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Editorial 

 

Special Issue on Business Ethics, Corporate Social Responsibility, 

Finance and Investment, and Management 

 

This special issue of International Journal of Business & Applied Sciences includes six 

papers focusing on culture and business ethics, corporate social responsibility, 

finance, investment, sports management, and higher education administration. 

The first four articles focus on the interaction of business ethics with culture, 

financial development, investment, and corporate social responsibility. The last 

two articles focus on sports management and education administration. 

In the first article, entitled “The Influence of Culture on Managers’ Attitudes towards 

Business Ethics: Implications for Management Development,” John Okpara, Jet Mboga, 

and Elaine Lau used a sample of 414 managers in Nigeria to examine the influence 

of culture on managers’ attitudes towards business ethics. Results from their study 

show that culture has a significant influence on attitudes towards business ethics. 

The results can help organizations in Nigeria to develop effective culturally based 

ethical codes of conduct as well as to design and manage targeted ethical policies 

and programs that will actively motivate, stimulate, support, encourage, and 

promote outstanding ethical organizations. The main contribution of this paper is 

its demonstration that culture influences managers’ attitudes towards business 

ethics, and that cultural orientations have differential effects on different 

components of individuals’ ethical attitudes towards business. In so doing, this 

paper contributes to the stream of research that has identified the dimensions of 

individuals’ ethical reasoning that vary across culture.  

 

The second article, by Charles Amo-Yartey, William G. Brafu-Insaidoob, Edna 

Mensah, and Camara Obeng, entitled “Financing Development in Sub-Saharan 

Africa: The Role of Domestic Revenue Mobilization,” explored the issue of domestic 

revenue mobilization in sub-Saharan African countries. Using data from 30 sub-

Saharan African (SSA) countries, the authors estimated tax potential using the 

stochastic frontier analysis. The results show that the level of revenue collection in 

most countries in SSA is about 30 percent below their potential and the level 

needed to fully finance their development expenditures. The results also show that 

corruption, complexity of the tax system, political instability, limited enforcement 

of law and order, and limited democratic accountability are significant in 

explaining the inefficiency in revenue collection. The authors conclude that crucial 

steps to improve revenue mobilization need to include streamlining tax 

exemptions, expanding the coverage of income tax, strengthening value added tax 

systems, developing new sources of revenues such as property taxes, and 

strengthening revenue administration. 

Hanh T.M. Pham, Nam H. Vu, and Loan N.T. Pham, in the third article, examined 

the inward foreign direct investment (FDI) spill-over effects on firm productivity 

through both horizontal and vertical backward and vertical forward linkages with 
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FDI firms in different economic regions in Vietnam. The authors used a dataset 

compiled by the GSO during the period 2001–2010 to examine the horizontal, 

forward, and backward linkages of FDI spill-overs and their heterogeneity by 

economic regions. The dynamic panel data approach (GMM) was used to control 

for firms’ unobserved heterogeneity, inputs, and ownership endogeneity, as well 

as measurement errors. Results of their research show that inward FDI presents 

significant spill-over effects on the productivity of firms geographically located in 

more advanced regions that are characterized by high levels of production output, 

capital-labor ratio, FDI intensity, and availability of abundant educated workers. 

An important implication for the study is that there is a need for region and 

industry-specific support policies and counter-measures that would ameliorate 

the divergence between FDI-poor regions and industries in Vietnam. 

The fourth article, by Samuel Idowu, Yemane Woldel-Rufael, and Eyob Mulat-

Weldemeskel, investigated how and what corporate social responsibilities are 

reported by corporations in selected African countries. Using data from 115 

companies in twelve African countries—Nigeria, Ghana, Egypt, Tanzania, Kenya, 

Uganda, Malawi, Zambia, Zimbabwe, Botswana, Namibia and South Africa—the 

paper answered questions such as: What do corporate entities operating in African 

countries disclose in their CSR reports? The authors concluded that SR reporting 

in many African countries is still in the developmental state compare to Europe 

and North America. CSR is generally construed in many African nations as 

philanthropy, and is perceived by African corporate leaders as charitable 

donations to good causes. The ethical, environmental, and legal perspectives of 

CSR are yet to be incorporated into corporate strategies by some indigenous 

African companies. Stakeholders in many African countries are still unsure of their 

rights in relation to the roles of corporations in these countries.  

Nnamdi Madichie, in the fifth article, explored the activities of Leonid Slutsky, the 

CSKA Moscow manager and Manager of the Russian National Football Team. The 

study is based on a general review of managerial activities and football team 

performance at both the club and national levels. The study is based on personal 

observations and a review of the secondary data sources. It highlighted the impact 

of football managers and coaches on team performance drawing upon case 

illustrations from some renowned managers such as Ronald Koeman 

(Southampton Football Club UK), Claudio Ranieri/ Nigel Pearson (Leicester 

Football Club, UK), and Christopher Patrick (former coach of Fulham, Coventry 

and now the Welsh National Football Team) to support the contention of the 

“unresolved question” of managerial sacks and team performance. The study is 

the first to investigate managerial resilience from the Baltic context. It also 

provides a pioneering effort in exploring and celebrating management practices of 

football managers who are described as unacknowledged managers with 

implications drawn from the activities of Sir Alex Ferguson at Manchester United. 

 

In the sixth and final article, Denelle Mohammed, Amy Cummings, Cheryl 

Boglarsky, Patrick Blessinger, Michael Hamlet, and Rana Zeine investigated 



8 

 

employee involvement, empowerment, distribution of influence and total 

influence and their impact on organizational effectiveness. The authors analyzed 

these four measures via online survey of 52 higher education faculty and 

administrators from institutions in more than 16 countries using the Human 

Synergistics International Organizational Effectiveness Inventory survey. Results 

show that the four measures were less desirable than established benchmarks. 

Employee involvement and distribution of influence were also less desirable than 

the Historical Average, a benchmark derived from 50th percentiles. Total 

Influence was undesirable for males and private-not-for-profits, but desirable and 

approached the Constructive Benchmark for females, administrators and for-

profits. The authors recommended that they should be increasing employee 

involvement, particularly in not-for-profits; increasing distribution of influence, 

particularly in women and not-for-profits; and increasing empowerment. 
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Culture and attitudes towards business ethics:  
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John O. Okpara 
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Bloomsburg University of Pennsylvania 

 

 

Jet Mboga 

Zeigler College of Business 

Department of Management & international Business 

Bloomsburg University of Pennsylvania 

 

 

Elaine Lau 
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Department of Management & international Business 

Bloomsburg University of Pennsylvania 

 

Abstract 

The purpose of this study is to examine the relationship between national culture and 

business ethics in Nigeria. Several studies have been conducted on culture and business 

ethics. However, very few of these have been conducted on the influence of culture on 

managers’ attitudes towards business ethics in Nigeria. Data for this research was collected 

from 414 managers in Nigeria. Two instruments were used to measure the influence of 

culture and attitudes towards business ethics of managers. Results show that culture has 

a significant influence on managers’ attitudes towards business ethics. The results can help 

firms in developing effective culturally based ethical codes of conduct as well as to design 

and manage targeted ethical policies and programs that will actively motivate, stimulate, 

support, encourage, and promote an outstanding ethical organizations in Nigeria. As a 

ground-breaking study on this topic in Nigeria, the findings provide managers and 

scholars with an understanding of how cultural dimensions can influence managers’ 

attitudes towards business ethics. The insights gained from this study will contribute to 

the future research development on culture and attitude of managers toward business 

ethics in Nigeria and other sub-Saharan Africa countries. 

Keywords: Nigeria, attitudes, business ethics, national culture, values, rules, self-

interest 
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Introduction 

Unethical business practices involving the best corporations in the world such as 

Arthur Andersen, Enron, WorldCom, Adelphia, and Lehman Brothers have 

necessitated the need to examine the ethical behavior of managers around the 

world more closely than ever. The expansion of international business has also led 

to an increase in other ethical issues faced by managers due to cultural differences 

among nations. Researchers have identified national culture as a significant 

determinant of ethical attitudes of business managers (Sarwar, Azhar, Tashfeen, 

Khalid, and Mahmood, 2019; Pham, Nguyen, and Favia, 2015; Fredi, Diana, Chris, 

and Casey, 2014; Lu, Rose, and Blodgett, 1999; Christie, Kwon, and Raymond, 

2003; Sims, 2006; Phau and Kea, 2007; Nejati, Amran, and Shahbudin, 2011). 

Prominent scholars in international business such as Hofstede (1997) and 

Trompenaars (1994) have shown that cultural differences exist among nations and 

that such differences include perceptions of power, ability to cope with 

uncertainty, regard for material goods, openness to change, and group orientation. 

These differences in beliefs may in turn affect ethical attitudes and decisions of 

managers. With regard to this, Smith and Hume (2005) stated that an 

understanding of cultural differences among nations will enhance the 

understanding of global ethics. 

 

Several studies have examined the influence of attitude towards business ethics 

(Sarwar, Azhar, Tashfeen, Khalid, and Mahmood, 2019; Pham, Nguyen, and Favia, 

2015; Fredi, Diana, Chris, and Casey, 2014; Robertson and Fadil, 1999; Thorne and 

Saunders, 2002; Smith and Hume, 2005). However, these studies have been 

predominantly conducted in other areas of the world. Our review of the literature 

shows that very few studies have examined the influence of culture on managers’ 

attitudes toward business ethics in Nigeria. Thus, there is a knowledge gap in the 

literature in our understanding of this very important subject with regard to 

Nigeria specifically. This study is an attempt to bridge that gap. The purpose of 

this study is to examine the influence of culture on managers’ attitudes towards 

business ethics in Nigeria. Given that corporate wrongdoings and unethical 

practices have negative consequences for corporate stakeholders, we argue that an 

understanding of the relationship between culture and ethical attitudes of 

managers in Nigeria is a critical first step in developing and managing socially 

responsible and ethical organizations. 

 

Conceptual framework 

The conceptual framework for this study is based on several studies on culture 

and ethics (Hofstede (1980, 2001; Kelley, Whatley, and Worthley, 1987; Izraeli, 

1988; Small, 1992; Moore and Radloff, 1996; Weaver, 2001; Jackson, 2001; Christie, 

Kwon, Stoeberl, and Baumhart, 2003; Smith and Hume, 2005). Business ethics has 

been defined in a variety of ways, however, this paper will adopt the definition 

offered by Christie et al., (2003) in their cross-cultural study of ethical attitudes of 

business managers in India, Korea, and the United States. 

Christie et al., (2003) defined business ethics as an application of general moral 

principles to actual practical problems in the area of business which include 
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behaviors such as dishonesty and corruption to determine what is considered to 

be applicable behaviors that are acceptable with the society’s general moral 

principles. Culture, on the other hand, has been described as one of the important 

factors that influence business ethical decision making. Culture influences ethical 

decision making both directly and indirectly by interacting with other variables. 

Researchers such as Bartels (1967) have argued that cultural differences between 

nations often lead to different expectations and can be expressed in the different 

ethical principles of different nations.  

 

In his groundbreaking study, Hofstede (1980) identified four areas to assess and 

compare national culture. The four dimensions include individualism versus 

collectivism, power distance, uncertainty avoidance, and masculinity versus 

feminity (Hofstede, 1980). Following his research in Asia, he added the fifth 

dimension, which he labeled long-term versus short-term orientations. In this 

paper, we used the four original dimensions (individualism versus collectivism, 

power distance, uncertainty avoidance, and masculinity versus feminity). 

Hofstede’s (1980, 2001) typology of cultural dimensions form the basis of our 

conceptual framework for this research. Hofstede’s (1980, 2001) typology has been 

constantly validated over time in several studies relating to culture (Sondergaard, 

1994).  

 

The conceptual framework shows the relationship between culture and ethical 

attitudes based on the studies of Bartels (1967), Hofstede (1980), Weaver (2001), 

Smith and Hume (2005) and Bert and Dam (2007). These prior studies have mostly 

relied upon Hofstede’s (1980) research and subsequent validation of the 

Hofstede’s (1980) ground-breaking work (Desai and Rittenburg, 1997; Ferrell and 

Gresham, 1985; Hunt and Vitell, 1992; Vitell et al., 1993). Based on Hofstede’s 

(1980, 1991, 2001) research, we predict that cultural dimensions (power distance, 

individualism/collectivism, masculinity/feminity, and uncertainty avoidance) will 

have a significant impact on Nigerian managers’ attitudes towards business ethics. 

Figure 1, shows the link between Hofstede’s cultural dimensions and attitude 

towards ethics variables. 
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Figure1. A conceptual framework of the link between culture and ethical behavior 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Literature review and hypotheses  

Business Ethics 

Ethics is described as the code of moral principles and values that direct the 

behavior of an individual or a group in terms of what is right or wrong (Hellriegel, 

Jackson, Slocum, Staude, Amos, Klopper, Louw, and Oosthuizen, 2008). Business 

ethics is defined as an application of those general moral principles to actual 

practical problems in the area of business, such as behaviors like dishonesty and 

corruption, to determine what is considered to be applicable behaviors that are 

acceptable within society’s general moral principles (Christie et al., 2003). Business 

ethics principles fall into three categories: code and compliance, destiny and 

values, and social outreach. When working globally, ethics principles also include 

respecting differences between co-workers, honest communication in the 

workplace, and trust (Gerasimova, 2016). According to Smit, Cronje, Brevis, and 

Vrba, (2007), ethics affects both individuals and business organizations. At the 

individual level, ethical questions arise when people face issues involving 

individual responsibility, such as being honest, accepting a bribe or using 

organizational resources for personal purposes (Smit et al., 2007). At the business 

level, ethics relates to the principles of conduct within organizations that guide 

decision making and behavior Smit et al., (2007).  
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Hofstede’s cultural dimensions  

Power distance 

Power distance is the degree to which less powerful people in a society accept 

inequality in power and consider it normal (Hofstede, 1980). Nigeria scored high 

on this dimension (score of 80) which means Nigeria is a high power distance 

country. In a high power distance country, people accept unequal distribution of 

power as a normal. Organizations in high power distance countries tend to reflect 

the characteristics of high power distance dimensions in terms of acceptance of 

inequalities. For example, employees in high power distance countries are 

expected to be told what to do by their superiors. Employees are also expected to 

follow their superiors’ orders without questioning them. In a high power distance 

culture, questioning of authorities by subordinates is discouraged (Weaver, 2001). 

Supervisors generally expect loyalty and submission by subordinates, even when 

questionable actions are being considered (Patel et al., 2002). Thus, when pressure 

is exerted on a subordinate to overlook, or help to cover a supervisor’s 

questionable acts, cultural beliefs related to power distance dimension can 

substantially influence the response of the subordinate (Cohen et al., 1993). In his 

research on the effect of national culture on managers’ attitudes towards business 

ethics, Okpara (2014) found that culture has a significant influence on the ethical 

attitudes of managers. Based on the preceding discussions, we expect that business 

managers in Nigeria (a high power distance country) will follow their superiors’ 

orders to commit amoral acts and disobey rules when asked to do so by their 

superiors because they are unlikely to challenge them. Thus, we propose the 

following: 

 

Hypothesis 1: There will be a negative relationship between high power distance 

and amoral values. 

Hypothesis 2: There will be a negative relationship between high power distance 

and rule. 

Hypothesis 3. There will be a negative relationship between high power distance 

and self-interest. 

 

Hypothesis 4. There will be a negative relationship between high power distance 

and personal attributes. 

 

Individualism/collectivism dimension 

Individualism and collectivism together form one of Hofstede’s (1980) cultural 

dimensions. Individualism is a term used to describe a society in which the bonds 

between people tend to be loose; everyone is expected to look after himself or 

herself and his or her immediate family only. On the other hand, collectivism is 

term used in describing a society in which people are integrated into strong 

cohesive in-groups, which protect them in exchange for loyalty (Hofstede, 1991, 

2012). People in individualistic cultures are characterized by success and 

achievements in their job or in private wealth, while collectivistic cultures place a 

great deal of emphasis on groups and think more in terms of “we” (Hofstede, 
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1991). In collectivist cultures, harmony and loyalty within a company is very 

important and should always be maintained, and confrontation avoided 

(Hofstede, 1980, 1991). According to Hofstede (1991), people always use 

expressions or phrases to discuss a disagreement or negative statement instead of 

saying no. Open disagreement or saying no tends to destroy team spirit. In this 

type of culture, the relationship between employer and employee or business 

partners is based on trust and harmony and a deep understanding of moral values. 

According to Hofstede’s (1980) research, Nigeria scored 30 in the 

individualism/collectivism scale; this makes Nigeria a collectivist society. This 

tends to be in line with the country’s cultural dispositions. Nigerians tend to have 

long-term commitment to the family, loyalty to the family and community, respect 

for leaders, elders, and custom. In collectivist cultures like Nigeria, loyalty and 

respect are vital and over-rides most other societal rules and regulations 

(Hofstede, 1997). We expect that in countries with a high score on the collectivist 

dimension, firms tend to follow the company’s ethical codes of conduct. Based on 

the theoretical expectations associated with the collectivism dimension, one can 

argue that managers in Nigeria—a high collectivism country—will tend to be 

ethical in their business practices, therefore, we hypothesize that: 

 

Hypothesis 5: There will be a positive relationship between collectivism and 

amoral values. 

Hypothesis 6: There will be a positive relationship between collectivism and rule. 

Hypothesis 7: There will be a positive relationship between collectivism and self-

interest. 

Hypothesis 8: There will be a positive relationship between collectivism and 

personal attributes. 

 

Masculinity/femininity 

Another dimension in which cultures vary is masculinity versus femininity. 

Cultures that place high value on feminine traits stress quality of life, personal 

relationships, and concern for the feeble are identified as feminine cultures 

(Hofstede, 1980). Societies that are characterized as masculine encourage men to 

be ambitious, competitive and to strive for material success. A high score 

(masculine) on this dimension indicates that the society will be driven by 

competition, achievement and success. Success is usually defined as being the 

winner or best in one’s field. This value system starts early in life, beginning in 

kindergarten, and continues throughout to adulthood (Hofstede, 1991, 1997). A 

low score on this dimension (feminine), on the other hand, means that the 

dominant values in society include caring for others and quality of life. A feminine 

society is one where quality of life is the sign of success and standing out from the 

crowd is not admirable. Nigeria scores 60 on this dimension and is thus regarded 

as a masculine society. In a masculine society, managers are expected to be 

decisive and assertive; the emphasis is on equity, competition, and performance. 

Therefore, we expect that employees in Nigeria will be more assertive, paying little 

attention with regard to their firms’ ethical policies. Based on the theoretical 

expectations associated with the masculinity dimension, one may surmise that 
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business managers in Nigeria may not consider unethical practices—such as firing 

older employees, dishonesty in advertising, damage to the environment, and 

marketing products that are injurious to health—to be unethical as long as rules 

are followed. Therefore, we posit that: 

Hypothesis 9: There will be a negative relationship between masculinity and 

amoral values. 

Hypothesis 10: There will be a negative relationship between masculinity and rule. 

Hypothesis 11: There will be a negative relationship between masculinity and self-

interest. 

Hypothesis 12: There will be a negative relationship between masculinity and 

personal attributes. 

 

Uncertainty avoidance 

Uncertainty avoidance is defined as “the extent to which the members of a culture 

feel threatened by uncertain and unknown situations” (Hofstede, 1997, p. 113). It 

relates to a society’s tolerance for uncertainty and ambiguity (Hofstede, 2012). It 

shows the extent to which a culture programs its members to feel either 

uncomfortable or comfortable in unstructured situations. Unstructured situations 

are unknown, unexpected, and different from typical. Uncertainty avoiding 

cultures try to minimize the possibility of such situations by enacting and 

enforcing strict laws and rules, safety and security measures, and on the 

philosophical and religious level by a belief in absolute truth (Hofstede, 2012). The 

extent to which the members of a culture feel threatened by ambiguous or 

unknown situations and have created beliefs and institutions that try to avoid 

these is reflected in the UAI score. Nigeria scores 55 on this dimension and thus 

has a preference for avoiding uncertainty (Hofstede, 1980). Countries such as 

Nigeria, which exhibit high uncertainty avoidance, maintain rigid codes of belief 

and behavior and are intolerant of unconventional behavior and ideas. In these 

cultures, there is a need for rules and regulations (even if the rules never seem to 

work). In these cultures, people use the term “time is money,” possess an inner 

urge to be busy and work hard, value precision and punctuality as the norm, resist 

innovation, and deem security to be an important element in individual 

motivation. Thus, we expect a positive association between high uncertainty 

avoidance and high ethical values, because firms in countries that feel relatively 

more threatened by uncertain and unknown situations will want to have the 

systems in place to deal with such situations, which will, in turn, result in more 

attention being paid to codes of conduct and ethical policies. One may conclude 

that business managers in Nigeria may focus more on developing and following 

rules and codes of ethics, leading us to propose that: 

Hypothesis 13: There will be a positive relationship between uncertainty 

avoidance and amoral values. 

Hypothesis 14: There will be a positive relationship between uncertainty high 

avoidance and rule. 

Hypothesis 15: There will be a positive relationship between uncertainty high 

avoidance and self-interest. 
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Hypothesis 16: There will be a positive relationship between high uncertainty 

avoidance and personal attributes. 

 

 

Method 

Since the objective of this study is exploratory in nature, the sample was not 

limited to one particular industry. This is necessary to allow a broader 

understanding of results and identification of basic prototypes. In order to obtain 

an adequate sample size for statistical analysis and to provide a basis for broad 

interpretation of the results, we used a multi-industry sample (see table 1). 

 

Sample 

Our sample was selected from firms listed in the Manufacturers Association of 

Nigeria 

(MAN) Directory. The sample selection involves a three-step process. First, we 

used a simple random sample technique to select 600 firms from among those 

listed in the MAN directory. Second, we contacted the selected firms to request 

their participation in the research, and those firms that agreed to take part in the 

study formed the research sample. Finally, a stratified sampling method was used 

to select the participants, and to ensure that different groups of the population 

were adequately represented so that the level of accuracy in estimating the 

parameters was increased (Babbie, 1990, p. 94; Nachmias and Nachmias, 2014). We 

stratified our sample according to the industry represented, management position 

held, and location. 

 

The firms surveyed are located in the cities of Aba, Abuja, Kano, Lagos, and Port 

Harcourt. The justification for limiting the study to firms located in the listed four 

cities was made because these cities are the major industrial areas spread across 

the main geopolitical regions in the country; Lagos in the southwest, Abuja and 

Kano in the north, Aba, and Port-Harcourt in the southeast. The cities were also 

selected because it was easy to manage the logistics associated with conducting a 

nationwide research in Nigeria and to overcome the challenges posed in the poorly 

developed communications systems. To avoid delays due to the unpredictable 

communication systems in Nigeria, a drop-off and pick-up method was used 

(Okpara, 2014). This method ensured reliable distribution and collection 

procedures, which were efficient and controlled by the researcher. Ten research 

assistants and four field supervisors were charged with the responsibility of 

distribution and collection of the survey questionnaires. Each of the research 

assistants was given a packet containing the instruments, which were then 

delivered to a contact person in each of the firms surveyed. The packet contained 

a personally addressed cover letter explaining the purpose and scope of the 

research. The letter assured participants that their personal information would be 

kept strictly confidential and the personal data collected would be destroyed upon 

publication of the paper. The contact people were requested to distribute the 

questionnaires to the selected managers and to attach a large envelope (provided) 

to a central and secured place in the firm. Respondents were asked to 
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(anonymously) complete the instrument and deposit it into the large envelope. 

