined as a “complex feature characterizing its ability to compete
successfully in the field and obtain benefits relative to competitors, besides several strategic concepts”.

Figure 2: competitiveness and strategic approach
Source: By the authors.

In light, speaking about competitiveness evokes other concepts observe a strategic approach; from the competitive
position which define as “a multidimensional category, a determined by a combination of factors” (Grzebyk & Krynski,
2011, p. 114). And that was relevant to competitive advantage, which Ansoff was the first who sought as “the
independent characteristics or properties of individuals, which provide the enterprise a strong competitive position”.
Then, Porter claims that the competitive advantage is the heart of the enterprise”; and by saying the enterprise has a
competitive advantage; that mean it’s able to create several values and benefits than the marginal competitors (Peteraf
& Barney, 2003, p. 314). This leads to build-up a decisiveness ability to create and develop successful competitive
strategic.
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2.3.3. Another types of competitiveness?

According to (Stankiewicz, 2005, p. 44); the most effective method to assess the level of competitiveness of the
enterprise is to compare the actual results with the expected ones the authors propose three types of competitiveness
may be differentiated depend on the results of the comparison; are:

% Less than normal competitiveness: when the results are less than what was expected; that clearly mean that
the enterprise has been marginalized in its environment, in fact that would related to: The faint positioning of the
enterprise in its environment, Inability to prospect the opportunities, subjecting to threats, and it’s clear that enterprise
is unable to control its resources, including its information resources.

%  Normal competitiveness: when the results are equal to what was expected; mean that the enterprises goods,
or services are as the expectation, or the enterprise has been Achieve the projects as was planned.

% More than normal competitiveness: when the results are better than expectation. The reasons have been
shown in a large number of existing studies; as: The effectiveness and the influence of the enterprise in its environment,
an effective information systems, prospect opportunities, avoid threats, the effective vigilance systems.

2.3.4. What does vigilance mean to competitiveness?

According to what we noticed before about the “Vigilance being a tool for competition”, the amount of information on
this topic (Ansoff , 1975) (Aguilar, 1967) (Choo, 1999)(Grzebyk & Krynski, 2011) (Harriet, 2014) (Lesca & Lesca,
2011) (Schoemaker & Day, 2020) can clearly inference that:

% Based on ansoff's studies, the Vigilance plays an important role in improving the competitiveness of enterprises.
Because, having an efficient and effective vigilant system mean that the enterprise the enterprise has influence over its
environment.

% Develop the anticipation factors in the enterprise than the competitors.

& Develop a leadership approach and the ability to monitor and guide situations in favor of the enterprise.

% Build up the technical and cognitional systems to improve the methods to deal with weak signals.

% Reducing uncertainty in the environment; which negatively affecting the decision-making process.

% Build a efficient control system, due the ability to provide multidimensional information about the environment,
the enterprise, humans resource, the level of competitiveness, the competitors... etc.

2.3.5. Vigilance role to improve enterprises competitiveness

Actually, since the evidence was not validated yet, we can only propose a several axes we have concluded its
effectiveness in linking vigilance and competitiveness through previous studies and literatures; for instance:

% Activating the policy of excellence in competitiveness by showing the importance of competitive information.

% The role of vigilance in building defensive and offensive strategies to enhance the competitive position of the
organization, thereby improving its competitiveness.

% Providing radar to detect weak signals, and prospect opportunities in environment.

% Create an effective base of information about the competitors; its strength, weakness, their informative cycle.

% Improving the mechanism for resolving regulatory problems.

%  Openness to behavioral knowledge.

3. The Vigilance and the Competitiveness reality in the Public Enterprise for Public Works

The Public Enterprise for Public Works abbreviated under EPTP for its French reference “Entreprise Publique des
Travaux Publics”. One of the basic enterprises in the field of public works and infrastructure completion in the country.
Due its important and financials gain; in this sector, competition is increasing among the EPTP and the privet similar
enterprises.

3.1. Defining the EPTP

In 10th November 1979, the Public Enterprise for Public Works was founded under the resolution 216/79. In 6th
1989 the EPTP moved toward independence during the efforts of the government to restructure the public sector. In
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1997, the EPTP have become a subsidiary of General Public Holding Companies for Achievement. After the last one
was liquidated in 2002, the EPTP became a subsidiary of the Public Works Contribution Management Company.

The EPTP is located in the industrial zone, Kenadsa Road.

The EPTP legal form is stock company (SPA), with capital of 702000000 DZD.

3.2. The interview

Using an interview for certain articles and research projects can be an effective primary source.

3.2.1. Build-up the questions

It turns out through our study that the topic has never been studied in the EPTP. Therefore, when building up the
questions there was no experience we might use. So we relied on the theoretical side that we had previously built. By
use the broad and open-ended questions, the subject could be expressed extensively (Giorgi, 1997, p. 245).

3.2.2. The interview script
The interviewee for this study is the General Director of the EPTP of Bechar.

Duration: 1h 30min
Date: 30/12/2020 at 8:30 a.m.