The contact person was asked to seal the envelope and have it ready to be collected 

in two weeks. Each contact person was again contacted by telephone within four 

days of the return deadline, as a reminder that someone would be coming to pick 

up the envelope. Six hundred questionnaires were distributed and a total of 414 

usable questionnaires were received, providing a response rate of 69 percent. Of 

the 414 responses, 276 (67 percent) were from males, 138 (33 percent) were from 

females. A total of 312 (75 percent) responses were from top management while 97 

(25 percent) were from middle management. The average age of the respondents 

is 38 years old. Forty-seven percent of those surveyed had Bachelor’s degrees, 47 

percent had Master’s degrees, and 2 percent had doctoral degrees, indicating that 

this is an educated sample. 

 

Measures 

We used the cultural value scale (CVS) of Yoo et al. (2011) to measure Hofstede’s 

cultural dimensions. The CVS contains 26 questions which allow us to compute 

scores on five dimensions of national value systems. There are five content 

questions scored on a five-point scale. The second instrument we used was the 

attitudes towards ethical behavior questionnaire (ATBEQ) developed by Preble 

and Reichel (1988). This instrument is used to measure attitudes toward business 

ethics. This instrument consists of 30 questions scored on a five-point Likert scale. 

The ATBEQ is scored on a five-point scale ranging from 1 strongly disagree to 5 

strongly agree. Reliability of the instrument ranged from a Cronbach’s alpha of 

0.77 to 0.807 (Kum-Lung, 2010). 

 

Validation of research instrument 

The instruments were submitted to a panel of ten experts for validation. The 

experts were asked to review the items in each of the instruments and determine 

if these items were within the linguistic competencies and understanding of 

Nigerian managers. Experts were also asked to determine whether the 

instruments were good measures of the variables identified in the study. The 

experts unanimously recommended the use of the instruments for the study. 

We pre-tested the instrument on a small sample (n = 35) randomly selected from 

the larger sample. The correlation of random split-halves for internal consistency 

for the questionnaire ranged from 0.60 to 0.70, the step-up formula ranged from 

0.70 to 0.80. 
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Results 

 

Table 1. Sample characteristics 

 

 

Demographic characteristic  Frequency   Percent 

 

 

Age 

20–40               100   24   

41–52               186    45 

51–62               80   19 

Over 62              48   12 

Gender 

Male               276    67    

Female             138    33   

Experience 

0–1 year              74                18 

2–3 years             150   36 

4–5 years              100    24 

Over 5 years             90   22 

Education 

Doctoral degree             8                  2 

Master’s degree             180                 44 

Bachelor’s degree            195                   47 

Other              31                    7 

Sector  

Transportation             55                  13 

Food Processing              51                12 

Banking/Finance              55                 13 

Manufacturing              62               15 

Construction              51               12 

Mining              33                 8 

Power              36                   10 

Petroleum             55                                                13 

Hotel & Hospitality         16                                  4 

Position 

Supervisors             120                  30 

Middle management       135      33 

Top management             150                  36 

 

 

 

 

The means, standard deviations and correlations of the study variables are 

presented in Table 2. All the correlations are in the expected directions, indicating 
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support for the hypothesized relationships. Table 2 shows that there is a negative 

relationship between high power distance and moral values (r = -56, p<0.01), rule 

(r = -54, p< 0.01), self-interests (r = -55, p< 0.01), and personal attributes (r = -51, 

p<0.01). These correlations support hypotheses one through five (H1- H4). The 

results shown in Table 2 also indicate that there is a positive relationship between 

collectivism and amoral values (r = 0.55, p <0.01), collectivism and rules (r = 0.53, 

p< 0.01), collectivism and self-interests (r = 0.53, p <0.01), and collectivism and 

personal attributes (r = 0.50, p<0.01). These results lend support to H5-H8.  The 

results also show that there is a positive relationship between masculinity and 

amoral values (r = -0.56, p<0.01), masculinity and rules (r = -0.54, p<0.01), 

masculinity and self-interests (r = -0.52, p< 0.01), and masculinity and personal 

attributes (r = -0.50, p < 0.01), supporting H9-H12. Further results show that there 

is a positive relationship between uncertainty avoidance and moral values (r = 

0.50, p<0.01), uncertainty avoidance and rules (r = 0.51, p<0.01), uncertainty 

avoidance and self-interest (r = 0.52, p<0.01), and uncertainty avoidance and 

personal attributes (r = 0.49, p<0.01). There is also a positive association between 

short-term orientation and moral values (r = 0.50, p <0.01), short-term orientation 

and rules (r = 0.55, p <0.01), short-term orientation and self-interest (r = 0.49, p 

<0.01), and short-term orientation and personal attributes (r = 0.50, p <0.01), which 

supports hypotheses (H13-H16). 

 

Table 2. Means, standard deviations, and correlations of variables 

 

 

Variables             Mean    SD      1          2             3             4       5               6         7          8 

   

 

1. Collectivism     3.55   0.88    1.00 

 

2. Masculinity      3.53   0.85    0.48 **   1.00 

 

3. Power D.           3.44   0.83   0.43 **   0.22 **   1.00 

 

4. Uncertainty      3.33   0.82    0.41 **   0.24 **   0.35 **   1.00 

 

5. Moral values   3.24   0.81    0.54 **   -0.55 **  - 0.57 **   0.50 **   0.50 **   1.00 

 

6. Self-interests   3.22   0.83    0.52 **   -0.52 **  - 0.55 **   0.52 **   0.45 ** 0.56 *   1.00 

 

7. Rules              3.35   0.77    0.53 **   -0.54 **   -0.54 **   0.51 **   0.47 * 0.58 * 0.45 * 1.00 

 

8. Attributes 2.37   0.79    0.50 **   -0.52 **   -0.51 **  0.49 **  0.44*  0.55* 0.38* 0.47*1.00 

 

 

Note: Significant at:  *p < 0.05 and **p < 0.01 
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Regression analysis 

In addition to the correlation analysis, we also performed several regression 

analyses to assess the effects of cultural dimensions on ethical values. Table III 

shows the results of our regression analyses which predict managers’ ethical value 

using Hofstede’s cultural dimensions. First, with regard to power distance, we 

hypothesized that high power distance would be negatively correlated to amoral 

values, rules, self-interests, and personal attributes. To test these predictions, we 

regressed high power distance on the ethical attitude variables. All ethical 

variables such as moral values (β = -0.52, p<0.00), rules (β = -0.50, p<0.01), self-

interests (β = -0.48, p<0.03), and personal attributes (β = -0.53, p<0.00), were 

negatively correlated to high power distance, see Table II. These findings also 

support hypotheses H1- H4. Second, regarding collectivism, we postulated that all 

four ethical attitude variables would be positively associated with high 

collectivism. Results show that high collectivism was a significant predictor of 

moral values (β = 0.55, p<0.00), rules (β = 0.54, p<0.000), self-interests (β = 0.57, 

p<0.002), and personal attributes (β = 0.56, p<0.001), thus supporting the prediction 

of hypotheses H5-H8. Third, we predicted that all four ethical variables would be 

negatively associated with high masculinity.  

 

 High masculinity was negatively and significantly related to moral values (β = -

0.50, p<0.000), rules (β = -0.52, p<0.000), self-interests (β = -0.54, p<0.001), and 

personal attributes (β = -0.51, p<0.000). Fourth, with regard to uncertainty 

avoidance, we predicted that all four ethical variables would be positively 

associated with high uncertainty avoidance.  Results indicate that high uncertainty 

avoidance was significantly related to moral values (β = 0.49, p<0.000), rules (β = 

0.50, p<0.000), self-interests (β = 0.47, p<0.000), and personal attributes (β = 0.50, 

p<0.000). Finally, regarding short-term orientation, we hypothesized that short-

term orientation would be positively associated with all four ethical variables. The 

data in Table II show that moral values (β = 0.47, p<0.001), rules (β = 0.45, p<0.004), 

self-interests (β = 0.44, p<0.000), and personal attributes (β = 0.42, p<0.000) were 

positively correlated to short-term orientation; thus, these results support our 

specified hypotheses indicating that there is a significant association between 

culture and attitudes towards business ethics. 
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Table 3. Regression results of the study variables 

 

Predictors   R2       ∆R2                   β              p-value 

 

 

Power distance   

Step1 

Moral values 

 

0.44 

 

0.26 **  

 

-0.52 **  

 

0.000 ***  

Rules 0.41 0.31 **  -0.50 **  0.001 ***  

Self-interests 0.40 0.30 ** -0.48 **  0.003 ***  

Personal attributes 0.42 0.32 **  -0.53 **  0.000 ***  

     

 

Masculinity 

 

 

0.44 

 

 

0.34 **            

  

Step 3 

Moral values 

0.43 0.33 **  -0.50 **   

0.000 ***  

Rules 0.45 0.36 **  -0.52 **  0.000 ***  

Self-interests 0.45 0.31 **  -0.54 **  0.001 ***  

Personal attributes   -0.51 **  0.000 ***  

 

Uncertainty avoidance  

 

0.43 

 

0.31 **  

  

Step 4 

Moral values 

0.40 0.29 **   

0.49 **  

 

0.000 ***  

Rules 0.41 0.32 **  0.50 **  0.000 ***  

Self-interests 0.39 0.27 **  0.47 **  0.000 ***  

Personal attributes 

 

  0.51 **  0.001 ***  

 

Note: Significant at: *p < 0.05 and **p < 0.01 
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Table 4: Summary of research findings 

 

Hypotheses Findings 

H1:    High power distance has a negative association with 

moral values 

Supported  

H2:     High power distance has a negative association with 

rules 

Supported 

H3:     High power distance has a negative association with 

self-interest 

Supported 

H4:     High power distance has a negative association with 

personal attributes 

Supported 

H5:     Collectivism is positively related to moral values Supported 

H6:     Collectivism is positively related to rules Supported 

H7:     Collectivism is  positively related to self-interest Supported 

H8:    Collectivism is positively related to personal 

attributes 

Supported 

H9:    Masculinity will have a negative relationship with 

moral values 

Supported 

H10:  Masculinity will have a negative relationship with 

rules 

Supported 

H11:  Masculinity will have a negative relationship with 

self-interest 

Supported 

H12:  Uncertainty avoidance has positive relationship with 

moral values 

Partially 

supported 

H13:  Uncertainty avoidance has positive relationship with 

rules 

Partially 

supported 

H14:  Uncertainty avoidance is positively related to rules Partially 

supported 

H15:  Uncertainty avoidance is positively related to self-

interest 

Partially 

supported 

H16:  Uncertainty avoidance is positively related to 

personal attributes 

Partially 

supported 

 

Discussion  

The purpose of this study is to examine the relationship between national culture 

and attitudes towards business ethics in Nigeria. As predicted, the results show 

that there is a negative relationship between high power distance and amoral 

values, rules, self-interests and personal attributes, see Table 4. The results are 

consistent with the theoretical expectations of Hofstede’s dimension of a high 

power distance culture. The reason for this support stems from the fact that 

Nigerian organizations tend to be hierarchical, thus reflecting power distance 

between managers and subordinates. In general, in most firms, subordinates are 

expected to be told what to do, and do not always question the decision of their 

superiors. It is therefore logical to expect that most managers would not question 

unethical decisions of their superiors and might engage in an unethical act if asked 
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to do so by their superiors. It is also reasonable to expect that they will tend to 

imitate any unethical decisions of their superiors by taking cues from their 

supervisors. The ethical or unethical decisions of managers will largely depend on 

the decisions of their superiors (Vitell et al., 1993). Results also show that 

collectivism is related to the ethical values of managers, again confirming our 

hypotheses. These results demonstrate that Nigeria is a collectivist culture as 

predicted, and individuals are aware that offences committed by them will lead to 

shame and loss of face not only to them but to their family and their community. 

It is therefore reasonable to expect that managers will be inclined to follow the 

ethical guidelines of their firms in order to not bring shame to their family and the 

community. 

 

With regard to masculinity and ethical values, our results suggest that Nigeria is 

a masculine society, confirming Hofstede’s (1980) study. These findings are not 

surprising to those who are familiar with the Nigerian business environment; 

Nigerians are ambitious, competitive, and achievement oriented. These are 

masculine characteristic according to Hofstede (1980). The majority of our 

respondents, 87 percent, indicated that business practices associated with the 

masculinity dimensions include actions such as corruption and unethical business 

practices like dishonesty in advertising and withholding workers’ wages. Our 

findings also show that there is a relationship between uncertainty avoidance and 

amoral values, as predicted. These findings are also consistent with the theoretical 

arguments of the concept of uncertainty avoidance and mirror the Nigerian 

culture. Nigerians exhibit high uncertainty avoidance characteristics such as 

maintaining rigid codes of belief and behavior, intolerance of unconventional 

behavior and ideas from employees and an unwillingness to take risks. This is in 

line with the theoretical expectations of a high uncertainty avoidance country. 

  

 

Implications for management development  

A number of implications for management development exist based on the results 

of this study. First, our results suggest that ethical beliefs and behavior depend on 

the culture. Thus, an understanding of Nigerian culture and its influence on ethics 

may help managers to understand how to deal with subordinates’ work attitudes 

and behavior. It may also help them in developing and implementing 

communication and control systems that would enhance organizational ethical 

performance. An understanding of the impact of culture on ethics could also be 

helpful to organizations that are in the process of developing corporate codes of 

ethics and/or reviewing staffing and training practices as they relate to ethical 

issues. To develop effective and comprehensive global ethical codes of conduct, 

multinational corporations should go beyond the boundaries of any single culture. 

Such trans-cultural codes of ethics would include cultural beliefs, values, and 

traditions of the local subsidiaries. To be successful, trans-cultural codes of 

conduct that could be applied globally should include the participation of the host 

countries. In other words, the key management team responsible for the 

development of the global code of conduct will need participants from their global 
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subsidiaries. Also, when considering the cultural embeddedness of ethical 

behavior, it is important to establish a process which would enable multinational 

organizations to put into place management training and development 

mechanisms that would be most appropriate in different cultures where they have 

operations. 

 

Studies have shown that people will tend to adapt when put in cross-cultural 

settings apart from their culturally normal beliefs (Adler and Graham, 1989). This 

means the way in which multinational organizations are designed and operated 

can have significant influence on how cultural unfamiliar ethical guidelines are 

received by host country employees. If the ethical guidelines are perceived as 

coming from a different culture, it may receive unfavorable response, and can 

easily influence behavior, as opposed to if it is perceived as originating from a local 

culture. Therefore, if a company intends to introduce culturally foreign forms of 

ethics initiatives at one or more of its subsidiaries, it may be better if those 

initiatives are stated as foreign (for example, this is how it is done in America, 

Europe or Asia) than if they are perceived as half-hearted efforts to manage ethics 

in a host nation. It would seem to be logical that employee training should 

encourage and train employees to use their own judgment in deciding ethical and 

moral issues, because that is more likely to result in “legal” corporate behavior 

than if the employee follows company rules. 

 

Limitations and directions for future research 

This research represents a preliminary investigation in a Nigerian environment. 

While the findings raise important issues about the impact of cultural and ethical 

behavior, there are a number of limitations that should be noted. First, the 

generalizability of the results may be limited because the sample is not 

representative of the entire business sector in Nigeria; the results cannot therefore 

be generally applied to businesses that were not part of this study. Second, the 

design of this study was cross-sectional. A broader geographic sampling to include 

larger urban areas would better reflect the national profile. Future research should 

involve collecting data on a longitudinal basis in order to help draw causal 

inferences and validate the findings of this research. Third, social-desirability bias 

may be a factor that has tainted responses in this study. However, every effort was 

made to reassure respondents that their responses would be kept strictly 

anonymous. Finally, the instruments used for this study need to be subjected to 

more statistical tests in order to establish a more robust validity and reliability. In 

spite of these limitations, our results have important implications for 

organizational change. 

 

Conclusions and contributions 

This study examined the relationship between cultural dimensions of 

individualism, power distance, masculinity, and uncertainty avoidance, and the 

ethical attitudes of managers. The major conclusions of the study are that there is 

an association between cultural and attitudes towards business ethics among the 

managers surveyed in this study. Thus, there is a strong association between 
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cultural dimensions of high power distance, collectivism, masculinity, high 

uncertainty avoidance, and ethical attitudes of business managers in Nigeria. The 

main contribution of this paper is that cultural orientations have different effects 

on different components of individuals’ ethical attitudes. In so doing, this paper 

contributes to the stream of research that has identified the dimensions of 

individuals’ ethical reasoning that vary across culture (Sarwar, Azhar, Tashfeen, 

Khalid, and Mahmood, 2019; Pham, Nguyen, and Favia, 2015; Fredi, Diana, Chris, 

and Casey, 2014; Okpara, 2014; Vitell et al., 1993; Jackson and Artola, 1997; Izraeli, 

1988). Another important contribution of this paper is that it shows how cultural 

systems influence different components of individuals’ ethical reasoning beyond 

those identified in prior research. Overall, the results of this study have added 

value to the limited list of empirical studies that have focused on the influence of 

culture on managers’ attitudes towards business ethics in Nigeria. 
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Abstract 

Financing development in sub-Saharan Africa requires the implementation of policies to 

boost domestic revenue mobilization. This paper tackles the issue of domestic revenue 

mobilization from the lens of revenue potential. The empirical analysis uses a panel data of 

30 sub-Saharan African (SSA) countries to estimate tax potential using the stochastic 

frontier analysis. The results show that the level of revenue collection in most countries in 

SSA is about 30 percent below their potential and the level needed to fully finance their 

development expenditures. The results show that corruption, complexity of the tax system, 

political instability, limited enforcement of law and order, limited democratic 

accountability are significant in explaining inefficiency in revenue collection. The paper 

concludes that crucial steps to improve revenue mobilization needs to include streamlining 

tax exemptions, expanding the coverage of income tax, strengthening value added tax 

systems, developing new sources of revenues such as property taxes, and strengthening 

revenue administration. 

Keywords: tax revenue potential, stochastic frontier analysis, Sub-Saharan Africa 

Introduction 

The achievement of the Sustainable Development Goals (SDGs) requires that 

African countries step up their efforts at domestic resource mobilization. In line 

with this, several countries in Sub Saharan Africa have demonstrated commitment 

to setting nationally defined targets for domestic tax revenues as an important 

national sustainable development strategy. Several initiatives have been made by 

national governments in the sub region to improve tax revenue collection by 

modernizing their tax administration systems, reforming their tax policies, and 

enhancing efficiency in tax collection (United Nations Economic Community for 

Africa, 2016).  
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Revenue mobilization in SSA has improved significantly over the last decade but 

still lags behind other region. For the median sub-Saharan African country, 

revenues excluding grants increased from 14 percent of GDP in the mid-1990s to 

18 percent in 2016 while tax revenues increased from 11 to 15 percent during the 

same period (IMF, 2018). Despite this progress, tax collection is still very low and 

significantly below other regions. The median revenue to GDP ratio among all 

emerging market and developing countries is 23 percent, 5 percentage points 

higher than for sub-Saharan Africa. Within the region itself, revenue mobilization 

efforts differ considerably ranging from as low as 6.8 percent in Guinea-Bissau to 

as high as 39.2 percent in Lesotho. For middle income countries in Sub Saharan 

Africa, average tax collection stood at 20 percent. The low tax to GDP ratio in the 

region reflects the existence of constraining factors which could form an integral 

part of the tax collection system itself and which may manifest itself in the form of 

low tax capacity or inadequate exploitation of the true tax potentials of countries.  

For African countries to step up policy initiatives aimed at strengthening domestic 

revenues mobilization and to reduce the overreliance on foreign aid, it is 

important that they become sufficiently informed about their true tax potentials 

and how far they have gone in terms of exploiting their existing tax potentials. 

Many empirical studies on estimating tax potentials and tax effort have been 

identified in the literature. The focus of this study is to use the static approach to 

estimate the tax potential and tax effort of sub-Saharan African countries. The use 

of the stochastic frontier approach enables us to obtain necessary information 

about a country’s true tax potentials, given its peculiar characteristics and to 

determine the extent to which the country has harnessed or exploited its true tax 

potential.  

The results show that the level of revenue collection in most countries in SSA is 

about 30 percent below their potential and the level needed to fully finance their 

development expenditures. The results show that corruption, complexity of the 

tax system, political instability, limited enforcement of law and order, limited 

democratic accountability are significant in explaining inefficiency in revenue 

collection. 

The rest of the paper is organized as follows. The next section reviews the 

theoretical and empirical literature on estimating tax capacity. Section 3 then 

presents the methodology of the paper comprising a discussion of the stochastic 

frontier framework, data needed and sources, and the estimation strategy. Section 

4 presents the results of the paper. Section 5 concludes the paper with a summary 

of the main findings and policy recommendations. 

Review of Related Literature 

Two strands of empirical literature that focused on estimating tax capacity and tax 

effort for cross sections of countries and country specific studies are identified. 

Identified studies that focused on cross section of countries include Botlhole 

(2010), Minh Le et al. (2012) Davoodi and Grigorian (2007), Fenochietto and 
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Pessino (2013), Langford and Ohlenburg (2015), Ndiaye and Korsu (2011) and 

Cyan et al. (2013). Cyan et al. (2013), for instance, employed three different 

methodologies and a panel data of 94 countries for the period 1970- 2009 to 

estimate tax potential and therefore tax effort of the sampled countries. The 

methodologies employed are the traditional regression approach, the stochastic 

frontier approach and the calculation of tax effort indicators and comparing them 

to the expenditure-revenue gap of countries. They obtained comparable results 

from the traditional regression and the stochastic frontier approaches. In addition, 

the use of the stochastic frontier approach allowed the authors to predict and 

investigate technical inefficiency in revenue collection and its determinants. Their 

results showed that corruption, complexity of the tax system, government debt, 

and tax morale were significant in explaining inefficiency in revenue collection.  

The results of the third approach show that for most of the countries the level of 

revenue collection was below their potential and they are below the level needed 

to fully finance their expenditures.    