Interviewer: What is the EPTP?

Interviewee: the EPTP is a public enterprise; its legal entity is SPA with an estimated capital 702000000 DZD. The
EPTP has a mission to do towards the community as Transportation infrastructure works, Construction and maintenance
of roads, pavements, roads, Construction and maintenance of highways, Auxiliary works for public works and beyond.

Interviewer: What is the EPTP work scope?

Interviewee: due its important, the EPTP has a basic role to play in the local development of the state. Along with
the necessity imposed by the current phase, The EPTP seeks to build a competitive efficient structure that will enable it
to strengthen its position in the society, as you can see the competition in that field has been increasingly grown.

Interviewer: What do you see is hindering the EPTP from achieving its goal?
Interviewee: is the ”Unfair competition”.

Interviewer: What do you mean?

Interviewee: The competition has negatively affected the EPTP, the comparison is going to be difficult. Since it is
a real entity, EPTP carries a high costs, whereas private enterprises can only be on paper. Most public enterprises are
highly centralized, and the EPTP is not an exception. Besides the relatively old methods and practices in management
doesn’t help at all, the EPTP have a very complex organizational structure; and that leads to a range of problems like
the difficulties of slowing down decision-making. The resistance of human capital to change. In the other side the privet
competition enterprise has less and easiest.

Interviewer: You're aware that your position in the competition is threatened?

Interviewee: We are well aware of the importance of positioning in the environment. And we realize that there are
some things that need to be fixed, and things that must be built and developed, besides even if it’s hard to deal with the
highly centralized we must find solutions. This institution relies heavily on experience in dealing with any situation it
faces.

Interviewer: What do you consider as strengths of the EPTP?

Interviewee: The fact that EPTP is a public enterprise, means that it has a responsibility and a commitment towards
the society, the EPTP don’t aim to make profits, but to create value unlike its competitors. Due its scale and diversity,
it's hard to face or marginalize it in the sector.

The EPTP has a long experience in project completion, so it is more experienced than competitors. And the culture
we set up is (competition — work).

Interviewer: what about its weaknesses?

Interviewee: it’s true that the centralized constraints inhibit the competitiveness of the enterprise. There is also the
inability of the human resource to use the technology event; several techniques have been adoption to control the
progress of project completion and were eventually abandoned because of the inability of the human resource to use
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them. The employee's mentality is difficult. That's why I use all the surveillance methods myself to make sure the work
goes as planned.

Interviewer: Is the information considered as a strategic resource by the EPTP?

Interviewee: yes, the primary factor of the activity is the information, so it’s undoubtedly a strategic resource. We
noticed that within recent years the value of the information has increased more than in the previous era. We have
project cells and Cells to control the exploitation of gear that provide several information about Work process.

Interviewer: At some point did the EPTP asked for the government intervention to give preference to public
enterprises?

Interviewee: The government has vague laws, and that causes a lot of difficulties. We suggest that administrative
and field procedures be prepared in advance. And it must be rationalized management practices.

Interviewer: What about vigilance? are there any accreditation for the vigilance systems instead an
Information Unit?

Interviewee: Several studies Show up the importance of this concept in achieving competitive gain. We understand
that vigilance principally is the ability to gather and provide decision makers with data and information. The several
cells in the EPTP organizational structure has an important role in providing several information when projects are
released.

Interviewer: Don't you think that the accreditation of an independent vigilance function within the EPTP is
inevitable?

Interviewee: of course, we are trying to adopt the latest methods and techniques now. The management control
system we began to implement this year is the best proof, the human resource has Modest capacity in dealing with the
newest approaches, they are afraid of making mistakes.

Interviewer: We can see that the efforts of the general director and the accompanying teams focus on internal
control.

Interviewee: As a general director, I'm in charge of public finances. | have to be administratively competent, In
addition to the accompanying team as well. And the workers have no self-censorship. On the other side of the EPTP
has a responsibility to the international community. And that's the challenge, we must have the ability to deal with it,
and without forgetting that there is also a challenge of another sort is to the mindset of the people here.

Interviewer: When did the EPTP achieve its best results? Is there any factor you consider as an inflection
point?

Interviewee: The fierce competition was a great motivation to reactivate and improve the competitiveness of the
EPTP. Besides there have always been impressive results from the cheerleading policy, You'll start losing when your
employees start to lose trust, the culture we set up is (competition - work).

4. Results & Discussion
Based on the theoretical structure and the interview above, key findings emerge:

4.1. From the theoretical structure

v' The term “Vigilance” can be used as a leading idea and as a promising theory.

v" Vigilance is an uninterrupted process to ensure the survival of the enterprises by managing information and
decision-support. In order to enhance and develop the enterprises and stay remained fully briefed on the changes in the
sector.

v" Vigilance has three facets: Passive vigilance, Semi-Active vigilance and Active vigilance reverse the relation
between the enterprise and its environment.

The vigilance is a competitive tool.

Achieving a competitive position consider also as a competitive advantage for the organization.
Vigilance has multiples roles towards the enterprise competitiveness.

Vigilant enterprises better at developing the foresight systems than their competitors.

AN
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4.2. From the interview

The competition in the public works field has been increased.

The EPTP suffering from unfair competition.

The EPTP aims to build-up a competitive structure to enable its competitive position.

The EPTP is aware about its informative weaknesses.

The EPTP has several human resources problems, such as resistance to change.

There are a lot of internal issues facing the EPTP.

The shift from inquiry to vigilance is inevitable.

The EPTP effort focuses on the process of work since the workers are not self-censored

The interview above found that there is a positive effect between the EPTP competitiveness and the vigilance

AN N N N N SRNRN

5. Assumptions

@ The results demonstrate several evidences for our hypotheses, some of the interesting facts revealed by
highlight the missing tool in the EPTP process.

O  We showed that the effective vigilance and vigilance system related several basics; as: the awareness of the
information important, the ability to monitoring and scanning the environment, the ability to support all the process of
decision making.

O Basic findings in theoretical side consistent that improve the enterprise competitiveness can be achieved by
aware some mechanisms about vigilance behavior to reached the competitive level we desire. Our study describes seven
of those vigilance behavior findings three facets of vigilance: Passive vigilance, Semi-Active vigilance and Active
vigilance the previous compilation explores several levels: from the less competitiveness to the normal competitiveness
and could reach to the more than normal competitiveness level.

O  This study confirmed some findings about the EPTP competitiveness. The interview shown that the EPTP has
a defensive vigilance; the facet vigilance which aims to identify existing threats to the functioning of the enterprise.
Which mean that the EPTP only reacts towards the environments. And most likely that it monitoring and scanning
system is above average; there is no innovation on it process. That coasts the EPTP several. so it would be clear that
enterprise competitiveness is towards a normal level in the current time. But it seems that present will change soon! The
study highlight three points will show a revolution and the EPTP, are: a) the awareness about the weakness is the first
step to success, and the EPTP has an objective view about it. b) the awareness about small details in the environments
could solve the difficulties it suffer from, like the importance of the term “information strategic management”. c) the
awareness about the (changes-challenges) steps.

6. Conclusion

As a public enterprise in given uncertainty environment, surviving, discounts the competition and became
competitive enterprise includes being a vigilant enterprise as well. The above discussion has shown that the previous
goals could be reached by aware the meaning and the aims of vigilance behavior, and the vigilant enterprise is the one
which can highly control its environment. In fact the study highlights some difficulties the public enterprise suffers
from; some are those classic difficulties like the highly centralized problems and the sluggishness decision-make...etc.
and the main conclusion that can be drawn is that towards Improving the enterprise competitiveness go through three
competitiveness levels; are: a) the less competitiveness; b) the normal competitiveness; and c) the more than normal
competitiveness, the improved levels we desires are beyond the third one.

Our study provides additional information about vigilance behavior, and argued through facets and forms seen as
the competitive tools to achieve the goal.

To our knowledge, this is the first arguing in the vigilance behavior and the enterprise competitiveness that way. As
we argued elsewhere, the cognitive structure we build-up and the Interview we did provide several evidences to test the
hypothesis we propose, and the results considered promising aspect.

Importantly, the findings suggest that subject we study still have a long way.
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1. Introduction

Throughout the literature in the classic and strategic management. Authors argue that one of the major roles to success
is the executive to build a stable vision to future, the ability to the conquer competitors, and to build up a indestructible
grasp towards the environment. The most adopted studies of the vigilance in this field are however focused on the classic
distributions, even consider its types as: Environmental Vigilance, Technological Vigilance, Competitive Vigilance,
Marketing Vigilance, vigilance...etc. that’s little disappointed, because there is a promising aspect about “vigilance
behavior” should be used to referre that the competitiveness improvement will achieve by a vigilant enterprise. Besides,
the research on competitiveness has long tradition. So, it’s clearly that the subject will provide several scenarios, the fact
that the more complex the environment, the more competition fierce, the more environment uncertainty, the hardest
information control will. And only the vigilant enterprises will survive in this conditions let alone improve the
competitiveness under it.

A new approach is therefore needed for present the relation between “vigilant” and “competitive”. So, our study aims
to highlight the basic to introduce that approach, identify the meaning behind “vigilance behavior” and its effects on the
enterprise competitiveness.

1.1. The problematic

In the way to find out our aim, the main practical problem that confronts us is:
How could effective vigilance create a competitive enterprise?

And that leads to myriad problems such as:

S  What’s the effective vigilance?