In another related study, Langford and Ohlenburg (2015) used the stochastic 

frontier technique and a 27-year panel data set of 85 non-resource-rich countries 

to estimate their tax capacities. In this study, the parameters of the stochastic 

frontier and the inefficiency model were estimated simultaneously to avoid bias 

(Wang and Schmidt, 2009 cited in Langford & Ohlenburg, 2015), using maximum 

likelihood. The results show that the average estimated tax effort across countries 

and time was 0.63 with a range from a low of 0.13 to a high of 0.97.  On the 

determinants of tax capacity, industrial structure, education, trade, age 

dependency, inflation and imports were found to be significant but the level of 

GDP per capita was not found to be significant once the level of education was 

included. In the case of tax effort, corruption, law and order and democratic 

accountability were found to be significant determinants. 

Fenochietto and Pessino (2013) also employed the stochastic frontier model to 

estimate the tax effort and tax capacity of 113 countries. The results and the model 

allow a clear determination of which countries are near their tax capacity and 

which are some way from it, and therefore, could increase their tax revenue. The 

authors also found that tax capacity depends on the level of development, trade, 

education, inflation, income distribution, corruption, and the ease of tax collection. 

In their study of tax capacity and tax effort of countries in the Economic 

Community of West African States (ECOWAS), Ndiaye and Korsu (2011) 

estimated stochastic frontier tax functions for direct tax, indirect tax, trade tax and 

total tax (with and without natural resource related tax) for all the ECOWAS 

countries and five non-ECOWAS sub-Saharan African countries over the period 

2000 to 2010. The results of the stochastic frontier tax functions show that literacy 

rate has a positive effect on all the categories of tax considered, financial depth has 

a positive effect on indirect tax and trade tax, agricultural share of GDP has a 

negative effect on direct and indirect tax, and openness of the economies to import 

and GDP per capita have positive effects on trade tax. The results of the tax effort 

estimation show that all the ECOWAS countries are below their tax capacities with 
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differences in magnitude across tax type and countries. The study identified 

indirect tax and trade tax as potential sources from which ECOWAS Countries 

could raise more tax revenues. 

The Stochastic Frontier Analysis (SFA) has also been used to estimate the tax 

capacity and effort of specific countries, among which include Alfirman (2003), 

Garg, et al (2014), and Jha et al (1999).  Using the stochastic frontier regression 

method, Alfirman (2003) estimated the tax potential of two sources of revenue for 

local governments in Indonesia. The data set was a panel of local taxes and 

property tax of the 26 local governments in Indonesia for the period 1996 to 1999. 

The results show that none of the local governments have maximized their tax 

potential. The results further indicated that if all local governments were able to 

utilize all their tax potential, then they would get very substantial additional tax 

revenues of 0.10 percent of GDP for local taxes and 0.20 percent of GDP for 

property tax. The study recommends that local governments should increase their 

revenue collection efficiency by reducing tax evasion, mostly through decreasing 

corruption. It further recommends that the central government should support the 

local governments through the granting of subsidies. 

Garg et al. (2014) measured the tax capacity and tax effort of 14 major Indian states 

from 1992 to 2011 using Stochastic Frontier Analysis. The results showed large 

variation in tax effort index across states, which seems to be increasing over time. 

Econometric analysis suggests that per-capita gross state domestic product has 

positive effect on states' own tax revenue, but the relative size of agriculture sector 

of a state has adverse effect on its own tax revenue. The evidence on tax efficiency 

suggests that while higher inter-governmental transfers, outstanding liabilities 

and expenditure on debt repayment reduced tax efficiency, the enactment of Fiscal 

Responsibility and Budget Management Act and higher political competition 

inside a state, represented by effective number of parties improved the tax 

efficiency. Castañeda and Pardinas (2012) also estimated potential Mexican sub-

national tax revenues using a stochastic frontier model. The results indicated that 

states are exploiting their current tax bases, particularly the payroll tax, 

appropriately. Mexican municipalities, however, have a low rate of tax collection 

compared to their potential, especially in relation to the property tax, which is their 

most important source of revenue and relatively simple to collect. Their result 

further suggests that tax collection efforts are strongly related to GDP per capita, 

and Political affiliation. 

METHODOLOGY  

Definition and Concept 

In the public finance literature, the tax potential or capacity of a country or region 

refers to the most acceptable tax burden that can be borne by the country, taking 

into consideration her peculiar social, economic, demographic and institutional 

characteristics. In other words, the tax burden which is acceptable must not have 

detrimental effect on economic activities in the country. Tax capacity or potential 
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is measured by estimating the stochastic tax frontier which refers to some given 

true estimate of the maximum potential tax for a given set of conditions (Gupta, 

2007; Dalton, 1961). The measure obtained for a given country is usually 

distributed below or above the deterministic frontier tax.  

Tax effort, on the other hand, refers to the proportion of a country’s tax potentials 

that has been utilized by the country. The concept of tax effort is very useful for 

policy choices in relation to statutory rates, tax bases and other tax policy decisions 

as well as the efficiency in collection of taxes (Hoek and Peter, 2008).  

 

The Stochastic Frontier Tax Function  

The paper uses the stochastic frontier tax function to estimate the tax capacity and 

tax efforts of sub-Saharan African countries. The stochastic frontier tax function is 

simply an application of the stochastic frontier production function which was first 

adopted by Aigner, Lovell and Schmidt (1977), and Meeusen and Broeck (1977) 

and used in measuring the technical efficiency. The framework assumes an ideal 

world in which the tax administration of a given country collects tax revenues:  

𝑇𝑖𝑡 = ∱(𝜒𝑡, 𝛽 )                                                                                       

 (1) 

where 𝑇𝑖𝑡 = Total tax revenue collection (Output) 

𝜒𝑡 = Inputs of revenue collection, that is, GDP per capita, share of agriculture in 

GDP, urban population as a share of total population, domestic credit to private 

sector as a percentage of GDP, etc. 

β = Parameters to be estimated. 

The Stochastic frontier method, however, contends that the tax administration 

potentially collects less revenue due to inefficiency as shown in equation 2.  

𝑇𝑡 = ∱(𝜒𝑡, 𝛽)𝜓𝑡              

 (2) 

where 𝜓𝑡 = (0, 1) is the level of inefficiency in its revenue collection. If 𝜓𝑡 = 1, the 

tax administration is collecting the optimal amount of tax revenues, using the 

available inputs 𝜒𝑡 defining the tax bases, and the production function ∱(𝜒𝑡, 𝛽). 

When 𝜓𝑡 < 1, the tax administration is not making the most of the available inputs 

𝜒.  Since tax collection T is assumed to be strictly positive (𝑇𝑡 > 0), the degree of 

technical inefficiency is also assumed to be strictly positive (𝜓𝑡>0) 

Tax revenue collection 𝑇𝑡 is also assumed to be subject to random shocks, implying 

that  
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𝑇𝑡 = ∱(𝜒𝑡, 𝛽 )𝜓𝑡 exp (𝑣𝑡)                                                                                

(3) 

Taking the natural log of equation 3 yields 

ℓ𝑛(𝑇𝑡) = ℓ𝑛[∱(𝜒𝑡, 𝛽)] + ℓ𝑛( 𝜓𝑡) + 𝑣𝑡         

  (4) 

Assuming the function ∱(𝜒𝑡, 𝛽) is linear in logs, that there are k inputs defining 

the country’s tax base, and defining 𝑢𝑡 = −ℓ𝑛(𝜓𝑡) yields: 

ℓ𝑛(𝑇𝑡) = 𝛽0 + ∑ 𝛽𝑖ℓ𝑛(𝜒𝑡)𝑘
𝑗=1  +𝑣𝑡 – 𝑢𝑡      

  (5) 

where 𝑇𝑡 represents a ratio of total revenue to GDP, while 𝜒𝑡 represents a matrix 

of variables affecting the country’s potential revenues.  

We assume that the idiosyncratic error component, 𝑣𝑡, is independently N (0, 𝜎𝑣) 

distributed over the observations. Since 𝜓𝑡 = (0, 1), it implies that ℓ𝑛(𝜓𝑡) ⋨ 0 and, 

therefore, 𝑢𝑡 ≥ 0. In other words, the inefficiency effect 𝑢 lowers the tax collection 

from its potential level. We assume two alternative specifications of the 

inefficiency term, 𝑢𝑡. In the first one, the 𝑢𝑡 is independently half-normally N+(0, 

𝜎𝑢
2) distributed, and in the second one, the 𝑢𝑡 is independently exponentially 

distributed with variance, 𝜎𝑢
2. 

Employing the definition of tax effort as the ratio between actual tax revenue and 

the stochastic frontier tax revenue we can measure inefficiency as follows: 

TE = [ℓn(𝑇𝑡) = βO + ∑kj=1βί ℓn( χt) +𝑣𝑡- 𝑢𝑡]/[ βO + ∑kj=1βί ℓn( χt) +𝑣𝑡  ] = -𝑢𝑡              

(6) 

Where 𝑢𝑡 has a value between zero and one. 

This paper uses a panel dataset of 30 sub-Saharan African countries for the period 

2000 to 2017. The empirical model is expressed as: 

ℓ𝑛(𝑇𝑖𝑡) = 𝛽0 + ∑ 𝛽𝑖ℓ𝑛(𝜒𝑖𝑡)𝑘
𝑗=1  +𝑣𝑖𝑡 – 𝑢𝑖𝑡                                                  

 (7) 

where 𝑇𝑖𝑡 represents a ratio of total tax revenue to GDP, while 𝜒𝑖𝑡 represents a 

matrix of a number of explanatory variables including economic, demographic 

and social characteristics, ℓn denotes natural logarithm.  

Technical inefficiency    

The Stochastic frontier analysis allows us to estimate the level of technical 

inefficiency and its determinants in a country’s revenue collection system. 

Basically, after estimating equation 7, we predict the technical inefficiency term 

𝑢𝑖𝑡, and then estimate the following equation (8) 
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 𝑢𝑖𝑡 = ∑ 𝛿𝑖𝜋𝑖𝑡 + 𝜂𝑖𝑡 + 𝜏𝑖𝑡
𝑘
𝑗=1                                                                           

 (8) 

where 𝜋𝑖𝑡 represents a set of variables that may explain technical inefficiency in 

revenue collection (see below), including control of corruption, political stability, 

share of broad money supply, democratic accountability, enforcement of law and 

order, complexity of the tax system and population growth while 𝜋𝑖 is the time 

effect.  

The data       

The dependent variable is tax revenue as a percentage of GDP. To fully understand 

which type of tax holds the most promise in terms of generating additional 

revenues, tax revenues is further disaggregated into taxes on goods and services, 

income tax (tax on incomes, profits and capital gains) and international trade tax 

in other specifications of the model. The explanatory variables include agriculture 

value added as a percent of GDP, urban population as percent of total population, 

domestic credit to the private sector as a percent of GDP, broad money as percent 

of GDP, total natural resource rent as percent of GDP, exports of goods and 

services a percent of GDP, imports of goods and services a percent of GDP, 

inflation, final consumption expenditure as a percent of GDP, compensation of 

employees as a percent of GDP, gross fixed capital formation as a percent of GDP, 

control of corruption, political stability and absence of violence, law and order, 

democratic accountability (Table 4.1). Annual secondary time series data on all the 

variables was obtained from various sources for the study. The study period is 

from 2000 to 2017.  The main data sources are the IMF’s World Economic Outlook, 

the World Bank’s World Development Indicators and Worldwide Governance 

Indicators, and the Political Risk Services’ International Country Risk Guide. Find 

below details on specific variables for which data and information were collected 

and their respective data sources. 

Control of corruption and political stability are expected to reduce corruption and 

hence reduce technical inefficiency in the tax system. Similarly, democratic 

accountability and the enforcement of law and order are expected to reduce 

technical inefficiency by reducing incentive for tax illegality. Tax systems are 

normally more efficient in countries where there is democratic accountability 

which are associated with better representation of the citizenry and enhanced 

efficiency in the delivery of services (Cyan et al. 2013). Expansion in the monetary 

base is used as proxy for seignorage revenues, which may discourage 

governments from collecting taxes 
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Table 4.0: Variables and data sources 

 

 

Complexity of the tax system is measured by the Herfindahl Index of a country’s 

revenue system. The simpler the tax system, the easier it is for the taxpayers to 

perceive the real cost of government, and it is more likely that the government 

would have smaller expenditures and, therefore, smaller revenues. In other words, 

more complex tax systems lead to larger government, greater expenditures and, 

therefore, greater revenues for their financing, and in turn, higher efficiency in 

revenue collection. We intend using the different types of taxes to compute the 

Herfindahl index.  Higher values of the index are associated with a less complex 

tax system. Population growth rate is associated with higher inefficiency in the tax 

system because it is difficult to administer a rapidly rising population.  

Estimation strategy  

This study uses the Maximum Likelihood estimation technique for the stochastic 

frontier analysis for the very reason that it is unique when the OLS residuals have 

the appropriate skewness. It is a well-known statistical technique used for fitting 

a mathematical model to reflect real world data. The maximum likelihood estimate 

of an unknown parameter can be described as the value of the parameter that 

maximizes the prospects of randomly representing a specific sample of 

observations. The maximization of the likelihood function involves an iterative 

optimization procedure entailing the selection of starting values for the unknown 

parameters and comprehensively upgrading and revising them until the values 
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that maximize the log-likelihood function are identified. A routine solution for the 

stochastic frontier estimates emerges that differs from and is better than OLS 

estimates. The estimation technique for the stochastic frontier provides superior 

estimates of efficiency because it helps to examine changes in technical efficiencies 

over time in addition to underlying tax potential.        

Empirical Results 

Descriptive Statistics 

Table 4.1 presents the descriptive statistics of variables used in the analysis. The 

statistics show that the average tax revenue as percentage of GDP over the period 

2000 to 2017 was 17.7 percent for the selected Sub-Sahara African (SSA) countries. 

The average tax ratio for income tax revenue (6.4 percent) is higher than that for 

goods and services tax revenue (5.3 percent) and trade tax revenue (3.8 percent).  

With respect to the independent variables, Table 4.1 shows that the average real 

GDP per capita for the period between 2000 and 2017 stood at US$ 5,853.7. The 

highest ever recorded GDP per capita for the period studied was US$40,015.8 

which was recorded by Equatorial Guinea in 2008.  

Table 4.1. Descriptive statistics 

 

Variable Obs Mean Std. dev. Min Max

Total tax revenue (% of GDP) 540 17.7 9.2 3.7 53.3

Goods and services tax (% of GDP) 540 5.3 3.0 0.3 16.8

Trade tax revenue (% of GDP) 540 3.8 3.4 -0.3 23.6

Income tax revenue (% of GDP) 521 6.4 6.3 0.5 46.7

Public sector wage bill (% of GDP) 538 6.9 3.5 0.6 19.4

GDP per capita, PPP (constant 2011, international $) 539 5853.7 6884.7 579.1 40015.8

Agriculture (% of GDP) 514 19.9 15.8 0.9 79.0

Natural resource rents (% of GDP) 533 13.0 13.9 0.0 61.9

Domestic credit to private sector ratio (% of GDP) 538 23.6 27.4 0.4 160.1

Imports (% of GDP) 508 48.2 29.1 10.5 236.4

Exports (% of GDP) 508 39.5 21.4 7.8 124.4

Urban population (% of total) 540 43.7 14.5 16.2 87.6

Final consumption expenditure (% of GDP) 500 86.3 24.1 16.7 242.0

Gross fixed capital formation (% of GDP) 501 22.5 12.3 1.1 145.7

Law and order index 378 2.9 0.8 1.0 6.0

Control of corruption index 510 -0.5 0.7 -1.9 1.2

Political stability and absence of violence 510 -0.2 0.8 -4.3 1.3

Democratic accountability index 378 3.4 1.1 0.0 5.9

Broad money (% of GDP) 539 35.2 22.0 5.7 113.5

Herfindahl index 540 0.4 0.1 0.0 0.9
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Agriculture contributes, on average, to about 20 percent of total economic 

activities in the selected countries. The countries in the sample are open to 

international trade, with their average imports and exports accounting for 87.7 

percent of total GDP in addition to the fact that the selected countries are also 

urbanized, with the average rate of urbanization recorded at 44 percent. 

Furthermore, the average Herfindahl index (HHI) of 0.368 suggests that the tax 

system for the selected 30 countries is, on average, fairly simple. 

Determinants of tax revenues 

Tables 4.2 to 4.5 present the estimation results for the tax revenue functions. Table 

4.2 reveals that the estimated coefficient for GDP per capita in the specification 

that assumes half-normal distribution of the inefficiency term has a positive sign 

and is statistically significant at 1 percent level of significance. This result suggests 

that a rise in GDP per capita leads to an increase in tax revenue in SSA countries. 

The findings are comparable to what was obtained in the study by Cyan et al. 

(2013) and Ndiaye and Korsu (2011).    

Similarly, the estimated coefficients of urbanization, domestic credit to private 

sector as percentage of GDP, share of natural resources rents and imports as a 

percent of GDP have positive signs while the estimated coefficients for share of 

agriculture, final consumption and gross fixed capital formation have negative 

signs and are all statistically significant at between 1 percent and 10 percent level 

of significance. The results for urbanization and imports as a percent of GDP are 

similar to the results obtained in the study by Ndiaye and Korsu (2011) and Cyan 

et al. (2013). The results imply that increased rate of urbanization, greater 

extension of domestic credit to the private sector, and higher shares of natural 

resource rents and imports tend to improve the capacity of countries to raise tax 

revenues.    

The next exercise we conduct in this paper is to examine the determinants of the 

different tax types. Table 4.3 presents the detailed estimation results for goods and 

services tax revenues as a percent of GDP. The estimation results point to negative 

effects of agriculture value added and inflation on goods and services tax revenues 

but positive effects of GDP per capita, domestic credit to private sector, exports to 

GDP ratio, final consumption expenditure and gross fixed capital formation on 

goods and services tax revenues. The estimated coefficients for agriculture’s share 

of GDP and inflation have a negative sign and are statistically significant 5 percent 

to 10 percent level of significance whilst the estimated coefficients for GDP per 

capita, domestic credit to private sector, exports to GDP ratio, share of final 

consumption expenditure and share of gross fixed capital formation have positive 

signs and are also statistically significant at 1 percent to 10 percent level of 

significance.  

The finding for the effect of share of agriculture in GDP is similar to what was 

obtained by Cyan et al. (2013). The result implies that higher agriculture value 

added as percent of GDP and higher rate of inflation reduce the capacity of the 
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sub-Saharan African countries to raise revenues from taxing domestic goods and 

services. On the contrary, higher levels of GDP per capita, greater extensions of 

domestic credit to private sector in addition to increase in exports, final 

consumption expenditure and gross fixed investments increases the capacity of 

the SSA countries to raise revenues from taxing domestic goods and services.    

Table 4.4 presents the estimation results for income tax as a percent of GDP. With 

the exception of agriculture valued added, the estimated coefficients for all the 

independent variables have a positive sign and statistically significant at 5 percent 

level of significance. The results imply that high ratio of public sector wage bill to 

GDP, GDP per capita, urbanization, share of natural resource rents in GDP, 

domestic credit to private sector as a percent of GDP, final consumption 

expenditure, and gross fixed capital formation contribute positively to increasing 

income tax collection in SSA. The results for a of agriculture value added and rate 

of urbanization are similar to the findings by Cyan et al. (2013) and Ndiaye and 

Korsu (2011).   

Table 4.5 presents the parsimonious results from the estimation of the trade tax 

function. The results show that the estimated coefficients of GDP per capita and 

rate of inflation have negative signs and are statistically significant at 1 percent 

and 5 percent level of significance respectively while the estimated coefficient of 

imports as a percent of GDP has a positive sign and is also statistically significant 

at 5 percent level of significance. The estimated result for imports is consistent with 

what was obtained by Cyan et al. (2013), suggesting that international trade 

contributes significantly to improvements in trade tax revenue in 

SSA. 
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Table 4.2. Total tax revenue (% of GDP)

 
Note: 1 Time-invariant inefficiency model assumes truncated normal distribution of inefficiency term whilst 
the time-varying model treats the inefficiency term as a truncated normal random variable multiplied by a 
specific function of time. All variables are in natural log form. 
*** p<0.01, ** p<0.05, * p<0.1 

 

 

 

 

 

 

 

 

 

 

 

 

Coef. Std. Coef. Std. P>|z| Coef. Std. P>|z|

GDP per capita, PPP (const. 2011 international $) 0.035 -0.081 0.165 0.202*** 0.000

Agriculture (% of GDP) -0.227*** -0.201*** 0.000 -0.384*** 0.000

Urban population (% of GDP) 0.052 0.551*** 0.000 0.255*** 0.000

Domestic credit to private sector (% of GDP) 0.126*** 0.040* 0.086 0.155*** 0.000

Natural resource rents (% of GDP) 0.081*** 0.066*** 0.000 0.050*** 0.000

Exports (% of GDP) -0.005 -0.019 0.690 0.248*** 0.000

Imports (% of GDP) 0.272*** 0.366*** 0.000 0.287*** 0.000

Inflation (% change in CPI) -0.015 -0.012 0.181

Final consumption expenditure (% of GDP) 0.149* 0.324*** 0.000 0.099 0.446

Gross fixed capital formation (% of GDP) 0.073** 0.101*** 0.002 0.046 0.361

Constant 1.610*** 2.940*** 0.000 4.762*** 0.000

/mu 0.452*** 0.064 0.732

Other diagnostics

Log likelihood

No. of obs.

Prob>chi2

No. of groups

P>|z|

Fixed effects model 

(hnormal dist of       ) 

0.914

Time-invariant inefficiency 

model1

Time-varying inefficiency 

model

0.619

0.000

0.688

0.000

0.000

0.000

0.117

0.100

0.032

0.000

Likelihood-ratio test 

for sigma_u=0   

chibar2(01) = 40.13(0) 

532.370 546.138 -70.729

0.005

29 29 29

438 438 438

0 0 0

𝑢𝑖
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Table 4.3. Goods and services tax revenue (Percent of GDP) 

 
Note: 1 Time-invariant inefficiency model assumes truncated normal distribution of inefficiency term whilst the 

time-varying model treats the inefficiency term as a truncated normal random variable multiplied by a specific 

function of time. All variables were in natural log form. 

*** p<0.01, ** p<0.05, * p<0.1 

___________________________________________________________________________________________________ 

 

 

 

 

 

 

 

 

Coef. Std. P>|z| Coef. Std. P>|z| Coef. Std. P>|z|

GDP per capita, PPP (const. 2011 international $) 0.176* 0.094 0.202** 0.018

Agriculture (% of GDP) 0.101 0.122 -0.141** 0.030 -0.099** 0.046

Domestic credit to private sector (% of GDP) 0.244*** 0.000 0.143*** 0.001 0.306*** 0.000

Exports (% of GDP) 0.252*** 0.000 0.208*** 0.003

Imports (% of GDP) -0.053 0.536 0.119 0.211

Final consumption expenditure (% of GDP) 0.267** 0.033 0.859*** 0.000

Gross fixed capital formation (% of GDP) 0.195*** 0.000 0.112* 0.026 0.355*** 0.000

Inflation (% change in CPI) -0.022* 0.101 -0.035* 0.056

Constant -2.515** 0.017 -1.563 0.113 -2.979*** 0.004

/mu 0.442 0.345 0.571 0.136

Other diagnostics

Log likelihood

No. of obs.

Prob>chi2

No. of groups

438 438 438

Time-invariant 

inefficiency model 1

Time-varying 

inefficiency model

Fixed effects model 

(hnormal dist of     ) 

Likelihood-ratio test 

for sigma_u=0   

chibar2(01) = 52.44 

(0)
5.176 11.627 -240.589

0 0 0

29 29 29



42 

 

 

 

 

 

 

 

 

 

 

Table 4.4. Income tax revenue (Percent of GDP) 

 
 Note: 1 Time-invariant inefficiency model assumes truncated normal distribution of inefficiency term 

whilst the time-varying model treats the inefficiency term as a truncated normal random variable 

multiplied by a specific function of time. All variables were in natural log form 

*** p<0.01, ** p<0.05, * p<0.1 

 

Coef. Std. P>|z| Coef. Std. P>|z| Coef. Std. P>|z|

Wages of government employees (% of GDP) 0.277*** 0.000 0.182*** 0.001 0.384*** 0.000

GDP per capita, PPP (const. 2011 international $) 0.366*** 0.000 0.055 0.518 0.353*** 0.000

Agriculture (% of GDP) -0.119* 0.066 -0.085 0.170 -0.109*** 0.007

Urban population (% of GDP) 0.134 0.428 0.987*** 0.000 0.309*** 0.000

Natural resource rents (% of GDP) 0.107*** 0.000 0.094*** 0.000 0.128*** 0.000

Domestic credit to private sector (% of GDP) 0.031 0.130 0.015 0.691 0.236*** 0.000

Final consumption expenditure (% of GDP) 0.218** 0.021 0.220** 0.013 0.099 0.327

Gross fixed capital formation (% of GDP) 0.112*** 0.003 0.075** 0.035 0.039 0.380

Constant -0.412 0.997 4.646*** 0.000 -2.015** 0.011

/mu 2.666 0.979 1.117*** 0.000

Other diagnostics

Log likelihood

No. of obs.

Prob>chi2

No. of groups

Time-invariant 

inefficiency model 1

Time-varying 

inefficiency model

Fixed effects model 

(hnormal dist of       ) 

Likelihood-ratio test 

for sigma_u=0   

chibar2(01)=2.06(0.0
15.166 30.349

28 28

455 455

0 0
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Table 4.5. Trade tax revenue (Percent of GDP) 

 
Note: 1 Time-invariant inefficiency model assumes truncated normal distribution of inefficiency term 

whilst the time-varying model treats the inefficiency term as a truncated normal random variable 

multiplied by a specific function of time. All variables were in natural log form. 

*** p<0.01, ** p<0.05, * p<0.1 

 

 

Estimated Tax Efforts of Sub-Saharan African Countries 

Tables 4.6 and 4.7 present the estimated tax potentials and tax efforts of all the 30 

selected sub- Saharan African countries. The result shows that the average tax 

effort for total tax revenues ranges from 0.227 for Equatorial Guinea to 0.96 for the 

Republic of Congo for the period between 2000 and 2017. The average tax effort of 

Ghana is 0.627 which is lower than the average tax effort for all middle-income 

countries in Sub Saharan Africa (0.714).  By interpretation, Ghana has exploited 

only 63 percent of its total tax potentials compared with about 71 percent in all 

middle-income countries in Sub Saharan Africa between 2000 and 2017. Nine 

countries including Angola, Seychelles, Congo Republic and Namibia have a high 

tax effort of over 80 percent during the study period.  

In the case of goods and services tax revenues, the tax effort ranges from 0.06 for 

Equatorial Guinea to 0.948 for Senegal during the period between 2000 and 2017. 

Countries that have under exploited their tax potentials (with tax effort of less than 

40 percent) in relation to goods and services tax revenues include Togo, Swaziland, 

Sierra Leone, Sao Tome & Principe, Nigeria, Liberia, Gabon, Equatorial Guinea, 

Cote d’Ivoire, Congo Republic, Botswana, Benin and Angola.  Countries with the 

greatest tax potentials in relation to total tax revenues and goods and services tax 

revenues are Angola and Senegal. On the contrary, the country with the least tax 

Coef. Std. P>|z| Coef. Std. P>|z| Coef. Std. P>|z|

GDP per capita, PPP (constant 2011 international $) -0.410*** 0.000 -0.767*** 0.000 0.072 0.111

Imports (% of GDP) 0.238*** 0.001 0.176** 0.023 0.717*** 0.000

Inflation (% change in CPI) -0.016 0.517 -0.01 0.678 -0.092** 0.046

Constant 5.358*** 0.000 8.529*** 0.000 0.900** 0.051

/mu 1.918*** 0.000 5.757*** 0.000

Other diagnostics

Log likelihood

No. of obs.

Prob>chi2

No. of groups

Time-invariant 

inefficiency model 1

Time-varying 

inefficiency model

Fixed effects model                       

(hnormal dist of      ) 

Likelihood-ratio test for 

sigma_u=0   chibar2(01) = 

-297.920 -295.613 -651.078

464 464 464

0 0 0

29 29 29
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potential in relation to total tax revenue, and goods and services tax revenue is 

Equatorial Guinea for the period between 2000 and 2017.  

Table 4.7 presents information on the estimated tax effort index for income tax 

revenue and trade tax revenue for the 30 selected SSA countries. The average tax 

effort in relation to income tax for the selected countries ranges from 0.114 for 

Niger to 0.95 for Angola whilst the average tax effort for trade tax revenue range 

for 0.025 for Nigeria to 0.927 for Sao Tome & Principe for the period between 2000 

and  

 

Table 4.6. Tax potential and tax effort 

                        
                          Note: The tax ratios are % of GDP.  

 

Actual tax 

ratio

Potential 

tax ratio

Tax effort 

index 

Actual tax 

ratio

Potential 

tax ratio

Tax effort 

index 

1 Angola 37.6 39.9 0.9 2.0 7.5 0.3

2 Benin 14.1 20.6 0.7 3.4 8.9 0.4

3 Botswana 24.5 29.3 0.8 4.1 12.7 0.3

4 Burkina Faso 13.2 25.6 0.5 7.2 8.6 0.8

5 Cabo Verde 19.1 21.8 0.9 7.4 15.5 0.5

6 Cameroon 11.7 18.7 0.6 5.7 9.1 0.6

7 Congo, Republic 34.7 36.1 1.0 3.9 10.8 0.4

8 Cote d'Ivoire 14.8 20.8 0.7 3.1 10.1 0.3

9 Equatorial Guinea 8.6 38.0 0.2 0.7 12.1 0.1

10 Gabon 16.1 19.9 0.8 2.4 11.6 0.2

11 The Gambia 13.8 20.0 0.7 5.7 8.9 0.6

12 Ghana 13.4 21.4 0.6 5.8 10.9 0.5

13 Guinea 10.6 22.7 0.5 4.3 7.7 0.6

14 Guinea-Bissau 6.8 16.6 0.4 2.8 6.5 0.4

15 Kenya 15.5 26.0 0.6 7.1 10.3 0.7

16 Lesotho 39.2 45.3 0.9 7.2 9.5 0.8

17 Liberia 10.1 23.1 0.4 3.1 8.8 0.4

18 Mali 12.7 21.9 0.6 7.5 10.0 0.8

19 Mauritius 17.5 22.1 0.8 10.1 18.0 0.6

20 Namibia 28.2 29.7 0.9 6.7 14.8 0.5

21 Niger 12.2 29.9 0.4 3.7 7.8 0.5

22 Nigeria 8.9 17.5 0.5 2.5 9.5 0.3

23 Sao Tome & Principe 14.8 23.5 0.6 4.1 9.4 0.4

24 Senegal 18.4 24.8 0.7 10.4 11.0 0.9

25 Seychelles 28.2 30.7 0.9 12.6 19.5 0.6

26 Sierra Leone 9.1 18.3 0.5 2.3 7.0 0.3

27 South Africa 23.5 26.3 0.9 8.5 14.1 0.6

28 Swaziland 25.2 39.2 0.6 4.6 13.1 0.3

29 Togo 14.1 26.3 0.5 3.3 10.8 0.3

30 Zambia 14.7 31.3 0.5 6.2 10.8 0.6

17.7 26.2 0.7 5.3 10.8 0.5

Total tax revenue Goods and services tax revenue

SSA average 
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Table 4.7. Tax potential and tax effort 

                     
                                 Note: The tax ratios are % of GDP.  

 

Countries with low income tax effort (below 30 percent) include Benin, Burkina 

Faso, Guinea, Guinea-Bissau, Liberia, Niger, Sierra Leone, Swaziland and Togo 

whilst countries with high income tax effort (above 65 percent) include Angola, 

Botswana and South Africa. In the case of trade tax, the only countries with high 

trade tax effort (above 65 percent) are Botswana, Namibia, Sao Tome & Principe 

and Swaziland. 

 

Actual tax 

ratio

Potential 

tax ratio

Tax effort 

index 

Actual tax 

ratio

Potential 

tax ratio

Tax effort 

index 

1 Angola 33.1 34.9 1.0 1.5 17.9 0.1

2 Benin 2.1 11.9 0.2 7.3 32.9 0.2

3 Botswana 11.9 16.8 0.7 8.9 10.7 0.8

4 Burkina Faso 3.5 20.9 0.2 2.3 39.2 0.1

5 Cabo Verde 6.0 11.7 0.5 4.9 21.8 0.2

6 Cameroon 3.8 12.0 0.3 2.0 23.0 0.1

7 Congo, Republic 3.7 12.5 0.3 1.8 18.5 0.1

8 Cote d'Ivoire 4.3 11.8 0.4 5.8 22.8 0.3

9 Equatorial Guinea 7.3 15.6 0.5 0.3 8.6 0.0

10 Gabon 4.7 7.2 0.6

11 The Gambia 4.1 10.9 0.4 4.0 37.5 0.1

12 Ghana 5.0 14.1 0.4 2.6 25.9 0.1

13 Guinea 1.8 14.8 0.1 2.1 34.1 0.1

14 Guinea-Bissau 1.8 12.0 0.2 2.1 39.0 0.1

15 Kenya 7.0 23.5 0.3 1.5 27.7 0.1

16 Lesotho 9.8 34.8 0.3 0.5 4.9 0.1

17 Liberia 2.5 14.2 0.2 4.9 72.0 0.1

18 Mali 3.4 15.2 0.2 1.8 33.3 0.1

19 Mauritius 4.9 10.6 0.5 1.9 17.2 0.1

20 Namibia 11.1 20.0 0.6 10.1 15.0 0.7

21 Niger 2.9 25.6 0.1 4.7 52.9 0.1

22 Nigeria 4.5 12.8 0.3 0.5 18.1 0.0

23 Sao Tome & Principe 4.5 14.4 0.3 4.4 4.7 0.9

24 Senegal 4.6 14.6 0.3 2.9 31.1 0.1

25 Seychelles 8.1 14.7 0.6 4.8 8.6 0.6

26 Sierra Leone 3.2 14.5 0.2 3.0 50.0 0.1

27 South Africa 14.0 16.5 0.9 0.0 1.4 0.1

28 Swaziland 6.7 28.2 0.2 14.4 16.6 0.9

29 Togo 3.6 15.2 0.2 7.2 42.3 0.2

30 Zambia 7.0 20.3 0.3 1.6 25.2 0.1

6.4 17.1 0.4 3.8 25.3 0.2

Income tax revenue Trade tax revenue

SSA average 
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Explaining inefficiency in the tax system of SSA 

Table 4.10 presents the estimation results for the tax inefficiency model based on 

three scenarios: that is, when the inefficiency term is predicted from a model that 

assumes (a) half-normal distribution of 𝑢𝑖, (b) truncated normal distribution of 𝑢𝑖, 

and (c) a time varying inefficiency term. The estimation results show that control 

of corruption, political stability, democratic accountability, law and order, 

simplicity of the tax system all tend to reduce technical inefficiency in the tax 

system in the 30 selected SSA countries. Broad money supply ratio (used as proxy 

for seigniorage), on the other hand, increases technical inefficiency in the tax 

system of the selected countries. The estimation results are similar to findings from 

the studies by Langford and Ohlenburg (2016) and Cyan et al. (2013). 

Table 4.10. Explaining inefficiency in the tax system 

P-values in brackets *** p<0.01, ** p<0.05, * p<0.1 

Summary and conclusion  

This paper has analyzed the tax potential of sub-Saharan African countries using 

the Stochastic Frontier Analysis. The study is motivated by the need for countries 

in Sub Saharan Africa to step up efforts to improve their revenue mobilization 

efforts to finance the Sustainable Development Goals.  The investigation of the 

determinants of the tax potentials of SSA countries reveals that an increase in the 

GDP per capita boosts tax revenue potentials from goods and services, income tax 

revenues and total tax revenues, but reduces trade tax revenues in SSA. The results 

also show that a rise in agriculture value added relative to GDP reduces the 

capacity of countries in the region to raise revenues, particularly on goods and 

services and income. An increase in the extension of domestic credit to the private 

sector and increases in final consumption expenditure and gross fixed investments 

 Half-normal 

distribution of 
𝑢𝑖𝑡 

Truncated normal    

distribution of 𝑢𝑖𝑡 

Time 

varying 

inefficie

ncy term 

Control of corruption index -0.089*** 

(0.000) 

-0.193*** 

(0.000) 

-0.221*** 

(0.000) 

Political stability and absence of 

violence/terrorism 

-0.105 

(0.549) 

-0.162*** 

(0.000) 

-0.136*** 

(0.000) 

Broad money as a percent of 

GDP 

0.002 

(0.023) 

0.007*** 

(0.000) 

0.005*** 

(0.000) 

    

Democratic accountability -0.025*** 

(0.006) 

-0.159*** 

(0.000) 

-0.111*** 

(0.000) 

Law and order -0.054*** 

(0.000) 

-0.102*** 

(0.000) 

-0.058*** 

(0.000) 

Herfindahl index (Complexity 

of tax system) 

-0.567*** 

(0.000) 

-0.851*** 

(0.000) 

-0.256*** 

 (0.000) 

Adj R-squared 0.761 0.896 0.859 
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tend to increase total tax revenues, coming specifically from goods and services 

and income. The rate of urbanization and share of natural resource rents, also have 

positive effects on total tax and income tax revenues. Imports tend to have positive 

effect on total revenues and revenues from international trade while exports have 

positive effect on goods and services tax collection. Additionally, a rise in the total 

wage bill as share of GDP has a positive effect on income tax revenues and inflation 

is detrimental to raising revenues from domestic goods and services and 

international trade.  

The results from the estimation of tax efforts in SSA show that trade and income 

taxes were the least exploited. In other words, less than 30 percent of trade tax 

potentials have been exploited while only 48 percent and 43 percent of goods and 

services tax and income tax have been utilized. These finding underscore the 

importance of generating additional revenues in the region through targeting 

improved collection of taxes on international trade, income, and goods and 

services. 

The findings from analyzing the technical inefficiency of the tax system of 

ECOWAS member countries suggest that control of corruption, achievement of 

political stability and absence of violence, democratic accountability, enforcement 

of law and order, and a less complex tax system account for reductions of 

inefficiencies in the tax system whilst an increase in seigniorage revenues increases 

technical inefficiencies in the tax systems of SSA countries.         

The findings from the analysis imply that SSA countries could consider improving 

their tax revenue mobilization efforts in all sectors, but especially in areas of taxes 

on income and trade. Important steps to improve revenue mobilization needs to 

include increasing statutory rates of some taxes, streamlining tax exemptions, 

expanding the coverage of income tax, strengthening value added tax systems, 

developing new sources of revenues such as property taxes, and strengthening 

revenue administration by closing loopholes and leakages in the tax system. 
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Abstract 

Drawing on a large panel of data containing almost all firms in Vietnam during 

the period 2001-2010, this paper examines the inward foreign direct investment 

(FDI) spill-over effects on firm productivity through both horizontal and vertical 

backward and vertical forward linkages with FDI firms in different economic 

regions. Using the Generalized Method of Moments (GMM) estimator that takes 

into account firm-specific fixed effects, endogeneity, and simultaneity, we find 

that inward FDI presents significant spill-over effects on the productivity of firms 

geographically located in more advanced regions characterized by high levels of 

production output, capital-labour ratio, FDI intensity, and availability of abundant 

educated workers. 

 

Keywords: Spill-over effects, FDI, productivity, economic regions, Vietnam   

 

 

Introduction 

 

Inward foreign direct investment (FDI) is found to be a source of economic growth 

in the host countries (Nair-Reichert and Weinhold, 2001; Madariaga and Poncet, 

2007). A large body of literature suggests that inward FDI increases the host 

countries’ productivity, both directly by introducing new technologies and 

indirectly through technological spill-overs (Krugman, 1991; Fujita et al., 1999; 

Gardiner et al., 2004; Aumayr, 2007; OECD, 2008; Hafner, 2013; Stojčić et al., 2013). 

Having been extensively discussed in New Classical, Endogenous Growth and 

New Economic Geography theories, regional variations are proposed to lead to 

divergence in productivity. Existing empirical studies support these theories by 

concluding that inward FDI flows lead to unbalanced regional growth across 

regions (Nunnenkamp and Stracke, 2007; Fujita and Hu, 2001; Jian et al., 1996; Lin 

and Liu, 2000; Zhang and Zhang, 2003; Pham, 2008). Across country studies such 

as Braunerhjelm and Svensson (1996) and Driffield and Love (2007) also confirm 
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the agglomeration of FDI in countries with larger market size and supply of skilled 

labor. 

Regarding the roles of inward FDI in raising firm productivity, a large number of 

studies have emphasized different channels through which spill-over effects take 

place. Smarzynska (2002), Javorcick (2004), Wang and Zhao (2008), Le and Pomfret 

(2008), and Liu et al. (2009) find that FDI increases the productivity of local 

suppliers through backward linkages in upstream sectors. Newman et al. (2015) 

present an evidence that domestic manufacturing firms in Vietnam gain higher 

productivity along the value chain from foreign firms through forward linkages. 

Among others, using data of Chinese manufacturing firms many researchers 

argue that technology spill-overs take place though both horizontal and vertical 

including backward and forward linkages (Liu, 2008; Lin et al., 2009; Xu and 

Sheng, 2012, Du et al., 2012). In a similar strand, Girma et al. (2008) confirms the 

spill-over effects from exporting to non-exporting firms in the manufacturing 

industries in the UK through different channels including horizontal and vertical 

linkages. Both horizontal and vertical linkages in channelling technology spill-

overs from foreign to domestic firms are also verified in a study conducted by Le 

and Pomphret (2011) in Vietnam. Nguyen and Nguyen (2008) also carried out a 

study on FDI technology spill-over effects on domestic firms’ productivity in 

Vietnam and finds positive effects of horizontal and backward spill-overs of FDI 

on the productivity of manufacturing firms, while negative impacts are only 

observed in forward linkages between foreign affiliates in upstream sectors and 

domestic firms in downstream sectors. Similarly, Anwar and Nguyen (2014) 

confirm positive horizontal effects in three out of the eight regions, while positive 

backward linkages can be found in other four regions in Vietnam. Only two 

regions exhibited positive forward linkages. The authors confirm that backward 

linkages are the most important channel of technology diffusion. Nevertheless, 

previous studies have failed to enlighten the effects of diversified geographical 

locations, which are characterized by different conditions for spill-overs to be 

taken place  

Our study endeavours to analyse the spill-over effects of inward FDI on the 

productivity of firms located in 64 provinces with different economic factors in 

Vietnam during the period of 2001-2010. As a transition economy, during this 

period Vietnam has attracted a great number of FDI projects with a large amount 

of registered capital. Provinces have, however, diverged in hosting FDI projects 

due to their diversified conditions and policies (Meyer and Nguyen, 2005; Dang, 

2013). Taking into account the endogeneity and simultaneity problems by 

applying the Generalized Method of Moments (GMM) estimator for more than 160 

thousand firms, we find that inward FDI has spill-over effects on the productivity 

of firms geographically located in more developed provinces, which are 

characterized by high levels of production output, capital-labour ratio, FDI 

intensity, and availability of abundant educated workers. The spill-over effects of 

inward FDI on firm productivity are realized through both horizontal and vertical 

backward and forward linkages with FDI firms.  
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Theoretical Framework for FDI Spill-Overs, Productivity and Regional 

Disparity 

FDI Spill-Overs  

 

The theoretical framework for spill-over effects on productivity originates from 

the neoclassical theories of knowledge production (Arrow, 1962) and endogenous 

growth models (Romer, 1986). Marshall (1890), Arrow (1962), Romer (1986) and 

Jacobs (1969) have contributed to theories of “dynamic externalities” (as 

formalized by Glaeser et al., 1992), with a view to explaining knowledge spill-

overs and how they affect growth. As Glaeser et al. (1992) indicate, both theories 

deal with technological externalities, whereby innovations and improvements 

occurring in one firm can increase the productivity of other firms without full 

compensation by the latter. However, the theories differ along two dimensions. 

The first dimension is whether knowledge spill-overs come from within an 

industry or between industries. The second dimension is how local competition 

affects the impact of these knowledge spill-overs on growth. As a consequence, 

two types of knowledge spill-overs are thought to be important for innovation and 

growth: Marshall–Arrow–Romer (MAR) spill-overs and Jacobian spill-overs. 

 

MAR theory focuses on spill-overs within an industry. In MAR theory, the 

concentration of firms in the same industry helps knowledge to diffuse among 

firms and enhance innovation and growth. These intra-industry spill-overs are 

known as localization or “specialization” externalities. One implication of the 

MAR theory is that a local monopoly is better for growth than local competition. 

This is because the local monopoly can restrict the flows of ideas to others, so that 

externalities are internalized by the innovator. When externalities are internalized, 

the rates of innovation and growth are higher. 

 

Marshall (1890) proposes that the concentration of production in a particular 

location (agglomeration) generates external benefits for firms in that location. He 

argues that “the mysteries of the trade become no mystery, but are, as it was, in 

the air” (Marshall, 1890), implying that knowledge spill-overs may occur when 

firms locate near one another to learn and to speed up their rate of innovation. 

Marshall also asserts that the second reason for firms to agglomerate is to take 

advantage of the scale economies associated with a large labour pool. 

Agglomeration occurs because workers are able to move across firms and 

industries. Notably, this agglomeration can only occur if the industries use the 

same type of workers; that is, only firms operating in the same stage of production 

can benefit. Lastly, firms choose to locate near one another to reduce the costs of 

obtaining inputs from upstream suppliers or shipping goods to downstream 

customers. In essence, through his work, Marshall suggests the externalities (so-

called Marshallian externalities) between firms located near other firms in the 

same industry, which are usually referred as to intra-industry spill-overs. 