2  How could the vigilance improve the competitiveness?

S When we could admit that the EPTP is a vigilant enterprise?
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1.2. The hypotheses

We can add the following assumptions as pre-answers;

O If the enterprise has the ability to control its informative environment, providing efficient information to
decision-support in the right time, than the enterprise has an effective vigilance system;

@  The acquaintance with the vigilance behavior would be a useful approach for determining and provide several
scenarios to describe the levels of competitiveness;

O Being a competitive enterprise can also considerate “being a vigilant enterprise”, so the competitive vigilant
enterprise should have an effective vigilance system to monitoring and scanning its environment better than the
competitors, therefore the vigilance process must be uninterrupted, and being more than normal competitive mean that
the enterprise vigilance is both offensive and defensive;

1.3. Methodology and Tools

This study was organized to build an approach that combines effective vigilance and competitiveness by highlighting
what termed "vigilance behavior".

The descriptive analytical approach was based on identifying basic concepts, terms of vigilance and levels of
competitiveness. In addition, an interview was conducted at the Public Enterprise for Public Works (EPTP) in order to
strengthen our vision with evidences from the field.

2. Literature Review
2.1. Previous Studies

Several studies suggest that the “vigilance” even in it narrowly concept as “scanning” is a competitive tool that
allows to anticipate and superior to competitors. Maybe there is no study have shown a competition between a public
and privet sector and take a “vigilance” as a competitive tool to win the race, but there is a basic said “there is no
superiority in competition”.

Even his primary attention is espionage and intelligence business, Green show an interest to the information issues
in the organization in his research “Business Intelligence and espionage”, and even building up the concept of
widespread awareness (Greene, 1966). As like Greene, Aguilar studies were a strengthener of the idea of the
environmental scanning, he positionate his own approach in the top management in the companies in his papers
“Scanning the business environment” (Aguilar, 1967). After that, Igor Ansoff study “Managing Strategic Surprise
by Response to Weak Signals” was well documented. It is also well acknowledged that what could be an increasingly
issues strategic planning systems (Ansoff , 1975). The Millennium studies shown an impartiality towards the subject,
we can see how the researches of Choo entitled by “The Art of Scanning the Environment”, give a perception about
the important to understand and expect the external forces of changes and challenges, so that a forgone conclusion to
develop an effective responses that secure and improve the organization by suggest to implant the true conception of
the “Art Of Scanning” (Choo, 1999). And then, there is Humbert and Nicolas Lesca the main authors in this chosen
field. In his doctoral thesis, Nicolas Lesca give an understanding process of building the meaning of information, provide
a visualization of the early warning signs and The construction of a theoretical framework for the meaning of the theory
of decision-making, cognitive psychology and social psychology (Lesca, 2002). Humbert Lesca also in his book “Veille
stratégique: La méthode LESCAnning” emphasized the important of the vigilance and offers a complete and original
way to create a strategic collective surveillance and intelligence apparatus, and create the “LESCanning”; the
particularly forward-looking method; monitoring the weak signal to exploit the information to build up a create a
collective meaning, Collective intelligence and group learning (Lesca H. , 2003). The Lesca duo in their article entitled
by “Les signaux faibles et la veille anticipative pour les décideurs -Méthodes et applications-” They even examines
the concept of weak signal, and provides concrete analysis of it. The authors cites several French institutions that
represent realistic examples of what they are pursuing, addresses the understanding of proactive surveillance, proposes
methodology and tools for research and creation of meaning, as well as interpreting weak signals (Lesca & Lesca, 2011).
And there is one study we should add, ”Determinants of organizational vigilance: Leadership, foresight, and
adaptation in three sectors” Schoemaker and Day give us a flexible approach to incorporating uncertainty in their
strategy processes and clear accountability and coordination for sharing information and acting on weak signals
(Schoemaker & Day, 2020).
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As far as we know, no previous research has investigated a subject as the current study. The term “vigilance
behavior” was rarely shown in the literature, let alone the combination with “competitiveness”.

2.2. Vigilance, theoretical background

Since the end of the second worldwide war, the Anglo-Saxons have been using the term “business intelligence”,
“competitive intelligence” and “Environmental scanning”. And by saying “intelligence” they mean inquiring,
information, and even reforming information in order to conduct espionage for military objectives (Corine, 2000, p. 07_
08). Indeed, the research in that part of business world has been deal with the previous content-up as a focus scanning
studies in the enterprises environment (Harriet, 2014). While the survey of Francophone studies and research on the
subject resulted that more used terms was “intelligence” according to the economic intelligence approach, and the term
“vigilance” (Corine, 2000, p. 08_09). After that, in the mid-1990s the authors starts using the term “intelligence” instead
of “vigilance”, the next format explains corine's point of view.

Figure 1: Evolution of the concepts “vigilance” and “scanning” by The Anglo-Saxon and Francophone
Source: inspire from Corine, 2000, p. 46.

The Japanese government has relied on vigilance to win the competition, and considered intelligence and monitoring
as a collective resource. While the great companies start to apply the “vigilance” in the end of 19™ century, except for
France, where it appeared in the late 1980s; the concern that has given to vigilance in that time by USA and France in
order to counter external threats, especially from Japan (Brouard, 2004, p. 29). Subsequently, the vigilance approach
has been evolved by H.Lesca monographs to the topic. He develops the concept through his researches, and offering a
dynamic definition to vigilance.