 

Marshall’s work was later extended by the work of many authors, including 

Arrow (1962) and Romer (1986). Arrow (1962) asserts that growth is driven by the 
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accumulation of knowledge, which includes learning by doing in the same 

industry. Romer (1986), the pioneering work in endogenous growth theory, builds 

on Marshall (1890) and Arrow (1962) and focuses on the investment–growth 

nexus. Unlike the Solow neoclassical growth model, the Romer endogenous 

growth model explains technological change as an endogenous outcome of public 

and private investment in human capital and knowledge-intensive industries. The 

endogenous growth model begins by assuming that growth processes derive from 

the firm or industry level and specifies technological progress as a function of the 

stock of research and development. Romer focuses on the possibility of external 

effects as R&D efforts by one firm spill over and affect the stock of knowledge 

available to all firms in the industry. In his model, knowledge is assumed to be an 

input to production that has increasing marginal productivity, and investment in 

knowledge is supposed to generate natural externalities. He states: “The creation 

of new knowledge by one firm is assumed to have a positive external effect on the 

production possibilities of other firms because knowledge cannot be perfectly 

patented or kept secret” (Romer, 1986). In the model, each industry individually 

produces with constant returns to scale, so his model is consistent with perfect 

competition, and up to this point it matches the assumptions of the Solow 

neoclassical growth model. Nevertheless, Romer departs from Solow when he 

proposes that the economy-wide capital stock positively affects output at the 

industry level. Hence, there may be increasing returns to scale at the economy-

wide level. In sum, the Romer endogenous growth model highlights the roles of 

human capital accumulation and technological externalities.  

 

Contrary to MAR theory, which focuses on spill-overs within an industry, the 

Jacobian spill-overs theory concentrates on spill-overs between industries. Jacobs 

(1969) argues that knowledge may spill over between complementary rather than 

similar industries, as ideas developed by one industry can be applied in other 

industries. The exchange of complementary knowledge across diverse firms and 

economic agents facilitates search and experimentation in innovation. Therefore, 

a diversified local production structure leads to increasing returns and gives rise 

to urbanization or “diversification” externalities. Jacobs also challenges MAR 

theory when she stresses that local competition, rather than a local monopoly, 

speeds up the adoption of technology and promotes innovation and growth. 

 

 

The theoretical case for spill-overs is, however, not as straightforward as these two 

theories would suggest. Drawing on Hymer (1976) and other related work by 

Caves (1996) and Rugman and Verbeke (1998), the effect of FDI spill-overs on the 

productivity of domestic firms may not be necessarily positive. This uncertainty is 

evident in the evolutionary perspective, where knowledge generated by active 

R&D firms cannot be absorbed by other firms unless the latter invest in R&D in 

the first place (Cohen and Levin, 1989). Stated differently, FDI spill-overs may 

depend on the technology gap between foreign and domestic firms, and the 

benefits of positive spill-overs may accrue only if domestic firms enhance their 

absorptive capacity through prior technology investment.  
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Koizumi and Kopecky (1977) were the first to model FDI and technology transfer 

explicitly. The two scholars use a partial equilibrium framework to analyse 

technology transfer from a parent firm to its subsidiary. Technology transfer is 

assumed to be an increasing function of the country’s capital stock owned by 

foreign residents. The transmission of foreign technology is viewed as “automatic” 

and technology is treated as a public good. Findlay (1978) and Das (1987) support 

Koizumi and Kopecky (1977) by proposing that superior technology possessed by 

foreign firms is a “public good” in nature, and can be transferred automatically. 

The common theme of these models is that they analyse the direct transfer of 

technology. Another strand of models examines the issue of FDI and technology 

transfer indirectly using a growth theory framework. Walz (1997) incorporates FDI 

into an endogenous growth framework where MNEs play a significant role in 

growth and specialization patterns. Walz extends the idea of trade-related 

international knowledge spill-overs used in Grossman and Helpman (1991) and 

applies them to FDI. It is noticeable that most existing literature on FDI spill-over 

effects and productivity employs an endogenous framework to quantify the 

relationship and the effect sizes. 

 

As profit maximizers, there is no incentive for MNEs to create knowledge transfer 

without receiving an appropriate return for it. Besides, MNEs may be selective in 

the transfer of technology to their subsidiaries, as they face the risk of knowledge 

spill-over that may erode their firm-specific advantages and hence worsen their 

market power (Balsvik, 2006). MNEs then have incentives to protect their 

intangible asset advantages and minimize spill-overs in several ways. Firstly, 

MNEs can pay higher wages to their employees to reduce labour mobility from 

MNEs to local firms in the future, as analysed in Fosfuri et al. (2001) and Glass and 

Saggi (2002). Secondly, MNEs can invest in protecting intellectual property rights 

such as patents and secrecy (Nadiri, 1993), or send their own managers and 

engineers from the home country rather than hiring locals in order to prevent leaks 

of technology to local firms (Sawada, 2010). Thirdly, through switching from FDI 

to export to other countries, MNEs can protect their intangible assets (Balsvik, 

2006). Nevertheless, the incentive to limit spill-overs may be limited to horizontal 

spill-overs. As argued by Javorcik (2004), MNEs or their subsidiaries may not try 

to minimize vertical spill-overs since they benefit from more productive local 

suppliers/buyers.  

 

Gachino (2007) adopts a critical view and identifies three main weaknesses in the 

existing framework. Firstly, a foreign presence may not be the only factor in 

determining the magnitude of spill-overs and their effects on productivity. 

Moreover, the effects of a foreign presence on productivity are usually thought to 

occur automatically. Because of the assumption of automaticity, the actual 

mechanism through which spill-overs take place and the process of endogenous 

technological change in terms of skills, knowledge and learning acquired are 

ignored. Finally, the theoretical background builds only a narrow 

conceptualization of the spill-over phenomenon. The background stresses the role 
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of MNEs, but pays little attention to the role and efforts of local firms, as well as 

other supportive factors within the local systems of innovation in host countries. 

 

The measurement of spill-overs is another issue to be addressed. Spill-overs are 

difficult to measure directly, because data on the actual flow of knowledge, capital 

and labour across firms is unavailable. Hence, proxies are employed to quantify 

spill-overs and to estimate their effects on firm productivity in the host country. 

Unfortunately, proxies bring with them uncertainty about the extent to which they 

represent the variables of interest. Gorg and Strobl (2001) propose that the use of 

proxies for spill-over pool in an industry, whether foreign output, employment, 

capital, equity, asset or sales/revenue/turnover shares, might lead to over- or 

underestimated productivity effects. The second measurement issue is whether 

the relationship between spill-overs and productivity is contemporaneous or 

occurs with lags. Javorcik (2004) and Liu (2008) argue that spill-overs take time to 

manifest themselves; however, the time lag is still an open question. Finally, there 

is the issue of how to distinguish spill-overs from unobserved firm characteristics. 

If there are firm-, industry-, time- and region-specific factors unknown to the 

econometrician but known to the firm, the correlation between firm productivity 

and foreign presence is confounded. Hence, productivity effect estimates could be 

biased even if spill-overs could be measured correctly. It is true that researchers 

can eliminate firm-specific effects by using time-differenced data or within 

estimators. However, such estimators yield consistent estimates only if the firm-

specific effect is fixed over time. 

 

FDI spill-overs can be split into two broad categories: intra-industry or horizontal 

spill-overs; and inter-industry or vertical spill-overs. Horizontal spill-overs refer 

to the “increase in the productivity” of resident firms “resulting from the presence 

of foreign firms in the same industry” (OECD, 2008). In the same manner, vertical 

spill-overs present the increase in the productivity of resident firms in the host 

country resulting from the presence of foreign firms in upstream and downstream 

industries. More concretely, vertical spill-overs can be broken into forward spill-

overs (indigenous firms act as downstream local buyers of intermediate inputs 

produced by foreign firms) and backward spill-overs (indigenous firms establish 

themselves as upstream local suppliers of foreign affiliates; OECD, 2008). 

 

Productivity and Regional Disparity  

 

Regional variations in productivity have been investigated within a range of 

economic schools, such as new classical, endogenous growth and, more recently, 

new economic geography. Scholars have emphasized several factors that cause 

regional economic disparities. They are factors that are behind the varying 

economic performance of regions, ranging from institutional factors and regional 

and industry characteristics to the behaviour of firms. While being controversial 

on the origins and persistence of regional economic imbalances, all three theories 

agree that an important role in the process of convergence belongs to the diffusion 

of technology and knowledge through spill-over mechanisms.  
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New classical models propose that regional variations in productivity are a 

temporary consequence of differences in capital–labour ratios and technological 

progress (Barro and Sala-I-Martin, 1991; Gardiner et al., 2004; Altomonte and 

Colantone, 2008). In the world of perfect competition, constant returns to scale, 

complete information and full divisibility of factors, the diffusion of technology 

across markets takes place freely and instantaneously, irrespective of regional or 

national administrative borders, and paves the way for regional productivity 

convergence.  

 

However, endogenous growth models suggest that the diffusion of technology 

across markets does not take place instantaneously, as stated in new classical 

models. In addition, endogenous growth scholars argue that inter-regional 

productivity differences may persist and become wider over time. This strand of 

literature correlates regional variations in productivity with components of 

regional innovation potential, namely knowledge base, technological intensity of 

industries and proportion of workforce in knowledge-intensive activities (Romer, 

1986, 1990; Aghion and Howitt, 1998). Moreover, the leadership of some regions 

in innovativeness provides their firms and industries with a competitive 

advantage in the goods and services markets (Gardiner et al., 2004) and attracts an 

inflow of knowledge and highly skilled workers from other regions (Aumayr, 

2007).  

 

New economic geography models hypothesize that localized increasing returns 

correlate with a spatial concentration of economic activity and other related 

externalities. These externalities originate from the accumulation of skilled labour, 

local knowledge spill-overs, specialized suppliers and services, cooperation 

between firms and scientific institutions, as well as professional agencies 

(Krugman, 1991; Fujita et al., 1999; Fujita and Thisse, 2002; Hafner-Burton, 2013; 

Stojčić et al., 2013). Furthermore, the emergence of agglomerations in particular 

locations is viewed as an outcome of socio-cultural, political and institutional 

structures. These factors explain why regions with initially similar underlying 

structures endogenously differentiate into rich “core” regions and less wealthy 

“peripheral” regions (Ottaviano and Puga, 1998; Altomonte and Colantone, 2008).   

 

From the above theoretical framework, in this paper, we intend to investigate 

empirically whether the spill-over effects differ by economic regions in Vietnam. 

Vietnam constitutes of 64 provinces that are divided into six economic regions: 

Red River Delta; Northern Midlands and Mountain areas; North Central and 

South Central Coast; Central Highlands; South East; and Mekong River Delta. 

Each province has its own code in the dataset, and we follow the division of the 

GSO to arrange the 64 provinces into six groups by economic regions. We hence 

split the sample into six groups to quantify and compare the direct effects between 

these groups. 
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Stylized Facts of FDI in Vietnam by Economic Region 

 

The geographical distribution of FDI in Vietnam is apparently uneven. Foreign 

investors predominantly concentrate their investments in key economic areas 

where they can take advantage of more developed infrastructure and better 

labour-related factors (availability, costs, and quality of workforce). With six 

economic regions, the location distribution of FDI is highly concentrated in the 

South East region and Red River Delta.  

 

According to the statistics (GSO, 2015), during the period of 27 years (1988–2014), 

the South East region makes up nearly half of total registered capital, followed by 

the Red River Delta with 26% of the total. The two regions account for 68.81% of 

the total registered capital of the whole country. North Central and South Central 

Coast is the third most concentrated hub for FDI, with 20.27% of the total. In 

contrast, those numbers in the Northern Midlands and Mountain areas, Mekong 

River Delta and Central Highlands are modest because of unfavourable 

infrastructure, lack of skilled human resources and less appealing policies to 

attract FDI. 

 

Also according to GSO (2015) during the same period, the South East and the Red 

River Delta are the two biggest hubs for attracting FDI, while the Northern 

Midlands and Mountain areas and the Central Highlands are among the two least 

appealing regions for foreign investors in terms of number of projects. The North 

Central and South Central Coast regions tend to attract the relatively big-value 

projects. The regions take up no more than 6% of the total number of projects, but 

occupies more than 20% of total registered capital. 
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Table 1: Characteristics of six economic regions in Vietnam 

 

 

 

 

Source: Author’s calculation from the dataset and from Vietnam Statistical 

YearBook 2010, p.116 

 

 

In searching for different factors which might determine the spill-over effects of 

FDI on productivity of firms, we present data about labour and capital of each of 

six regions in Vietnam in Table 1. Specifically, Table 1 summarizes characteristics 

of the six economic regions in geographical order in terms of proportion of FDI 

firms in total firms, mean of FDI intensity at industry level, average trained 

workers in total workforce, average value-added output per employee and 

capital–labour ratio. 

 

From Table 1, we can see that in terms of proportion of FDI firms in total firms, the 

South East performs best among these regions, followed by Red River Delta and 

North Central and South Central Coast. In the same manner, the worst performers 

in terms of FDI intensities at industry level are Northern Midlands and Mountain 

areas, Central Highlands and Mekong River Delta. Regarding the average trained 

workers in total workforce, the three best performers are South East, Red River 

Delta and North Central and South Central Coast. It is noticeable that Mekong 

River Delta rank third top in terms of average value-added output per employee, 

Economic region 

Proportion of 

FDI firms in 

total firms 

Mean of FDI 

intensity at 

industry 

level 

Average 

trained 

worker in 

total 

workforce 

Average value-

added output 

per employee 

Average 

capital–

labour ratio 

% Ranking Unit Rankin

g 

Unit Rankin

g 

Unit Rankin

g 

Unit Ranking 

Red River Delta 3.5 2 3.5 2 18.76 2 75.89 2 75.89 2 

Northern 

Midlands & 

Mountain areas 

1.1 6 1.1 6 7.72 6 37.47 5 37.47 5 

North Central 

and South 

Central Coast 

1.9 3 1.9 3 12.46 3 40.90 4 40.90 4 

Central 

Highlands 

1.2 5 1.2 5 11.14 5 34.87 6 34.87 6 

South East 6.5 1 6.5 1 20.52 1 89.45 1 89.45 1 

Mekong River 

Delta 

1.8 4 1.8 4 11.96 4 64.90 3 64.90 3 
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which is higher than those of North Central and South Central Coast, Central 

Highlands and Northern Midlands and Mountain areas. The same pattern is 

detected when calculate average capital-labor ratio across the economic regions 

while South East, Red River Delta and Mekong River Delta are once again the top 

performers. 

 

We can, therefore, arrange the six economic regions into three groups based on 

their performance in five FDI-related indicators. The top regions are South East 

and Red River Delta. The middle-ranking regions are North Central and South 

Central Coast and Mekong River Delta. The bottom regions are Northern 

Midlands and Mountain areas and Central Highlands. 

 

Model, Data and Methodology 

 

Model 

 

To examine the spill-over effects of FDI on the productivity of firms, we follow the 

approach that has been used extensively in the literature (see Aitken and Harrison, 

1999; Javorcik, 2004). The method follows the seminal paper by Griliches (1992), 

who postulates a Cobb–Douglas augmented production function including both 

internal and external factors of production. The presence of such external 

influences on the firm is the consequence of externalities in production, due to 

formal or informal linkages between firms. In the case of FDI spill-overs, 

technology and managerial skills as well as new products and processes associated 

with a foreign presence in the host country could be seen as an input to the 

production of a firm, augmenting the productivity of all other factors (Liu, 2008). 

Hence, the traditional production function is extended through introducing FDI 

as a source of capital accumulation as well as a generator of knowledge. 

 

We, therefore, build an empirical model as follows:  

(1)                      

ForwardBackwardHorizontalfirm_FDIlky

ijttji

jt6jt5jt4ijt3ijt2ijt10ijt





 
in which subscript i denotes firms, j denotes industry and t denotes year. The 

dependent variable yijt is the real value-added output of firm i operating in 

industry j at the end of each year of study. We follow Nickell (1996) and Griffith 

et al. (2006) in calculating value-added output as the sum of total employment cost, 

operating profit before tax, accumulated depreciation and interest payment. Then 

real value-added output is obtained by deflating the value-added output with the 

CPI, supplied by the GSO by industry over years. kijt is the real value of fixed assets 

of firm i operating in industry j at the beginning of each year of study, deflated by 

the gross fixed capital formation. lijt is the total employees of firm i operating in 

industry j at the beginning of each year of study. Variables yijt, kijt and lijt are all in 

natural logs. FDI_firmijt is the firm-level FDI, measured by the foreign share of a 

firm’s equity. It presents the foreign ownership participation in total equity of a 

firm. 



61 

 

  

 (2) 

Horizontal measures the extent of foreign presence in industry j at time t, which is 

defined as a weighted share of the output produced by FDI firms in the total 

industry output. The weighted share of the output produced by FDI firms is 

obtained by multiplying the share of foreign investors in the firm with the latter’s 

output. To generate Horizontaljt in Stata, we follow these steps. Firstly, we calculate 

total value-added output by industry. Secondly, we multiply FDI share in the firm 

with the firm’s real value-added output. The product of the two is a measure of 

the output that can be assigned to foreign ownership within each firm. Thirdly, 

we sum the product of FDI share in the firm with the firm’s real value-added 

output for each two-digit industry. Finally, for each two-digit industry in each 

year, we obtain the Horizontal spill-over pool by dividing the multiplying product 

by total industry value-added output. 

 

Backwardjt is a proxy for the foreign presence in the industries that are being 

supplied by industry j. It captures the extent of potential contacts between 

domestic suppliers and multinational customers. More concretely, Backwardjt 

quantifies the magnitude of foreign presence in the downstream industry 

(industry k, for example) that is being supplied by industry j:  





j k if k

ktjkjt HorizontalBackward    (3) 

jk  is the proportion of industry j’s output supplied to industry k, which is taken 

from the 2007 Input–Output (IO) table compiled by the GSO at the two-digit level 

of the Vietnamese Standard Industrial Classification Codes (VSIC). This measure 

is intended to capture the extent of backward linkages between foreign firms in 

downstream industries and local firms in upstream industries. Notably, inputs 

supplied within the sector are not included, since this effect is already captured by 

the Horizontaljt variable. 

 

Forwardjt is a proxy for the foreign presence in the industries that supply to 

industry j. It captures the extent of potential contacts between multinational 

suppliers and domestic customers. More concretely, Forwardjt quantifies the 

magnitude of the foreign presence in the upstream industry (industry m, for 

example) that supplies to industry j:  





j m if m

mtjmjt HorizontalForward    (4) 

jm  is the proportion of industry j’s input that is purchased from industry m, 

which is taken from the 2007 IO table complied by the GSO at the two-digit level 

of the VSIC. This measure is intended to capture the extent of forward linkages 

between foreign firms in upstream industries and local firms in downstream 

industries. For the same reason as analysed above in the Backwardjt variable 

calculation, inputs purchased within the sector are excluded. In our estimation, we 




























 

 ji
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take both contemporaneous and lagged horizontal, backward, and forward 

variables into account as spill-overs take time to manifest themselves (Javorcik, 

2004; Liu, 2008). Nevertheless, how many lag lengths for the spill-over variables 

still remain controversial in the existing literature.nThe three sets of dummy 

variables
t1j1i1 ,,     are made use of to control for the firm, industry, and time 

specific effects, respectively. Firm and industry dummy variables are used in the 

regression model in order to capture firm and industry specific effects, and year 

dummy variables are included with a view to accounting for trend effects. 

 

Data 

 

This research utilizes firm-level panel data of Vietnam during the period 2001–

2010. The dataset is compiled from the Annual Enterprises Survey (AES) 

conducted by GSO. The surveys collected comprehensive data on Vietnamese 

firms, including information about industry and ownership type, output, assets 

and liabilities, capital stock, investment, employment, location, wages, sales, 

obligations of firms to the government and so on. Our sample, which consists of 

all surveyed firms in 28 industries, is an unbalanced panel consisting of 166,697 

firms over a period of 10 years from 2001 to 2010, with a total of 504,642 

observations. The firms included are from four main clusters, consisting of 

manufacturing; utilities; construction, science and technology activities; and 

computer and related activities. These clusters are selected on the basis of the two-

digit VSIC of 1993. Although the dataset lacks data on intermediate inputs, 

working hours and employee skills, it contains value added, headcount of 

employment and a wide range of variables needed for conducting productivity 

analysis. Table 2 below shows descriptive statistics of the main variables used in 

our empirical estimation. 
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Table 2: Data descriptive statistics 

Source: Author’s calculation from the dataset 

 

 

 

Methodology 

 

In this paper, we employed the GMM approach proposed by Arellano and Bond 

(1991) and Blundell and Bond (1998) to take into account endogeneity problems 

encountered in the estimation of production functions. Moreover, we adopted 

some approaches to improve the efficiency of system GMM estimation. In 

particular, we collapsed the instrument sets and took the orthogonal option in 

some cases, following Roodman (2009). Also, industry-specific and time-specific 

effects are included in our regression equations in order to capture industry-

specific effects and trend effects. The lag structure of dependent and some 

No. Variable Description Obs Mean Std dev. Min Max 

1 Real_VA_ouput Real value added of 

output 

264,887 8,414.809 307,610.9 0 97,800,000 

2 Ln_real_VA_ouput Log of real value 

added of output 

263,986 6.45 1.80 -

5.15 

18.40 

3 Ln_net_fa Log of net value of 

fixed asset 

256,186 .699 1.79 -

5.67 

12.24 

4 Ln_ld11 Log of number of 

employees 

455,400 2.98 1.44 0 11.30 

5 FDI_firm FDI intensity at firm 

level 

494,264 6.019 23.39 0 100 

6 Horizontal Foreign presences 

intra-industry 

494,635 22.69 21.38 0 99.94 

7 Horizontal lagged Lag of foreign 

presences intra-

industry 

320,251 24.21 21.87 0 99.94 

8 Backward Foreign presences 

in downstream 

industry 

494,635 12.74 10.5 1.05 46.96 

9 Backward lagged Lag of foreign 

presences in 

downstream 

industry 

320,251 13.33 10.70 1.19 46.96 

10  Forward Foreign presences 

in upstream 

industry 

494,635 10.64 4.32 1.81 24.67 

11 Forward lagged Lag of foreign 

presences in 

upstream industry 

320,251 11.09   4.51 1.84 24.67 
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independent variables is included as additional explanatory variables in the 

estimation. 

 

Results and Discussion 

 

Recalling Table 1, six economic regions in Vietnam can be classified into three 

groups given the indicators of proportion of FDI firms in total firms, mean of FDI 

intensity at industry level, average trained workers in total workforce, average 

value-added output per employee and capital–labour ratio. The top regions are 

the South East and Red River Delta. The mid-ranked regions are the North Central 

and South Central Coast and Mekong River Delta. The bottom regions are the 

Northern Midlands and Mountain areas and Central Highlands.  

Table 3 illustrates the spill-over effects of FDI in Vietnam during the period 2001–

2010 by economic regions. Results of the Arellano–Bond tests indicate that there is 

no second-order serial correlation. The values in the Sargan/Hansen test confirm 

that we do not reject the null hypothesis that the instruments are valid. To sum up, 

our test statistics confirm the validity and reliability of the GMM estimator. 

 

The first pattern is that spill-over effects are more pronounced in the better-

performing regions (South East and Red River Delta North Central) rather than in 

worse-performing regions (Northern Midlands and Mountain areas and Central 

Highlands). The second pattern is that long-term horizontal and long-term 

forward spill-overs are the most apparent linkages (in five out of six regions), 

while long-term backward and short-term forward spill-overs are the least 

obvious (in one out of six regions). Another pattern is that while horizontal and 

backward effects are mixed between regions, the positive forward effects seem to 

be identical among the six regions. 
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Table 3: Spill-over effects of FDI in Vietnam in the period of 2001–2010 by 

economic regions 
 

Red River 

Delta 

Northern 

Midlands and 

Mountain 

areas 

North 

Central and 

South 

Central 

Coast 

Central 

Highlands 

South 

East 

Mekong 

River Delta 

Ln real value-added output  
  

   

           L1 

            

 L2  

.10*** 

(.032) 

.090*** 

(.026) 

.313*** 

(.075) 

.080* 

(.043) 

.145*** 

(.027) 

.102*** 

(.020) 

  .157** 

(.065) 

.167*** 

(.063) 

.662*** 

(.075) 

-.108*** 

(.037) 

.093** 

(.042) 

.086** 

(.035) 

Ln fixed asset .120*** 

(.043) 

.101** 

(.043) 

.086** 

(.043) 

.227*** 

(.074) 

.096*** 

(.028) 

.223*** 

(.023) 

Ln employment 

 

FDI_ firm 

 

Horizontal 

 

L. Horizontal 

 

Backward 

 

L. Backward 

 

Forward 

 

L. Forward 

 

Constant 

 

Lincom 

(Horizontal+L.Horizontal) 

Lincom 

(Backward+L.Backward) 

Lincom  

(Forward+L.Forward) 

VIF 

Correlation predicted and  

actual dependent variables 

.843*** 

(.041) 

.016*** 

(.004) 

-.049*** 

(.008) 

-.010*** 

(.002) 

.070* 

(.037) 

-.011 

(.014) 

.026 

(.038) 

-.074*** 

(.020) 

3.93*** 

(.793) 

-.060*** 

(.010) 

.058* 

(.034) 

  -.047 

(.050) 

8.31 

0.8815 

.449** 

(.201) 

.006* 

(.003) 

.0007 

(.009) 

-.004** 

(.001) 

-.086* 

(.045) 

-.014 

(.028) 

-.029 

(.073) 

.049 

(.053) 

4.23*** 

(.952) 

-.003 

(.010) 

-.100 

(.063) 

.020 

(.055) 

15.35 

0.9236 

.785*** 

(.049) 

.006* 

(.003) 

.004 

(.009) 

.004** 

(.001) 

-.011 

(.022) 

.013 

(.016) 

-.015 

(.020) 

.054*** 

(.017) 

1.69*** 

(.607) 

.008 

(.008) 

.001 

(.029) 

.039 

(.033) 

10.37 

0.7952 

.665*** 

(.081) 

.017*** 

(.005) 

.005 

(.019) 

.001 

(.016) 

-.001 

(.028) 

-.0001 

(.022) 

-.033 

(.066) 

.105* 

(.054) 

1.54** 

(.717) 

.007 

(.013) 

-.002 

(.021) 

.071* 

(.040) 

19.17 

0.9243 

.319*** 

(.068) 

.007*** 

(.002) 

-.040 

(.024) 

.008*** 

(.003) 

-.116*** 

(.031) 

.053*** 

(.012) 

-.099*** 

(.034) 

.066*** 

(.014) 

3.30*** 

(.580) 

  -.031 

(.021) 

-.062** 

(.029) 

  -.033 

(.032) 

7.46 

0.9163 

.572*** 

(.086) 

.067* 

(.038) 

-.048** 

(.022) 

.048*** 

(.014) 

.014* 

(.034) 

-.044 

(.038) 

-.013 

(.046) 

.149** 

(.063)   

3.43*** 

(1.22) 

-.0001 

(.020) 

-.101* 

(.057) 

.136 

(.093) 

9.22 

0.7099 

Firm-year observations 8,949 1,490 3,172 461 37,081 4,201 

Firms 5,885 941 1,932 294 15,854 2,140 

Adjusted R-squared .958 .981 .961 .947 .916 .915 

Instrument 77 66 99 42 58 67 

Sargan/Hansen test  [0.363]  [0.884]  [0.161]  [0.852]  [0.370]  [0.310]  

AR(1) [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] 

AR(2) 

AR(3) 

[0.720]  [0.231]  [0.651]  [0.261]  [0.002] 

[0.150]   

[0.000]  

[0.819] 
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Notes: All industry and time dummies are included but not reported to save space. 

Standard errors are in parentheses; p-values in square brackets. 

 

GMM regression uses robust standard errors and treats the lagged real value-

added output measure, labour, capital and FDI intensity at firm level, horizontal 

spill-overs, backward spill-overs and forward spill-overs as endogenous. The 

values reported for the Sargan/Hansen test are the p-values for the null hypothesis 

of instrument validity. The values reported for AR(1), AR(2)  and AR(3) are the p-

values for first- and second-order auto-correlated disturbances in the first 

differences equations. *, ** and *** denote significance at the 10%, 5% and 1% 

levels, respectively. In the South East region, we detect evidence of positive 

horizontal, backward and forward spill-overs in the long term, but negative 

backward and forward spill-overs in the short term. In the Red River Delta, both 

short-term and long-term negative horizontal spill-overs are found, along with 

positive short-term backward spill-overs and negative long-term forward spill-

overs. In the Mekong River Delta, we can observe a negative horizontal effect in 

the short term, but a positive effect in the long term. Long-term backward and 

forward spill-overs are also evident in this region. The magnitude of positive long-

term forward spill-overs in the Mekong River Delta is the biggest over the six 

regions. On average, a one-unit increase in FDI presence in the upstream industry 

leads to a 14.9% increase of firm productivity in the downstream industry. This 

may partly result from better performing in related indicators of this region, as 

illustrated in Table 1. In the North Central and South Central Coast, positive long-

term horizontal and forward spill-overs have been uncovered, while in the Central 

Highlands only long-term positive forward spill-overs can be revealed. 

Nevertheless, the magnitude is the second biggest in the six regions. In the 

Northern Midland and Mountain areas, both negative long-term horizontal and 

short-term backward linkages are detected. 

 

From the reported lincom, we find negative or insignificant FDI spill-overs across 

regions in Vietnam, except the positive backward linkages in the Red River Delta 

and the positive forward linkages in the Central Highlands.The findings in Table 

3 show unbalanced effects of spill-overs across regions, thus providing a firm 

explanation for the regional disparities in productivity over time, as discussed in 

the New Classical, Endogenous Growth and more recently New Economic 

Geography literature. The findings are consistent with those of Pham (2008), 

Nguyen and Nguyen (2008), Anwar and Nguyen (2014) when they suggest that 

the impact of FDI spill-overs varies considerably across regions in Vietnam.  

 

Conclusion 

 

This paper investigates the spill-over effects of FDI on the productivity of firms in 

Vietnam by economic regions. We utilize a rich dataset compiled by the GSO 

during the period 2001–2010 to examine thoroughly the horizontal, forward and 

backward linkages of FDI spill-overs and their heterogeneity by economic regions. 

The dynamic panel data approach GMM proposed by Arellano and Bond (1991) 
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and Blundell and Bond (1998) is employed in this paper to control for firms’ 

unobserved heterogeneity, inputs and ownership endogeneity, as well as 

measurement errors. 

 

We detect unbalanced effects of spill-overs across six economic regions in 

Vietnam. The effects are negative and significant in the regions with high levels of 

output, educated employees, capital-labour ratio, and FDI intensity. Nevertheless, 

no significant evidence is found on other lower score regions. Our findings have 

important policy implications, in that they point out the need for region- and 

industry-specific support policies and counter-measures that would ameliorate 

the divergence between FDI-poor regions and industries in Vietnam. Further 

research on other mediating factors that can affect the signs and magnitudes of 

FDI spill-overs such as firm size, firm ownership type, firm R&D status and 

industry concentration would be worth exploring to produce a systematic, 

disaggregated and robust evidence on the effects of inward FDI spill-overs on firm 

productivity in Vietnam. Moreover, research that directly incorporates 

characteristics of the economic regions in estimation models is warranted to 

uncover effects of these factors in the presence of inward FDI spill-overs on firm 

productivity.  
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Abstract 

The concept of corporate social responsibility has permeated all corners of the world; 

including the continent of Africa and its countries. This is simply because individual 

citizens, corporate entities, stakeholders, governments and international organisations 

have understood the serious consequences on our world and the environment of the act of 

persistent irresponsibility on the part of citizens; irrespective of whether these are 

individual or corporate. This study seeks to explore how and what issues relating to 

corporate social responsibility are reported by corporate entities which operate in African 

countries.  Using data from 115 companies in twelve African countries – Nigeria, Ghana, 

Egypt, Tanzania, Kenya, Uganda, Malawi, Zambia, Zimbabwe, Botswana, Namibia and 

South Africa the paper answers pertinent questions such as: what do corporate entities 

operating in African countries disclose in their CSR reports? Are African companies aware 

that they have some responsibilities to non-shareholding citizens and the environment? 

Are corporate entities operating in African countries providing integrated reports or just 

the traditional annual reports? Are these non-mandatory reports externally validated or 

verified? Are these entities demonstrably meeting their stakeholders’ information 

requirements through the use of dedicated corporate websites which is what corporate 

entities in the most developed economies of the world do? Are these reports embedded in 

the traditional annual reports or provided in stand-alone reports or CSR issues not 

reported at all? The study focused its attention on African countries where English is a de 

jure (official) language simply because of the likely problems of accurately translating into 

English the information disclosed in other languages by corporate entities in non-English 

speaking African countries. The study has used data from corporate entities in different 

geographical locations and business sectors in the continent of Africa and thus contributes 

to readers’ understanding of what African companies disclose in their CSR reports. 

Keywords: Corporate social responsibility, Africa, Information Disclosure, 

Corporate entities, Business Ethics, Corporate policy. 
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Introduction 

Corporate entities of our time operating in different parts of the world which 

aspire to be successful in their respective industries and markets have over the last 

decade or so taken an unprecedented level of seriousness with regard to the issue 

of providing non-mandatory social information to stakeholders about their non-

financial activities – (the social and environmental aspects of what they do). Many 

of these companies (especially those in the more developed parts of the world) are 

opting to act sustainably by adopting the International Integrated Reporting 

Committee’s (IIRC) framework on corporate reporting through the use of Integrated 

Reporting.  The IIRC’s framework brings together financial, environmental, social 

and governance information in one document which is also known as the One 

Report. The framework aims to provide the opportunity for companies to disclose 

comprehensive and comprehensible information on their total performance, 

prospective as well as retrospective to meet the needs of the emerging, more 

sustainable global economic model Eccles and Armbrester (2011).  

Corporations of the 21st century are all aware of the enormous benefits derivable 

from being socially responsible; Jones et al (2006), McWilliams et al (2006), Luo 

and Bhattacharya (2006), Barnett (2007) and Idowu (2010). The desire to be socially 

responsible has necessitated them in taking several actions including the 

publication of their corporate social responsibility (CSR) reports, (or Sustainability 

reports, or Community reports, or Environmental reports, or Corporate 

Citizenship reports or Integrated reports) or other similarly titled social reports 

they issue to stakeholders on how they manage the social and environmental 

aspects of their operations. A good number of large global companies are formally 

disclosing information on their social responsibilities to their stakeholders. In 2011, 

238 of the world’s largest 250 corporations issued these social reports Fifka (2012). 

Studies are also suggesting that even small and medium sized enterprises (SMEs) 

are following suit, they are also deriving the opportunities inherent in being 

socially responsible; Spence et al (2003), Jenkins (2006) and Jenkins (2009), Lincoln 

et al (2016). Business enterprises are therefore using CSR as a competitive 

advantage tool to outperform their competitors and rivals since they have 

understood that being socially responsible in the modern business environment is 

one of the key drivers of business success of our time, Grayson and Hodges (2004). 

That businesses should engage in activities which enhance society’s ability to 

achieve economic, social and environmental sustainability has been at the heart of 

what CSR advocates and expects from modern corporate entities Jenkins (2009). It 

was originally assumed that economic responsibility can only be met when the 

requirements of other responsibilities are ignored. But modern businesses now 

know better, they are aware that achieving economic responsibility can only work 

successfully in parallel with meeting their social and environmental 

responsibilities to their stakeholders and society as a whole. There are several CSR 

related initiatives by government of countries around the world and some 

international organisations in the attempt to ensure that corporate entities take 

these issues seriously and consequently behave responsibly in this regard.  
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In an attempt to improve their chances of operating successfully in modern 

markets in regard to their social responsibilities, several large multinational 

corporations and some medium sized enterprises are signing up to international 

guidelines and frameworks. For example, many of these companies have signed 

up to the Global Compact of the United Nations’ voluntary framework (a non-

regulatory instrument which relies on public accountability by companies) that 

requires positive actions from businesses in four main areas: human rights, labour 

standards, the environment and anti-corruption. The UN Global Compact suggests ten 

principles under four main areas noted above which businesses should embrace, 

support and enact within their areas of influence. The ten principles clearly explain 

what businesses should do and what they should ensure they avoid doing. 

African companies and CSR 

As a result of the global acceptance of CSR, businesses have come under increasing 

pressure to engage demonstrably in CSR activities Jenkins (2009). Issues relating 

to CSR have shaken the world to its very core. These issues have enabled us to be 

consciously aware that whatever actions we take either as individuals or corporate 

bodies regardless of where we live or operate from affect other people who may 

either be near or even far away from us. These actions, in the case of corporate 

entities have consequential effects on many of their stakeholders either positively 

or negatively, the adverse impact is what is recognised as being corporate 

irresponsibility which all entities are expected to ensure they totally avoid or 

where unavoidable alleviate the effect of their adverse impacts. This is perhaps a 

good reason why we should all behave responsibly to ensure that our actions affect 

others positively at all times.  

How are large to medium sized African companies faring in respect of issues 

relating to corporate social responsibility? Are the social consequences of 

corporate actions and inactions ever documented or reported on? Do listed African 

companies issue CSR reports? How and what are listed African companies 

reporting in their CSR reports? Are African companies like their counterparts in 

other continents of the world reporting on their CSR activities? Do Stock 

Exchanges in Africa require companies to be demonstrably responsible socially 

and environmentally before seeking to be listed? Do these Stock Exchanges issue 

guidelines to listed and prospective listed companies on what to report as their 

social responsibilities? Actions such as reducing the adverse impacts of their 

operations on the environment, reduction of pollution and environmental 

degradation, sustainable use of man’s natural resources etc are often at the heart 

of CSR debate in the first world, do African civil societies think in this line?  Are 

governments of African countries taking any lead on issues relating to CSR? These 

are a few of the issues this study seeks to explore. 

Corporate entities of our time are expected to operate responsibly in order to 

contribute positively to achieving the objectives of the triple bottom line – 

economic, social and environmental sustainability Elkington (1997) (or put in a 

different way to take cognisance of the 3 Ps – People, Profit and Planet). In order 
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to increase society’s understanding of the many issues covering different aspects 

of CSR, scholars in the developed parts of the world especially in the United States 

of America have made enormous contributions to the literature on CSR and the 

relationship between business and society. However, Idemudia (2012) notes that 

the literature on CSR in Africa is still largely embryonic and the practices of CSR 

in many African states are still rudimentary but gradually beginning the process 

of its stages of metamorphosis. If implemented correctly, CSR initiatives and 

actions are capable of being used as a potent vehicle for socio-economic 

development Ojo (2009) bearing in mind that it was against the backdrop of a 

series of inner city unrests and  a few socio-economic problems of the 1980s in the 

UK that increased the prominence of CSR during Margaret Thatcher’s second term 

in government (1983 – 1987), governments in African countries could improve 

drastically their citizens’ social, economic and environmental wellbeing if they 

took CSR issues seriously and encouraged corporate entities operating within their 

borders to be socially responsible in all ramifications.     

Objectives of the study 

Despite an extensive global coverage of CSR related issues in recent times, scholars 

have noted that the literature on CSR in Africa is largely still forming Idemudia 

(2012).  This current study therefore proposes to add to the currently available 

studies on CSR in the continent of Africa. The objectives of this paper therefore 

are: 

 To identify what African companies perceive as their corporate social 

responsibility and consequently disclose to the world and their 

stakeholders; 

 To establish whether those issues which fall under the umbrella of CSR 

are generally in line with the social and environmental problems of each 

country in this study; 

 To establish whether African companies are making satisfactory 

contributions in meeting their societal CSR obligations to their 

stakeholders; 

 To provide a structure which enables readers and future researchers to 

organise the literature in the field of CSR in African context; 

 To comment on trends which appear evident from a systematic study of 

the literature on this subject and  

 To offer a detailed bibliography as a starting point for those interested in 

this area.  

 This paper is structured as follows: it begins by briefly reviewing the 

literature on CSR in general terms and in some of the countries in the 

study,  

Literature Review 

Since Bowen (1953) posited that modern business executives should pursue 

socially responsible strategies in line with their business operations, corporate 
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entities are believed to have understood that they should at all times behave 

responsibly.    

Stock Exchanges in African countries 

Stock exchanges and other financial institutions around the world have played 

and continue to play many responsible parts in advancing the course of field of 

CSR because some stock exchanges are compelling listed companies to provide 

information on their CSR activities Idowu and Papasolomou (2007), Eccles and 

Armbrester (2011). It is also noted that a requirement of Guideline No 3 of the 

Global Reporting Initiatives (GRI) acting as a catalyst for some stock exchanges 

around the world to mandate listed companies to produce an integrated report. 

Eccles and Armbrester (2011) in fact notes that following the King Report II (2002) 

on Corporate Governance in South Africa (one of our twelve African countries), 

listed South African companies are required to produce integrated reports at the 

end of their year of operations since March 2010 or else they must explain why 

they have not done so. Stock exchanges in many economically advanced countries 

are taking this line of action, for instance in France all companies regardless of 

whether they are listed or unlisted with 500 or more employees are mandated to 

provide social reports with their traditional annual reports since 2012. 

We were motivated became interested in wanting to find out whether other 

African stock exchanges other than the South African’s – in Johannesburg are 

taking any action in this regard. We had to rely on the internet to obtain 

information on this issue. We were able to access through the internet the listing 

rules of most African stock exchanges to find out specifically whether these stock 

exchanges were expressly requiring already listed companies or prospective listed 

companies to take any action about providing information on the social and 

environmental impacts of their activities on the environment and their 

stakeholders. Table 1 provides some factual details elicited from our study of stock 

exchanges in our twelve chosen African countries.  
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Table 1 Factual Detail about Stock Exchanges in twelve African countries 

Country Name of SE No. of 

Listed 

companies 

Year 

Established 

CSR Listing 

Requirement 

Web Address 

Botswana BSE, 

Gaborone 

35  1989 Not Directly www.bse.co.bw 

 

Egypt Egyptian SE 180 CASE 1883 

& 1903 

Yes www.egyptse.com 

 

Ghana Ghana SE, 

Accra 

36 1989 Not Directly www.gse.com.gh 

 

Kenya Nairobi SE 58 1954 Not Directly www.nse.co.ke 

 

Malawi MSE 15 1994 Not Directly www.mse.co.mw 

 

Namibia Namibian 

Stock Ex 

34 1992 Not Directly www.nsx.com.na 

Nigeria Nigerian SE 50 1960 Not Directly www.nse.com.ng 

South 

Africa 

Johannesburg 

Stock 

Exchange 

700 1887 Yes www.jse.co.za 

Tanzania Dares salaam 

Stock 

Exchange  

17 1998 Not Directly www.dse.co.tz 

Uganda Ugandan 

Securities 

Exchange  

16 1998 Not Directly www.use.or.ug 

 

Zambia Lusaka Stock 

Exchange 

17 1994 Not Directly www.luse.co.zm 

Zimbabwe Zimbabwe 

Stock 

Exchange 

90 1993 \Not 

Directly 

www.zse.co.zw 

 

 

Keys: BSE = Botswana Stock Exchange 

CASE = Cairo (1903) & Alexandria (1883) Stock Exchanges but now called Egyptian 

Stock Exchange. 

Nairobi SE = Nairobi Securities Exchange 

MSE = Malawi Stock Exchange 

 

http://www.bse.co.bw/
http://www.egyptse.com/
http://www.gse.com.gh/
http://www.nse.co.ke/
http://www.mse.co.mw/
http://www.nsx.com.na/
http://www.nse.com.ng/
http://www.jse.co.za/
http://www.dse.co.tz/
http://www.use.or.ug/
http://www.luse.co.zm/
http://www.zse.co.zw/
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Having noted in Table 1 above that most of these African stock exchanges have 

not expressly requested companies to provide social and environmental 

information on their operations, it must be said that some of them are indirectly 

asking companies to take actions on activities or events that could materially affect 

their share prices bearing in mind that all information disclosed about an entity 

including information on their social and environmental impacts could materially 

affect their share prices Freedman and Jaggi (1982, 1986, 1988) and Shane and 

Spicer (1983). It might therefore be wrong to suggest that stock exchanges in Africa 

are not requesting listed companies to act in this regard hence the phrase “Not 

Directly” has been used in Table 1. 

It was obvious to us from the information available on websites some of these stock 

exchanges and some word documents attached to links they provide on the 

internet that most of these stock exchanges are relatively young and perhaps still 

inexperienced and unsure of what their own social responsibilities entail. The 

Johannesburg Stock Exchange is the oldest and best organised in all areas and 

compares favourably with stock exchanges in many first world economies. Some 

stock exchanges suggest that they are much older than the years noted in Table 1 

but the years noted above are official trading years as independent countries.   