We note that there is a close link between the periods of vigilance throughout its history and the direction of the
enterprise at that time.

For decades, one of the most popular ideas alongside “competition” was “vigilance”.
2.2.1. The definition

Among the definitions agreed by specialists and scholars about the topic, are:

O Vigilance is a comprehensive and intelligent monitoring of the enterprises environment by searching for real
and future information (Harmel, 2017, p. 23).

O Vigilance has also been known in the media process by which the enterprise (or a part of it) pursues and absorbs
information with the pre-advantage of changes in its social and economic environment, to add job creation and reducing
risks associated with uncertainty, and act quickly and in a timely manner, among the information mentioned the weak
signals (Janissek-Muniz, Freitas, & Lesca, 2006, p. 20).
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O Vigilance seen as an observation, analysis of the environment and then the good dissemination of selected
information and its treatment for decision-making use (Jakobiak, 2001, p. 65).

In addition of being considered a structured management method, the concept of vigilance has been rise
progressively from a simple work-done of gathering and analysis data and information by planning function, to an
integrated information system by reliable provision for decision-making. Additionally, the association of the vigilant
process with decision-making refers to an authentic concept which is “Environmental Intelligence (EI)” Proposed by H.
Simon (Kamoun-chouk, 2009, p. 06).

2.2.2. The importance of the vigilance

Despites being a competitive tool, the vigilance importance can be described as the ability of build-up a stable vision
to conquer the competitors. And from the short review above (Harmel, 2017) (Lesca N. , 2002) (Lesca H. , 2003) (Choo,
1999) (Harriet, 2014), we can easily highlight the importance role of vigilance; instance:

% Vigilance reflects the rational estimation of the managers, and the great significance towards the future, and
that allow the decision-makers to expect the destiny demanding situations and challenges that the enterprises will face.
% Vigilance puts the enterprise in the confrontation, in order to: aware its weakness and strength, access the
opportunities and options, increasing the ability of the enterprise and the speed of reaction to changes.
Vigilance increasing the capability of the enterprise and therefore the speed of reaction to changes.
Vigilance improves the enterprises innovative ability.
Vigilance gives an in-depth view of markets and competition.
Vigilance increase synergy within the group.
Get a range of experience, knowledge and expertise.
Vigilance helps issues to be addressed easily.

EEEEEE

2.2.3. Towards an effective Vigilance ... vigilance behavior

This field of study often referred as a several well-known axes as: Environmental Vigilance, Competitive Vigilance,
Technological Vigilance, Social vigilance, Legal vigilance and others similar types. But the present study aims to
highlights other types of vigilance that Bulinge propose; the following table.

Table 1: typological vigilance

Vigilance
Attitude Passive Semi-Active Active
Gathering and Collecting and .
. . . - Search for critical
Activity selecting used selecting appropriate information
information information
Domains N Unrestr‘icted
(Competitive, technological, legal...)
Periodicity Permanent Periodical Punctual
Actors All Observers Specialists

Source: inspired from Smida & Ben Romdhane , 2004, p05.

The previous table illustrates some interesting facts about vigilance. Most early studies as well as current work focus
when study vigilance and its types on: Environmental Vigilance, Competitive Vigilance, Technological Vigilance and
beyond. While Bulinge studies was pertaining to a new typological vigilance; strongly suggests that there's specific
characteristics provides other facets of vigilance is: Passive (Negative) vigilance, Semi-Active vigilance and Active
vigilance (Smida & Ben Romdhane, 2004, p. 04_05). In regard to describe the newest facets of vigilance by attitude
and Bulinge explain that:

% Passive (Negative) vigilance: It's a defensive (protective) vigilance. Interested in gathering pre-existing and
used data, without any preliminary search for data. It is permanent and does not rule out any sort of vigilance. All
employees in the enterprise are concerned with the process of vigilance, and depend on all information sources, and the
protective vigilance aims to identify existing threats to the functioning of the enterprise.
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% Semi-Active vigilance: Interested in gathering only information of relevance to the enterprise, whether from
secondary or primary sources. Specific individuals (detectors) conduct active vigilance functions, based on advanced
studies for all kinds of vigilance, semi-active vigilance coincides with the exploration of new opportunities.

%  Active vigilance: it’s in offensive vigilance. Interested in discovering dangerous and critical information, and
useful in certain topics. Assigns the task of vigilance to experts. Linked to discover future opportunities, or transforming
future threats into opportunities and seeking to take advantage of it.

In fact, since the authors have rarely studies vigilance behavior, the facets bellow may be more successful when it
comes to decisive competitiveness, we can ask why? Therefore, the existing scenarios are more feasible and include all
the terminology relating to vigilance as alert and intelligence. And this ensures the search strengthened.

Obviously, the solutions we are searching for to improve the competitiveness of companies and resolving
competition; are those small details that most authors ignore. Simple but meaningful terms, approaches, tools, and
definitions; such as vigilance behavior.