Botswana 

Botswana is a landlocked country in southern Africa which shares its borders with 

South Africa, Namibia, Zambia and Zimbabwe. It was a British colony until its 

independence in September 1966. Its chief city which is its capital is Gaborone 

where a good number of the country’s commercial activities are generated. Like 

many African countries, Botswana has its own share of social and economic 

problems including the problem posed by HIV/AIDS, which sadly has affected the 

country seriously in recent years. This study has chosen to include Botswana 

because of its British connection which consequently means that it uses English as 

its official language. We have studied six domestic companies and three foreign 

companies listed on the Botswana Stock Exchange. Table 2 provides some factual 

details relevant to CSR about companies in this landlocked African country. It 

must be noted that our study of CSR reporting in the country has not revealed any 

CSR or Sustainability ranking which probably explains why there are two 

extremes in the practice and reporting of CSR in the nation.  
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Table 2 Details of companies studied in Botswana 

 

Company Year Industry CSR in 

Standalone 

Report 

CSR in 

Annual 

Report 

Domestic or 

Foreign 

Botswana 

Insurance 

Holding 

1975 Finance 

Services 

On website Not available 

on the 

internet 

Domestic 

Cresta 

Marakanelo 

1987 Hospitality On website Not available 

on the 

internet 

Domestic 

First National 

Bank of 

Botswana 

1991 Financial 

Services 

On website Not available 

on the 

internet 

Domestic 

Sechaba 

Brewery 

Holdings 

 Brewery Standalone 

Sustainability 

Report for 

2011 on the 

internet 

 Domestic 

Turnstar 

Holdings 

2000 Real Estate  

 

Annual 

Accounts 

2011 on 

website but 

nothing on 

CSR 

Domestic 

Wilderness 

Holdings 

 

1983 

Eco-Tourism http://www.w

ilderness-

group.com/su

stainability 

 

CSR Report 

on website 

Domestic 

Lucara 

Diamond 

Corp. 

2011 Exploration 

and Mining 

 

http://www.lu

caradiamond.c

om/s/social_re

sponsibility.as

p 

 Foreign (Canadian) 

African 

Copper 

 Exploration 

and Mining 

 

http://www.af

ricancopper.co

m/s/Home.asp 

Neither on 

website nor 

in Annual 

Report 

Foreign (UK) 

African Energy 

Resource Ltd 

 

 

Energy 

(Thermal 

coal) 

  Foreign (Listed on 

Australian 

Securities 

Exchange (ASX) 

http://www.wilderness-group.com/sustainability
http://www.wilderness-group.com/sustainability
http://www.wilderness-group.com/sustainability
http://www.wilderness-group.com/sustainability
http://www.lucaradiamond.com/s/social_responsibility.asp
http://www.lucaradiamond.com/s/social_responsibility.asp
http://www.lucaradiamond.com/s/social_responsibility.asp
http://www.lucaradiamond.com/s/social_responsibility.asp
http://www.lucaradiamond.com/s/social_responsibility.asp
http://www.africancopper.com/s/Home.asp
http://www.africancopper.com/s/Home.asp
http://www.africancopper.com/s/Home.asp
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The latest annual report and accounts we found on this company on the internet 

was 2008, which we thought was dated but a quick browse through this revealed 

a section titled BIHL Trust and Social Investment from page 54 – 56 recounted a 

series of philanthropic and community related activities the company carried out 

during 2008. However, we were able to identify on the company’s website a page 

titled “CSR”. The company states that its “CSR is integrated into a cohesive CSI 

model that focuses on five main areas namely: 

 Education 

 Health and Welfare 

 Road Traffic Safety 

 Crime Prevention 

 Conservation and the Environment 

In addition to the above the company disclosed that it has recognised that CSI is 

not only about handing out money but also about sharing its time and knowledge 

with its communities in order to realise measurable progress and to achieve 

positive significant change. Another section of the website under News has a title 

“Going Green in 2012” In this section; the company disclosed that it has embarked 

on an ambitious project to reduce its carbon footprint. This would involve the 

company reducing the amount of paper use in policy documentation by email 

policy documents to clients where possible and encourage client to submit policy 

and claim information electronically. The company will do its best to encourage 

others to act responsible in this regard. 

 Cresta Marakanelo Ltd. 

We found the company’s annual report and accounts for 2010 on the internet with 

no mention of corporate social responsibility. We found the company’s website on 

the internet, a link under the heading of “Cresta in the Community” contains the 

following statements which we assume is the approach to demonstrating and 

reporting the CSR.  We have copied the statements verbatim “It is the philosophy 

of Cresta Hotels to create sustainable relationships that are sensitive to our 

community. As such, our community involvement goes beyond general 

philanthropy, and leans rather towards creating an open, transparent working 

relationship with the communities in which we operate”. 

The Cresta Community Approach 

 “Ethics – integrity is one of our core values. We conduct business 

honestly to ensure that our interaction with the communities in which we 

operate is mutually beneficial and accountable. 

 Employment Practices – we are committed to fair employment practices, 

and believe in our people and their right to respect, dignity and 

empowerment. We are committed to proactively transferring skills to 

new markets as our operations expand. 
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 Community Involvement – we are committed to creating collaborative 

relationships with communities in which we operate by means of 

sustained, focused social investment towards the less privileged. 

 Environmental Conservation – our business philosophy is geared 

towards environmentally friendly systems. We embrace new thinking in 

environmental conservation and actively seek to reduce the 

environmental impact of our technology, processes, products and 

systems”. 

 First National Bank of Botswana 

 No annual report of the company was found on the internet but its 

corporate website has a link to “Corporate Responsibility”. A click on the 

link provides a list of five past projects the company the company had 

supported. 

 Camphill School Rankoromane – a school for mentally and physically 

handicapped children of primary school age. The Bank donated P100,000 

local currency to the school for the purchase of a minibus 

 Pudulogong Rehabilitation and Development Trust – A non-profit 

making organisation which provides skills development and 

resettlement for the blind. The Bank donated P110,000 for the purchase 

of a utility vehicle 

 Ligodimo Trust – A charitable organisation which offers vocational 

training and social support to teenagers and young adults (aged 14 – 21 

years) with mental and physical disability. The Bank donated P100,000 to 

the organisation for the purchase of a mini-bus. 

 The House of Hope Trust -  An AIDS Charity which caters for orphans of 

AIDS victims in the surrounding towns and villages. The Bank donated 

P100,000 to the charity for the purchase of minibus. 

 Mogoditshane HIV/AIDS Orphanage – An HIV/AIDS charity which is 

supported by a few international organisations. The Bank donated 

P207,000 for the construction of the pre-school building. 

 It must be noted that when or how long ago these five donations were 

made to these organisations were not made obvious to readers but they 

were all put under the heading of past projects.  

 

 Sechaba Brewery Holdings Limited 

Sechaba Brewery Holding Ltd has its Sustainability Development (SD) Report for 

2011 on the internet which was intriguing for this part of Africa having noticed 

that the three companies we studied before the only had what could be describe 

as very basic information about their CSR involvements.  

In joint statement by the company’s Managing Director and Corporate Affairs & 

Strategy Director, the noted that Sustainable Development is fundamental to their 
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business success. The 36-page report was divided into 16 sections with twelve of 

the strictly reporting about the company’s sustainable development activities 

under the following headings: 

 Managing sustainable development 

 Discouraging irresponsible drinking 

 Making more beer using less water 

 Reducing the company’s energy and carbon footprint 

 Packaging, reuse and recycling 

 Working towards zero waste operations 

 Encouraging enterprise development in the company’s value chain 

 Benefitting communities 

 Contributing to the reduction of HIV/AIDS in Botswana 

 Respecting human rights 

 Transparency and ethics 

 People are the company’s enduring advantage  

In reporting its activities under each of the aforementioned twelve headings the 

company addressed three key issues namely: 

 Why the particular area is a priority to the company 

 Targets the company has set itself 

 Progress it has made to date in that particular area 

The 2011 report appears credible and of substance. It compares favourably well 

with similar reports of companies in many first world countries. 

 Turnstar Holdings Ltd. 

This Real Estate investing company has on its website statement by the Managing 

Director (who was in the financial services sector for fifteen years before joining 

the company) that “the company measures its success by increase in share price, 

increase in return on investment to unit-holders and increase in value of property 

portfolio held by the company. This company which appears to be very successful 

in its line of Business in Botswana and hopes to extend its operations 

internationally has nothing on corporate social responsibility either on its website 

or in its annual report, the most recent for 2011 we found on the internet. Its success 

it believes should only be measured in financial terms. It won a PMR award in 

2011 for the construction of “Diamond Leaders and Achiever Shopping Centre”  

Wilderness Holdings Ltd 

This Eco-Tourism company notes on its website under the section for 

Sustainability that “it views responsible nature based tourism as the most effective 

and practical vehicle to ensure the sustainability of African conservation in the 

modern era. Its sustainability strategy is encapsulated the “4Cs” which are 

Conservation, Community, Culture and Commerce. The company goes on to 

explore its principles on each “C”. 
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 Commerce 

This C deals with the company’s eco-tourism offering which it believes is the most 

critical element to sustainability in today’s world. The company reports that it can 

only make a difference in Africa if it continues to do well. It believes that it need 

sound business principles based on good, solid moral values to make good their 

promise to make a difference. 

Conservation 

The company divides this “C” into two, namely Environmental Management 

Systems (EMS) and Biodiversity Conservation (BC). Its EMS deals with how the 

company builds and manages its camps in the most eco-friendly manner in order 

to ensure that its carbon footprint is at the lowest possible under any 

circumstances. Its BC deals with how it manages and protects the wildlife and 

ecosystems, which involves promoting the reintroduction of indigenous species, 

rehabilitating the natural environment through vegetation management and 

supporting research studies which increase knowledge in the field.  

Community 

The company affirms its understanding that people are the heart of its business 

which means that it must operate honestly and maintain dignified relationships 

with its rural community partners in ways which enable it to deliver a meaningful 

and life changing share of the proceeds of responsible ecosystems to all its 

stakeholders. It accomplishes this through community-centric employment, joint 

ventures, education and training, social and health benefits, capacity building and 

infrastructure development.   

Culture 

Under this final “C”, the company confirms that understanding and respecting 

other communities’ culture are paramount to the success of what it does. As it 

enables the two sides to respect and trust each other and consequently allow 

harmonious relationships to flourish in all its camps bringing about successful 

outcomes of all its operations 

Lucara Diamond Corporation – A Canadian registered company 

Understandably, as a company from a developed country – Canada, understands 

what it takes to be socially responsible in terms of what to communicate to 

stakeholders and consequential effects of this on a company’s reputation. The 

company’s website has a section on Social Responsibility, in which it provides 

information under eight heading namely: 

 Commitment 

 CSR Charter 

 Guiding Principles 
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 Health and Safety 

 The Environment 

 Communities 

 Corporate Governance 

 Code of Business Conduct & Ethics 

Let us briefly look at the information the company has disclosed under each of 

these eight headings.  

Commitment 

The company notes under this heading that it continues to progress as a 

responsible organisation through its commitment to its ongoing stakeholder 

engagement which means that issues relating to corporate responsibility continues 

to be central to its strategic and operational thinking. It notes that the company is 

aware of the difficulties it faces in an attempt to sustain good financial and 

operational performance if it fails to simultaneously achieve its objectives in health 

and safety, environmental stewardship, human resource development and 

community investment. The company’s CSR vision is premised upon a set of 

principles which guide its relationships with all its stakeholders who are affected 

by its operations. 

Corporate Social Responsibility Charter 

 The company will initiate, promote ongoing dialogue, be transparent and act in 

good faith with all those affected by its operations. It recognises that effective 

stakeholder engagement can create value and mitigate risk for both the company 

and its stakeholders. The following five pledges are contained in the company’s 

CSR Charter which was approved by the Board in December 2010 and amended 

in March 2012: 

 Work consultatively with community partners to ensure that its support 

matches their priorities. 

 Ensure that its support is focused on sustainable community 

development rather than dependency. 

 Impact positively on the quality of life of members of the local 

community. 

 Seek opportunities to maximise employment and procurement for local 

communities through the provision of sustainable training opportunities 

and resources. 

 Conduct its activities to meet or exceed accepted standards in the 

protection and promotion of human rights. 

Guiding Principles 

The company provides a list of ten items it titled “Our Guiding Principles” on the 

following areas: 
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 Health and Safety of employees and the adjoining communities. 

 Dialogues and Engagement with stakeholders 

 Environmental Protection and Environmental Performance 

 Protection and Promoting Human rights 

 Respect of Cultural and Historical artefacts of their communities of 

operations 

 Employee Training and Development 

 Employment, Business and Economic opportunities for it communities 

of operations 

 Promoting Sustainable Social and Economic initiatives in their 

communities of operations. 

 Maintaining high standards of Corporate Governance, Ethics and 

Honesty. 

 Engagement with Industry Peers, Associations, Governments, Non-

Governmental Organisations and Civil Society to contribute to best 

practice.   

Health and Safety 

The company operates in the mining industry and there believes that there is a 

clear relationship between safe and healthy work environment and satisfactory 

production results. Employees of all grades are involved in ensuring that their 

work environment is safe for them and those around them. The company 

maintains at all sites a Joint Health and Safety Committee (JHSC) which addresses 

issues relating to new regulations, site procedures and actions to improve health 

and safety and an emergency response capability relevant to its working 

environment and risks. 

The Environment 

 The company notes that it is aware that the nature of its operations if not properly 

managed can have significant environmental impacts on its local communities 

throughout the life cycle of it operations. This has necessitated the company to 

operate under the Equator Principles and the guidance of local authorities 

throughout the life of a mine. The company in its attempt to be socially responsible 

uses baseline assessment tools and conducting environmental impact assessments, 

evaluating how to avoid, mitigate or control significant impacts, implementing 

appropriate monitoring and management systems and closing mines where this is 

believed to be the right course of action. 

Communities 

In this regard, it is the policy of the company to create sustainable value in all its 

host communities and countries. The company notes that it contributes to the 

social and economic development of its host communities through a number of 

channels: 

 Wages and salaries paid to employees and contractors 
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 Taxes, royalties and fees 

 Procurement of goods and services 

 Installation/upgrading of local infrastructure. 

 Support of community development programmes 

 The company named a number of organisations it made direct monetary 

and other contributions to but in Botswana and Lesotho (another African 

country inside South Africa). 

Corporate Governance (CG) 

Under this heading, the company notes that it has chosen to disclose it corporate 

governance practices using the disclosure requirements in the Canadian National 

Instrument 58 – 101 which apply to companies listed on the Toronto Stock 

Exchange (TSX). It notes that it relevant committee on Corporate Governance has 

monitored the various changes and proposed changes in the regulatory 

environment and where applicable has instituted necessary changes to align its 

CG practices to current changes. Changes relating to the Audit Committee have 

also been made to ensure compliance. 

Code of Business Conduct and Ethics 

The company’s code of business conduct and ethics covers a wide range of issues 

with the main goal of deterring wrongdoing on the part of its employees and 

corporate servants. It was noted that the code was not expected to cover every 

situation which requires ethical decisions but to lay out some key guiding 

principles of conduct and ethics. 

 It aims to promote good practices in the following areas: 

 Honesty and ethical conduct 

 Avoidance of conflict of interest 

 Full, fair, accurate, timely and understandable disclosure in reports and 

documents filed or submitted to regulatory authorities and other public 

communications made by the company. 

 Compliance with applicable governmental laws, rules and regulations. 

 The prompt internal reporting to an appropriate person or persons of 

violations of this code. 

 Accountability for adherence to this code.   

African Copper Plc 

This London Alternative Investment Market (AIM) listed Plc (also listed on the 

Botswana Stock Exchange) has on their corporate website the final report and 

accounts for the year ending 31st March 2012 but there was no mention of CSR. On 

the basis of this, we emailed the company’s Chief Financial Officer asking him to 

email a copy of the company’s most recent CSR report to us in order to include 

information from the report in our study. Our email was read by the CIO but we 

received no reply from the company, which perhaps suggests that CSR is still to 

be included in the company’s activities. African Energy Resources Ltd is an 
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Australian Securities Exchange listed company; it is also listed on the Botswana 

Stock Exchange.  

Egypt 

Egypt occupies the north-east corner of the continent of Africa. It is bordered in 

the north by the Mediterranean Sea, the Gaza Strip and Israel to the north-east, the 

Red Sea to the east, Libya to the west and Sudan to the south. It was ruled by the 

British between 1882 and 1952. It became a republic in 1952 when it expelled all 

British advisers living in the country. Its major commercial activities are operated 

in Cairo, Alexandria and other major cities in the Nile Delta and along the banks 

of River Nile. It’s a major player in economic and political terms in Africa and the 

Arab world. English language is still widely used in commercial activities despite 

the country being a major Arab nation.  Our study reveals that in 2008/09 the 

country established an index used for ranking Egyptian companies according to 

their CSR positive contributions to life in the country and beyond. This suggests 

to us that issues relating to CSR are generally understood in the country.  We were 

able to obtain the 2010 and 2011 tables of these companies. 

Table 3 Egyptian CSR Index for 2010 

 Company Name Rank 

 Egyptian Company for Mobile Services (Mobinil) 1 

 Orascom Construction Industries (OCI) 2 

 Egyptian Transport 3 

 Telecom Egypt 4 

 Commercial International Bank (Egypt) 5 

 Lecico Egypt 6 

 T M G Holding 7 

 Orascom Telecom Holding (OT) 8 

 El Ezz Steel Rebars 9 

 Raya Holding for Technology and Communications 10 

 Egyptian Financial Group – Hermes Holding Company 11 

 GB Auto 12 

 Heliopolis Housing 13 

 EL Sewedy Cables 14 

 Sidi Kerir Petrochemicals 15 

 Housing and Development Bank 16 

 Egyptian Kuwaiti Holding 17 

 Egyptians Abroad for Investment and Development 18 

 B-Tech 19 

 Misr Chemical Industries 20 

 El Ahli Investment and Development 21 

 South Cairo & Giza Mills & Bakeries 22 

 El Ahram Co for Printing & Packing 23 

 Six October Development and Investment (SODIC) 24 
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 Gharbia Islamic Housing Development 25 

 Delta Construction & Rebuilding 26 

 Palm Hills Development Company 27 

 Medinet Nasr Housing 28 

 Naeem Holding 29 

 Egyptian Iron & Steel 30 

Table 3 Egyptian CSR Index for 2011  

Source: Egyptian Corporate Responsibility Centre (ECRC) 

 

These two tables were very useful to the study as were able to easily identify 

companies which are already reporting on their CSR activities. 

 Company Name Rank 

 Egyptian Company for Mobile Services (Mobinil) 1 

 Egyptian Transport  2 

 Orascom Telecom Holding (OT) 3 

 Ezz Steel 4 

 Raya Holding for Technology and Communications 5 

 Commercial International Bank (Egypt) 6 

 Citadel Capital 7 

 Egyptians Abroad for Investment and Development 8 

 T M G Holding 9 

 Telecom Egypt 10 

 Egyptian Iron & Steel 11 

 Alexandria Mineral Oils Company 12 

 Prime Holding 13 

 Natural Gas & Mining Project (Egypt Gas) 14 

 Elswedy Cables 15 

 Egyptian Financial Group – Hermes Holding Company 16 

 Egyptian Kuwaiti Holding 17 

 Orascom Construction Industries (OCI) 18 

 Universal for Paper and Packaging Materials (Unipack) 19 

 Six October Development and Investment (SODIC) 20 

 El Ahli Investment and Development 21 

 Namaa for Development and Real Estate Investment Co. 22 

 Egyptian Financial & Industrial 23 

 Sidi Kerir Petrochemicals 24 

 National Societe Generale Bank 25 

 Cairo Poultry 26 

 B-Tech 27 

 United Housing & Development 28 

 Grand Capital for Financial Investments 29 

 Development & Engineering Consultants 30 
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Egyptian Company for Mobile Services (Mobinil) 

This company was ranked first in the CSR Index Table for 2011 which to us was a 

good reason for wanting to start looking at what Egyptian companies disclose to 

the world in their CSR reports.  Mobinli is a Telecommunications company 

founded in 1998, it is 94% owned by France Telecom Company – Orange which 

has its annual reports and accounts for 2011 on the internet.  The company does 

not appear to issue a standalone CSR report but has a-two page information on its 

CSR activities in the annual report. In the section on CSR, it describes itself as “a 

responsible corporate citizen that is keen on giving back to community and 

protecting the environment. It does this by supporting social and cultural activities 

and promoting sustainable development in its communities. 

Ongoing CSR Initiatives 

Polio Vaccination Campaign which is organised through its partnership with 

UNCEF and the Ministry of Health. This initiative has been in place since 2006 and 

more than 12 million children were vaccinated as at October 2011. 

Young Innovators Awards Program (YIA) for the most Innovative University 

Graduation Projects. It includes telecom centred projects. It was reported that since 

it was set up, more than 3,000 students, researchers and engineers from different 

universities have received YIA awards or scholarships to support degree courses. 

Right of Every Egyptian Hand to Work (REEHW) 

REEHW Initiative was launched in 2011, it involves five large charity foundations 

and organisations in Egypt. The initiative aims to train and prepare 100,000 

Egyptians to obtain suitable jobs that would enable them to support their families. 

REEHW has successfully made progress in the following directions. 

 Funded 2,000 beneficiaries in need of micro-projects for example has 

trained Egyptians in the following areas sewing, handicrafts, and trade 

garments 

 Empowered and found job opportunities for people with disabilities. 

 Rehabilitated and empowered 120 blind people within 24 hours using 

Information Technology Services and Communicating with Braille. 

 Helped Egyptian Youths in collaboration with Injaz Egypt and it has 

sponsored ten small companies established by students from different 

universities. 

 Continues to contribute to Egypt’s Eco-Development through field 

programs and a network dedicated to support low income artisans, it 

aims to provide employment for 100,000 Egyptians. 

Give blood and help save lives 

This initiative works in collaboration with New Kasr El Aini Hospital Blood 

Transfusion Centre. The initiative involves a blood donation campaign where all 
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employees of Mobinil were given the opportunity to donate blood and help save 

lives. This initiative is about contributing to Egypt’s first social-media-driven 

humanitarian fundraising program called “Tweetback”. The program raised 1.3 

million EGP for Ezbet Khairahlah a sprawling unplanned community which was 

the rest of Egypt’s 2011 uprising. 

Results 

CSR reporting in many African countries is still embryonic. CSR is generally 

construed in many African nations as being about philanthropy, CSR is perceived 

by African corporate leaders as being about charitable donations to good causes, 

the ethical, environmental and legal perspectives of CSR have still to be embedded 

into corporate strategies by some indigenous African companies. Stakeholders in 

many African countries are still unsure of their rights in relation to the roles of 

corporations in these countries. African NGOs are not active enough in fighting 

for societal rights. Africans are having to rely on international NGOs to fight their 

causes for them. The media too are still ill informed in this respect.  

It is possible to see unimaginable differences between the way CSR is perceived 

and practiced by corporations operating in the same capital city of a country, albeit 

in different industries. The result of which is that corporate senior managers in 

these countries either have different priorities in the practice of CSR or there are 

disparities in knowledge of what CSR entails and what activities need to be 

included when demonstrating to the world at large that a company is socially 

responsible.  