2.3. Competitiveness and Vigilance

In business there is no classification in competition, either in build-up or improve the enterprises competitiveness,
as well as the competition between public and private sectors.

2.3.1. Why Competitiveness?

There is a multi-faceted, multidimensional notion of competitiveness. And many distinct qualitative concepts of
competition. As we know, speaking about competitiveness evokes another terms as competitive status, competitive
advantage and competition; which described as “the interaction of people who aim to obtain the advantages that others
want at the same time and under the same conditions” (Grzebyk & Krynski, 2011, p. 108).

2.3.2. Defining competitiveness

Although, there are substantial differences of opinion in academic studies about the enterprise competitiveness.
Several studies have emphasized that basic issue is the different view over the subject of competitiveness. Authors
suggest that the competitiveness is “The ability of a nation or enterprise to create greater wealth on the global market
than its competitors” (The World Competitiveness Report, 1994, p. 18).

Traditionally, the enterprise competitiveness defined as a “complex feature characterizing its ability to compete
successfully in the field and obtain benefits relative to competitors, besides several strategic concepts”.

Figure 2: competitiveness and strategic approach
Source: By the authors.

In light, speaking about competitiveness evokes other concepts observe a strategic approach; from the competitive
position which define as “a multidimensional category, a determined by a combination of factors” (Grzebyk & Krynski,
2011, p. 114). And that was relevant to competitive advantage, which Ansoff was the first who sought as “the
independent characteristics or properties of individuals, which provide the enterprise a strong competitive position”.
Then, Porter claims that the competitive advantage is the heart of the enterprise”; and by saying the enterprise has a
competitive advantage; that mean it’s able to create several values and benefits than the marginal competitors (Peteraf
& Barney, 2003, p. 314). This leads to build-up a decisiveness ability to create and develop successful competitive
strategic.
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2.3.3. Another types of competitiveness?

According to (Stankiewicz, 2005, p. 44); the most effective method to assess the level of competitiveness of the
enterprise is to compare the actual results with the expected ones the authors propose three types of competitiveness
may be differentiated depend on the results of the comparison; are:

% Less than normal competitiveness: when the results are less than what was expected; that clearly mean that
the enterprise has been marginalized in its environment, in fact that would related to: The faint positioning of the
enterprise in its environment, Inability to prospect the opportunities, subjecting to threats, and it’s clear that enterprise
is unable to control its resources, including its information resources.

%  Normal competitiveness: when the results are equal to what was expected; mean that the enterprises goods,
or services are as the expectation, or the enterprise has been Achieve the projects as was planned.

% More than normal competitiveness: when the results are better than expectation. The reasons have been
shown in a large number of existing studies; as: The effectiveness and the influence of the enterprise in its environment,
an effective information systems, prospect opportunities, avoid threats, the effective vigilance systems.

2.3.4. What does vigilance mean to competitiveness?

According to what we noticed before about the “Vigilance being a tool for competition”, the amount of information on
this topic (Ansoff , 1975) (Aguilar, 1967) (Choo, 1999)(Grzebyk & Krynski, 2011) (Harriet, 2014) (Lesca & Lesca,
2011) (Schoemaker & Day, 2020) can clearly inference that:

% Based on ansoff's studies, the Vigilance plays an important role in improving the competitiveness of enterprises.
Because, having an efficient and effective vigilant system mean that the enterprise the enterprise has influence over its
environment.

% Develop the anticipation factors in the enterprise than the competitors.

& Develop a leadership approach and the ability to monitor and guide situations in favor of the enterprise.

% Build up the technical and cognitional systems to improve the methods to deal with weak signals.

% Reducing uncertainty in the environment; which negatively affecting the decision-making process.

% Build a efficient control system, due the ability to provide multidimensional information about the environment,
the enterprise, humans resource, the level of competitiveness, the competitors... etc.

2.3.5. Vigilance role to improve enterprises competitiveness

Actually, since the evidence was not validated yet, we can only propose a several axes we have concluded its
effectiveness in linking vigilance and competitiveness through previous studies and literatures; for instance:

% Activating the policy of excellence in competitiveness by showing the importance of competitive information.

% The role of vigilance in building defensive and offensive strategies to enhance the competitive position of the
organization, thereby improving its competitiveness.

% Providing radar to detect weak signals, and prospect opportunities in environment.

% Create an effective base of information about the competitors; its strength, weakness, their informative cycle.

% Improving the mechanism for resolving regulatory problems.

%  Openness to behavioral knowledge.

3. The Vigilance and the Competitiveness reality in the Public Enterprise for Public Works

The Public Enterprise for Public Works abbreviated under EPTP for its French reference “Entreprise Publique des
Travaux Publics”. One of the basic enterprises in the field of public works and infrastructure completion in the country.
Due its important and financials gain; in this sector, competition is increasing among the EPTP and the privet similar
enterprises.

3.1. Defining the EPTP

In 10th November 1979, the Public Enterprise for Public Works was founded under the resolution 216/79. In 6th
1989 the EPTP moved toward independence during the efforts of the government to restructure the public sector. In
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1997, the EPTP have become a subsidiary of General Public Holding Companies for Achievement. After the last one
was liquidated in 2002, the EPTP became a subsidiary of the Public Works Contribution Management Company.

The EPTP is located in the industrial zone, Kenadsa Road.

The EPTP legal form is stock company (SPA), with capital of 702000000 DZD.

3.2. The interview

Using an interview for certain articles and research projects can be an effective primary source.

3.2.1. Build-up the questions

It turns out through our study that the topic has never been studied in the EPTP. Therefore, when building up the
questions there was no experience we might use. So we relied on the theoretical side that we had previously built. By
use the broad and open-ended questions, the subject could be expressed extensively (Giorgi, 1997, p. 245).

3.2.2. The interview script
The interviewee for this study is the General Director of the EPTP of Bechar.

Duration: 1h 30min
Date: 30/12/2020 at 8:30 a.m.

Interviewer: What is the EPTP?

Interviewee: the EPTP is a public enterprise; its legal entity is SPA with an estimated capital 702000000 DZD. The
EPTP has a mission to do towards the community as Transportation infrastructure works, Construction and maintenance
of roads, pavements, roads, Construction and maintenance of highways, Auxiliary works for public works and beyond.

Interviewer: What is the EPTP work scope?

Interviewee: due its important, the EPTP has a basic role to play in the local development of the state. Along with
the necessity imposed by the current phase, The EPTP seeks to build a competitive efficient structure that will enable it
to strengthen its position in the society, as you can see the competition in that field has been increasingly grown.

Interviewer: What do you see is hindering the EPTP from achieving its goal?
Interviewee: is the ”Unfair competition”.

Interviewer: What do you mean?

Interviewee: The competition has negatively affected the EPTP, the comparison is going to be difficult. Since it is
a real entity, EPTP carries a high costs, whereas private enterprises can only be on paper. Most public enterprises are
highly centralized, and the EPTP is not an exception. Besides the relatively old methods and practices in management
doesn’t help at all, the EPTP have a very complex organizational structure; and that leads to a range of problems like
the difficulties of slowing down decision-making. The resistance of human capital to change. In the other side the privet
competition enterprise has less and easiest.

Interviewer: You're aware that your position in the competition is threatened?

Interviewee: We are well aware of the importance of positioning in the environment. And we realize that there are
some things that need to be fixed, and things that must be built and developed, besides even if it’s hard to deal with the
highly centralized we must find solutions. This institution relies heavily on experience in dealing with any situation it
faces.

Interviewer: What do you consider as strengths of the EPTP?

Interviewee: The fact that EPTP is a public enterprise, means that it has a responsibility and a commitment towards
the society, the EPTP don’t aim to make profits, but to create value unlike its competitors. Due its scale and diversity,
it's hard to face or marginalize it in the sector.

The EPTP has a long experience in project completion, so it is more experienced than competitors. And the culture
we set up is (competition — work).

Interviewer: what about its weaknesses?

Interviewee: it’s true that the centralized constraints inhibit the competitiveness of the enterprise. There is also the
inability of the human resource to use the technology event; several techniques have been adoption to control the
progress of project completion and were eventually abandoned because of the inability of the human resource to use
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them. The employee's mentality is difficult. That's why I use all the surveillance methods myself to make sure the work
goes as planned.

Interviewer: Is the information considered as a strategic resource by the EPTP?

Interviewee: yes, the primary factor of the activity is the information, so it’s undoubtedly a strategic resource. We
noticed that within recent years the value of the information has increased more than in the previous era. We have
project cells and Cells to control the exploitation of gear that provide several information about Work process.

Interviewer: At some point did the EPTP asked for the government intervention to give preference to public
enterprises?

Interviewee: The government has vague laws, and that causes a lot of difficulties. We suggest that administrative
and field procedures be prepared in advance. And it must be rationalized management practices.

Interviewer: What about vigilance? are there any accreditation for the vigilance systems instead an
Information Unit?

Interviewee: Several studies Show up the importance of this concept in achieving competitive gain. We understand
that vigilance principally is the ability to gather and provide decision makers with data and information. The several
cells in the EPTP organizational structure has an important role in providing several information when projects are
released.

Interviewer: Don't you think that the accreditation of an independent vigilance function within the EPTP is
inevitable?

Interviewee: of course, we are trying to adopt the latest methods and techniques now. The management control
system we began to implement this year is the best proof, the human resource has Modest capacity in dealing with the
newest approaches, they are afraid of making mistakes.

Interviewer: We can see that the efforts of the general director and the accompanying teams focus on internal
control.

Interviewee: As a general director, I'm in charge of public finances. | have to be administratively competent, In
addition to the accompanying team as well. And the workers have no self-censorship. On the other side of the EPTP
has a responsibility to the international community. And that's the challenge, we must have the ability to deal with it,
and without forgetting that there is also a challenge of another sort is to the mindset of the people here.

Interviewer: When did the EPTP achieve its best results? Is there any factor you consider as an inflection
point?

Interviewee: The fierce competition was a great motivation to reactivate and improve the competitiveness of the
EPTP. Besides there have always been impressive results from the cheerleading policy, You'll start losing when your
employees start to lose trust, the culture we set up is (competition - work).

4. Results & Discussion
Based on the theoretical structure and the interview above, key findings emerge:

4.1. From the theoretical structure

v' The term “Vigilance” can be used as a leading idea and as a promising theory.

v" Vigilance is an uninterrupted process to ensure the survival of the enterprises by managing information and
decision-support. In order to enhance and develop the enterprises and stay remained fully briefed on the changes in the
sector.

v" Vigilance has three facets: Passive vigilance, Semi-Active vigilance and Active vigilance reverse the relation
between the enterprise and its environment.

The vigilance is a competitive tool.

Achieving a competitive position consider also as a competitive advantage for the organization.
Vigilance has multiples roles towards the enterprise competitiveness.

Vigilant enterprises better at developing the foresight systems than their competitors.

AN
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4.2. From the interview

The competition in the public works field has been increased.

The EPTP suffering from unfair competition.

The EPTP aims to build-up a competitive structure to enable its competitive position.

The EPTP is aware about its informative weaknesses.

The EPTP has several human resources problems, such as resistance to change.

There are a lot of internal issues facing the EPTP.

The shift from inquiry to vigilance is inevitable.

The EPTP effort focuses on the process of work since the workers are not self-censored

The interview above found that there is a positive effect between the EPTP competitiveness and the vigilance

AN N N N N SRNRN

5. Assumptions

@ The results demonstrate several evidences for our hypotheses, some of the interesting facts revealed by
highlight the missing tool in the EPTP process.

O  We showed that the effective vigilance and vigilance system related several basics; as: the awareness of the
information important, the ability to monitoring and scanning the environment, the ability to support all the process of
decision making.

O Basic findings in theoretical side consistent that improve the enterprise competitiveness can be achieved by
aware some mechanisms about vigilance behavior to reached the competitive level we desire. Our study describes seven
of those vigilance behavior findings three facets of vigilance: Passive vigilance, Semi-Active vigilance and Active
vigilance the previous compilation explores several levels: from the less competitiveness to the normal competitiveness
and could reach to the more than normal competitiveness level.

O  This study confirmed some findings about the EPTP competitiveness. The interview shown that the EPTP has
a defensive vigilance; the facet vigilance which aims to identify existing threats to the functioning of the enterprise.
Which mean that the EPTP only reacts towards the environments. And most likely that it monitoring and scanning
system is above average; there is no innovation on it process. That coasts the EPTP several. so it would be clear that
enterprise competitiveness is towards a normal level in the current time. But it seems that present will change soon! The
study highlight three points will show a revolution and the EPTP, are: a) the awareness about the weakness is the first
step to success, and the EPTP has an objective view about it. b) the awareness about small details in the environments
could solve the difficulties it suffer from, like the importance of the term “information strategic management”. c) the
awareness about the (changes-challenges) steps.

6. Conclusion

As a public enterprise in given uncertainty environment, surviving, discounts the competition and became
competitive enterprise includes being a vigilant enterprise as well. The above discussion has shown that the previous
goals could be reached by aware the meaning and the aims of vigilance behavior, and the vigilant enterprise is the one
which can highly control its environment. In fact the study highlights some difficulties the public enterprise suffers
from; some are those classic difficulties like the highly centralized problems and the sluggishness decision-make...etc.
and the main conclusion that can be drawn is that towards Improving the enterprise competitiveness go through three
competitiveness levels; are: a) the less competitiveness; b) the normal competitiveness; and c) the more than normal
competitiveness, the improved levels we desires are beyond the third one.

Our study provides additional information about vigilance behavior, and argued through facets and forms seen as
the competitive tools to achieve the goal.

To our knowledge, this is the first arguing in the vigilance behavior and the enterprise competitiveness that way. As
we argued elsewhere, the cognitive structure we build-up and the Interview we did provide several evidences to test the
hypothesis we propose, and the results considered promising aspect.

Importantly, the findings suggest that subject we study still have a long way.
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Entrepreneurial thought is the starting point for carrying out actions based on pushing
economic activity towards growth and development. Therefore, it is imperative to show
the spirit of entrepreneurship among the youth, especially university graduates, in order
to revive economic activity and achieve development. Therefore, this study came to take
a sample from the students of the University Center in Tamanrasset as it is a region It
lacks entrepreneurial activity, and the study has led to that there is a need for this thought
among university graduates (according to the studied sample), and it is also necessary
to coordinate with the various ensej-supporting bodies in order to support the
entrepreneurial spirit and stimulate and develop thought in the service of local
development.
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