In many of these countries, domestic companies operate side by side with foreign 

companies whose parent companies are mainly from the first world countries 

either in North America or West Europe, the reporting practices of these domestic 

companies on CSR and Sustainable Development are going to be influenced by the 

reporting practices of their foreign counterparts. This should hopefully help the 

domestic companies to move in the right direction with regard to their CSR 

activities and how they report these to their stakeholders.   
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A Celebration of unsung Heroes in Football –  

A Spotlight on Russia’s Leonid Slutski 

 

Nnamdi O. Madichie 

 

This study explores the exploits of Leonid Slutski - CSKA Moscow manager and 

Manager of the Russian National Football Team. The study is based on a general 

review of managerial exploits and football team performance at both the club and 

country levels. Primarily the study is based on personal observations and a review 

of the secondary data sources. The study highlights the impact of football 

managers/ coaches on team performance drawing upon case illustrations from 

“unsung heroes” which, by definition, include little celebrated managers such as 

Ronald Koeman (Southampton Football Club UK), Claudio Ranieri/ Nigel Pearson 

(Leicester Football Club, UK); and Christopher Patrick - aka “Chris” Coleman 

(former coach of Fulham, Coventry and now the Welsh National Football Team) 

to support the contention of the “unresolved question” of managerial sacks and 

team performance. The study is the first to explore managerial resilience from the 

Baltic context. It also provides a pioneering effort in exploring and celebrating 

management practices of football managers who are described as “unsung heroes” 

– with implications drawn from the exploits of Sir Alex Ferguson at Manchester 

United. 

 

Keywords:  Talent Management, Football club versus country, CSKA 

Moscow, Leonid Slutski 

 

Introduction 

Founded as Obshestvo Lyubiteley Lyzhnogo Sporta – Amateur Society of 

Skiing Sports (OLLS), CSKA Moscow has gone through five other name 

changes before settling for CSKA (Central Sports Club of the Army) 

Moscow in 1960. The club plays its home matches at the 18,630-capacity 

Arena Khimki and has been a major force in Russia for many decades 

having finished fourth in their debut Soviet Top League season in 1936. The 

club had also won the USSR Cup in 1945 and followed that up with league 

success a year later in 1946. Amongst its other achievements, CSKA 

Moscow was the first of five Soviet Top League titles in six years, winning 

the League and Cup double in 1948 and 1951 respectively. The club also 
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claimed the championship again in 1970, earning them a first appearance 

as a Russian side in the European competition. 

Although CSKA Moscow won the Soviet Top League in 1991, the team has 

struggled since the collapse of the USSR (Soviet Union) – it was not until 2003, 

under Valeri Gazzaev, that they finally won the Russian Premier-Liga. The 

club has claimed two more titles since, adding to five Russian Cups, but 

arguably their greatest achievement came in the UEFA Cup in 2005. CSKA 

Moscow became the first side from Russia to win a European title as they came 

from behind to beat Sporting Clube de Portugal 3-1 in the final in Lisbon. 

Such success can be attributed to the management of the team and hence 

the need to explore the leadership traits of the man at the helm in the recent 

team success – Leonid Viktorovich Slutski – a Russian professional football 

coach and a former player (albeit with a short playing career) who took 

over the reins at CSKA Moscow on 26 October 2009. This study explores 

the “role of managerial attributions in shaping an understanding of talent 

management and the effectiveness of talent management systems within 

the emerging market context” (notably Russia). This is considered in the 

light of the article on mid-season change of 4 games before and 4 games 

after the manager’s sack. This study draws inspiration from Bruinshoofd 

and Ter Weel’s (2003) ‘Manager to go?’ – as a theoretical backdrop for PFC 

Central Sport Club of the Army aka CSKA Moscow under the leadership 

of Leonid Slutski since 2009 to date. 

A review of the literature is undertaken at two levels – first a review of talent 

management based on the whether it is in its infancy or adolescence 

(Thunnissen, Boselie and Fruytier, 2013a); the relevance of context 

(Thunnissen, Boselie and Fruytier 2013b); a rethink of the giftedness and 

talent in sport (Tranckle and Cushion, 2006); and the mediators of talent and 

factors that affect successful talent identification and development (Turnbull, 

2013). Second, a review of team performance in sports – from the three-season 

comparison of match performances among elite youth rugby league players 

(Waldron et al., (2014), to understanding the work and learning of high 

performance coaches (Rynne and Mallett (2012); coaches’ learning and 

sustainability in high performance sport (Rynne and Mallett, 2014); environmental 

contexts and culture change in a professional sports teams (Rynne, 2013); short‐

term versus long‐term impact of football managers (Hughes et al., 2010); an 

econometric evaluation of the firing of a coach on team performance (Koning, 

2000); and more importantly seven reasons for CSKA’s regeneration (Rogovitski, 

2013). 

Talent Management: A Conceptualisation 

The literature on Talent Management (Al Ariss, Cascio, and Paauwe, 2014; 

Gallardo-Gallardo, Dries, and González-Cruz, 2013; Thunnissen, Boselie, Fruytier,   

2013a; Garavan, Carbery   and   Rock, 2012; Lewis and Heckman, 2006) have 
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highlighted the importance of the concept within organizations. While Lewis and 

Heckman (2006) undertook a critical review of the literature on talent  

management, Garavan, Carbery and Rock (2012) called for a mapping of talent 

development to fit the scope and architecture of organizations. Such mapping 

seems consistent with movement towards a pluralistic approach and the relevance 

of context (Thunnissen, Boselie, Fruytier, 2013b). It is in the light  of this search for 

context that this study seeks to explore a sport organization, CSKA Moscow,  with 

a  view to deriving a veritable approach to understanding how to grapple with the 

complexities within organizations (see Jacobson, 2010; Norman, 2014). Before 

delving into talent management in sport, however, it is only appropriate to get 

some clarification as to what the concept means in a general   context (see Table 1 

for an exploration of studies on this subject). 

According to Schon and Ian (2009) “the global war for talent” has gathered 

momentum in the  last  decade, having witnessed global changes that intensified 

the  competition  in  pooling  talent  internationally and thereby challenging 

aspects of  organizational development.  Similarly,  Chambers  et al. (1998; cited in 

Schon and Ian, 2009) proclaim that “better talent is worth fighting for” and 

McKinsey (2008) claimed that next 20 years would be very smart and demanding 

where technically literate and intellectually equipped people will be placed in 

driving seat of the subject matter. Citing McKinsey (2008), Khan, Ayub and Baloch 

(2013: 31) define talent as “the sum of a person’s abilities – his or her intrinsic gifts, 

skills, knowledge, experience, intelligence, judgment, attitude, character and 

drive.” This definition also includes  an individual’s ability to learn and grow. The 

global war for talent is also narrated by Richard et al. (2011) in their white paper 

for Development Dimensions International (DDI), which defined  talent as  a 

“mission critical process”  that  ensures  organizations have  the quantity and  

quality  of people in place to meet their current and future business priorities (see 

also Michaels, Handfield and Axelrod, 2001). 
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Please label this: Table 1 A brief selection of studies 

Paper/ Year Title Publication 

Grusky (1963) Managerial succession and 

organizational effectiveness. 

American Journal of Sociology: 

21-31. 

Khanna and 

Poulsen 

(1995) 

Managers of financially 

distressed firms: 

Villains or scapegoats? 

Journal of Finance, 50, 919–940. 

Doherty (1998) Managing our human 

resources: A review of 

organizational behavior in 

sport. 

Sport Management Review, 1(1), 

1-24. 

Koning (2000) An econometric evaluation of 

the firing of a coach on team 

performance. 

Mimeo, University of Groningen, 

September. 

Monk (2000) Modern apprenticeships in 

football: 

success or failure? 

Industrial and commercial 

training, 32(2), 52-60. 

Bruinshoofd and 

Ter Weel (2003) 

Manager to go? Performance 

dips reconsidered with 

evidence from Dutch 

football. 

European Journal of Operational 

Research, 148(2), 233-246. 

Tranckle and 

Cushion (2006) 

Rethinking giftedness and 

talent in sport. 

Quest, 58(2), 265-282. 

Beechler and 

Woodward 

(2009) 

The global “war for talent” Journal of International 

Management, 15(3), 273-285. 

Hughes, 

Hughes, 

Mellahi and 

Guermat (2010) 

Short‐term versus Long‐term 

Impact of 

Managers: Evidence from the 

Football Industry. 

British Journal of Management, 

21(2), 571-589. 

González-

Gómez, Picazo- 

Tadeo and 

García-Rubio 

(2011). 

The impact of a mid-season 

change of manager on 

sporting performance. 

Sport, business and management: 

An international Journal, 1(1), 28-

42. 

Tansley (2011) What do we mean by the term 

“talent” in talent 

management? 

Industrial and commercial 

training, 43(5), 266-274. 

Rynne and 

Mallett (2012) 

Understanding the work and 

learning of 

high performance coaches. 

Physical Education and Sport 

Pedagogy, 17(5), 507-523. 

Rynne (2013) Culture Change in a 

Professional Sports Team: 

International Journal of Sports 

Science and Coaching, 8(2), 

301-304. 



97 

 

 

Furthermore, the process covers all key aspects of an employee’s “life cycle,” 

selection, development, succession and performance management (see Richard et 

al., 2011). As these authors argue, there is a strong plea for better talent and better 

business performance where they revealed that high score in human capital posted 

higher stock market returns and better safety records (Richard et al., 2011). 

Similarly, Khan, Ayub and Baloch (2013: 34) pointed out that “talent management 

is not a democracy,” claiming that the concept was based on the contention that 

companies had to focus on their potential talent, rather than behaving neutrally 

for all employees. According to them, “potential employee, if deployed 

accordingly and rewarded in sophisticated way then in result he or she would be 

adding remarkably in the value creation of organization” (Khan, Ayub and Baloch, 

2013). Indeed, these authors specifically contended that: 

Organizations must focus on the classification between talents; it should hunt the 

talent, carve their potentials, and use their potential appropriately on the basis of 

strong commitments and long term affiliation (Khan et al. 2013: 35). With the 

passage of time, however, organizations must invest in it and provide all 

possible opportunities in the shape of trainings and developments and last but 

not the least, engage them in stretched assignments with justified 

compensations. Such practices definitely enhance the performance of 

professionals and their readiness will definitely be sharpened. In his review of 

Davies and Davies book on talent Management in Education, Madichie (2015) 

Shaping Environmental 

Contexts 

and Regulating Power: A 

commentary. 

Thunnissen, 

Boselie and 

Fruytier (2013a) 

A review of talent management: 

‘infancy or adolescence?’ 

The international journal of human    

resource management, 24(9), 1744-

61. 

Thunnissen, 

Boselie, and 

Fruytier (2013b) 

Talent management and the 

relevance of context: Towards 

a pluralistic approach. 

Human Resource Management 

Review, 23(4), 326-336. 

Ogbonna and 

Harris (2014) 

Organizational Cultural 

Perpetuation: A Case Study of 

an English Premier League 

Football Club. 

British Journal of Management, 

25, 667–686. 

Rynne and 

Mallett (2014) 

Coaches’ learning and 

sustainability in high 

performance sport. 

Reflective Practice, 15(1), 12-26. 

Waldron, 

Worsfold, Twist 

and Lamb (2014) 

A three-season comparison of 

match performances among 

selected and 

unselected elite youth rugby 

league players. 

Journal of Sports 

Sciences, 32(12), 1110-1119. 
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opined that “the key emphasis here is on leadership and this is outlined in the 

“stages of leadership development” as illustrated in five key stages 

encompassing (i) trust, (ii) empowerment, (iii) collaboration, (iv) alignment, 

and (v) transformation…” 

Citing previous research (Yeung, 2006; Ruppe, 2006; Dunn, 2006; Chugh and 

Bhatnagar, 2006; Lewis and Heckman, 2006; Lewis, 2005; Branham, 2005; 

Bennett and Bell, 2004), Beechler and Woodward (2009: 640) also argued that 

“trends for talent management, talent wars, talent raids and talent shortage, 

talent metrics retention and concerns for talent strategy are expressed in the 

literature, across various countries [including] China, India, and across Asia.” 

These authors (see Beechler and Woodward, 2009: 641) also pointed out that 

“various aspects of talent management are recruitment, selection, on-

boarding, mentoring, performance management, career development, 

leadership development, replacement planning, career planning, recognition 

and reward.” According to them, “competition and the lack of availability of 

highly talented and skilled employees make finding and retaining talented 

employee’s major priorities for organizations.” 

       Table 2. Interpreting Haskin 

Verbatim Reference Key Message 

“We can learn a lot about management from 

watching kids in action …” 

Shellenbarger (1999). Observe 

“Stories [help us understand] one thing in 

terms of another [as we] apply a story from 

one domain to another” 

Gargiulo (2002: 34, 

100). 

Stories or 

narratives 

“…the merits of far-ranging non-business to 

business analogies in order to shine light on 

less visible, perhaps slightly contrarian, 

business principles.” 

von Ghyczy (2003) Extrapolation, 

transferability 

Soccer is a “fitting metaphor […] for 

describing what business and leadership look 

like” 

Jenkins (2005:19); 

Madichie (2009). 

Fitting 

metaphor 

“[…] everyone wants to discuss something 

new and sexy – [we must not, however] 

leave the basics behind” 

Whitehead, (2011:15). Sticking to the 

basics 

In a world where many make management 

“more complicated than it needs to be” 

…business leaders who execute best “know 

how to simplify things…” 

Nottage (2004: 26) 

Bossidy and Charan 

(2002: 70) 

Simplicity 

 

In order to attract and retain the best talent anywhere in the world, an 

organization must have a strong and positive employer brand (Brewster et 

al., 2005). Talent has become the key differentiator for human capital 

management and for leveraging competitive advantage. Further, Pfeffer 
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and Sutton (2006) reflect that the typical HRM/talent mindset, which looks 

at performance results as an opportunity for an “assessment” of ability, 

leads to lower performance and unhappy staff who do not fulfil their 

potential and thus would reflect low talent engagement – an area which 

needs a special research focus (see Fombrum, 2006). Silvanto and Ryan 

(2014: 102) also recently argued that “the global migration and movement 

of talent plays an important role in the economic growth and 

competitiveness of many nations.” 

Talent management in sports 

In their paper “Manager to go?” Bruinshoofd and Ter Weel (2003) examine 

whether the forced resignation of managers of Dutch football teams leads 

to an improvement in the results and reached the conclusion that 

“conclude from this that sacking a manager seems to be neither effective 

nor efficient in terms of improving team performance” (see p. 233). These 

authors set out to investigate a particular, and arguable unique 

‘‘experiment’’ by investigating hiring and firing policies of Dutch football 

teams in order to observe whether it was justified that managers were set 

aside due to poor (short-run) performance (see Bruinshoofd and Ter Weel, 

2003: 234). According to them, “during the period 1988– 2000, there have 

been 125 turnovers in the highest Dutch football league for a diversity of 

reasons. Taking into consideration that there are 18 teams in the Dutch 

football league this means that each team had on average seven managers 

in this period.” 

Khanna and Poulsen (1995) investigate such cases for firms, which are in 

financial trouble. These firms appear to sack managers, who cannot be fully 

blamed for poor performance. As Bruinshoofd and Ter Weel (2003: 235) 

pointed out: The intriguing ‘experiment’ [in their study, was that the] 

‘treatment’ group consists of managers, who have been forced to resign 

because of disappointing results; the ‘control’ group consists of managers, 

whose position we define as ‘sackable’, but who  have  remained in control. 

Indeed, these are situations in which the performance dynamics are 

comparable to those after which managers have been forced to resign due 

to poor performance. Consequently, the authors suggest that “sacking a 

manager after poor performance does not lead to an improvement in team 

performance.” According to Bruinshoofd and Ter Weel, 2003: 245) “an 

unresolved question is why managers are sacked if it does not materially 

improve performance. For football our results suggest that it is not his 

experience (stay at the team) or the ability to deal with performance dips.” 

As far as the measurement of performance goes Bruinshoofd and Ter Weel 

(2003: 236) argue that in “the league tables, team performance is measured 

by the number of points obtained during an entire season. During a season, 

this variable is strictly non-decreasing (excluding extraordinary penalties 

by the football association). Measured in total number of points earned, 
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performance can increase or stagnate, but never decrease.   In illustrating the 

pre-sack dip, we prefer a performance measure that can decrease when 

performance stagnates. In addition, the ‘‘shock effect’’ implies that we are 

looking at a period of time shorter than a full season of football, or 

accumulation of results to date. 

Koning (2000) went beyond the “short-run analysis” by taking into 

consideration a longer time horizon, comparing performance in all games 

(during the season) prior to resignation with performance in all games 

(during the season) after resignation. He concludes that performance did 

not, by default, increase due to forced resignations orchestrated by the 

board or top management. As he points out, the board of a football team is 

inclined towards a much shorter time horizon – sometimes as short as the 

immediate effect in the first game after resignation (see Koning, 2000). 

Indeed, Koning (2000) observed that only 3 out of 10 (or 30 percent) of 

successors to a sacked manager had won their first game, whereas 3 or 

more (about another 30 percent) only managed a draw. This also suggests 

that there is no conclusive evidence of an immediate ‘shock effect’ after 

sacking a manager. In the case of voluntary resignation, 4 out of 10 (about 

40 percent) successors managed to win the first game and 2 (or 20 percent) 

managed a draw. These percentages have implications for performance 

expectations vis-à-vis actual results following managers’ sack. As 

Bruinshoofd and Ter Weel (2003: 238) point out: “…in terms of performance 

we observe three distinct features prior to forced resignation: performance is 

not extremely good to begin with; it declines sharply over a four-game period; 

and, it ends up at a low level. We apply these criteria to all teams and all 

seasons to identify those instances in which a four-game period exhibits these 

three characteristics.” These four pre- and post-succession are illustrative 

gauges for performance related sacks. As Bruinshoofd and Ter Weel, 2003: 

245) put it: 

It turns out that would the manager have been allowed to stay, he would 

have done slightly better than his successor in improving performance. 

This is an important result for two additional reasons. First, it seems to 

become clear there is no such thing as a ‘shock effect’ […] the sacking of a 

manager seems to be a costly way of signaling there might be something 

wrong with the team […] the manager is often assigned as the scapegoat 

when performance is temporarily poor […] Secondly, in large companies, 

CEOs are often blamed for poor performance. The aforementioned 

‘scapegoatism’ is related to the leadership versus managerial qualities of 

those at the helm of organizations both within and outside of sports 

organizations. 

Case Illustrations 

In a bid to situate the exploits of the silent managers such as Slutski, 

illustrations are drawn from other silent and/ or salient managers that have 
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been able to demonstrate some talent management skills such as the likes 

of Ronald Koeman of Southampton, recently sacked José Mourinho of 

Chelsea, and the troubled Luis Van Gaal of Manchester United (all at the 

time of conducting the study 

– Mourinho has since replaced Van Gaal at Manchester United). 

Ronald Koeman 

In a recent article Lea (2015) opined that “for the second year running, 

Southampton lost key players in the summer, but rather than panic, they 

simply kept faith with the philosophy that had already served them so well.” 

He went on to add that the departure of key talents from the club, had robbed 

“the south- coast club of three talented stars approaching the primes of their 

careers.” A year earlier, Southampton lost even more first-team players: Rickie 

Lambert, Dejan Lovren, Adam Lallana, Calum Chambers and Luke Shaw all 

moved on to pastures new. Mauricio Pochettino, the manager, also left, for 

Tottenham, leading many to predict Southampton would face a relegation 

battle. That they were never threatened by relegation, and actually spent much 

of the campaign challenging for  a UEFA  Champions  League  spot, is 

testament to the fine work done by Pochettino’s successor, Ronald Koeman, 

and the long-term planning, direction and infrastructure in place behind the 

scenes. Southampton have long given the impression that they are routinely 

thinking two steps ahead. Potential replacements for players likely to leave are 

earmarked months before bids are submitted, with the continent also scoured 

for managers   who might fit the bill should the position at Southampton 

suddenly become vacant. There is a thriving analytics department that seeks 

out the marginal gains that are seen to be of critical importance in modern 

sport, with another group of staff dedicated to recruitment.  Southampton’s 

academy, meanwhile, is arguably the best in England, with Gareth Bale, Theo 

Walcott, Alex Oxlade-Chamberlain, Lallana and Shaw among its most notable 

alumni. 

Les Reed, the executive director of football, is responsible for ensuring the 

operation runs smoothly and that Southampton’s work in different areas is 

coherent and coordinated. It has been described as “an eminently sensible 

way of running a Premier League club in the modern era, where the 

average tenure of managers decreases almost year on year. The set-up is 

sacrosanct at Southampton, with incoming individuals forced to fit into a 

pre-existing structure” (see Lea, 2015). Such a system prevents an over- 

reliance on a single figure, and means that when coaches or players move 

on the established way of working does not follow them through the exit 

door. One illustrative lesson may be learned from Southampton, where, as 

Lea (2015) opined: 

Continuity is paramount. The approach has brought a great deal of success 

in recent years; it is easy to forget that Southampton were competing in 
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League One, England’s third tier, as recently as 2011. After a difficult start 

to the current campaign, Koeman’s side have been excellent of late, losing 

just one of 10 top-flight games since mid-August. Arguably one of their best 

performances came in their Boxing Day 4-0 (which could have easily been   6-

0) drubbing of Arsenal (in second position in the leagues after 18 out of 38 

games for the 2015/ 2016 season). Indeed, the terrific run of Southampton 

under Koeman, has ensured that they are now in twelfth place, ahead of 

embattled champions Chelsea (see Lea, 2015).  Whether, or  not,  an  unlikely 

place in the Champions League is achieved, the likes of Shane Long, Sadio 

Mane, Virgil van Dijk, and Victor Wanyama amongst others, are sure to attract 

attention  from  elsewhere  next summer. Koeman, too, has won plenty of 

admirers and could be a target for a major European side in need of a manager 

ahead of the 2016/17 campaign. His current employers will not panic if he 

decides to move on; that is simply not how they work. As another push for 

European football gathers pace, Southampton continue    to act as a shining 

example for similar-sized clubs to emulate (Lea, 2015). 

José Mourinho “The Special One” 

Described as the underdog who became an over-dog, José Mourinho, son 

of a Portuguese goalkeeper who never made it himself as a player and got 

his break as an unknown thanks to Sir Bobby Robson, the former England 

manager. In charge at Sporting Lisbon in the mid-1990s, Robson took a 

shine to “this young, good-looking ex-schoolteacher who spoke very good 

English” and took him under his wing, first in Portugal and then at 

Barcelona. In Catalonia, Mourinho’s supreme facility with languages led to 

a translator’s post, then a coaching role and finally the offer of a managerial 

job in Portugal. Twelve years on, he hasn’t stopped running since. In 

happier times, Mourinho went nine years without losing a single home 

game. Arguably Mourinho can be incredibly self-centered but his trophy 

count is a good indication why, in Luís Lourenço’s biography, there is a 

foreword by Manuel Sérgio, the professor when a young Mourinho was 

taking a sports science degree, acclaiming him as “a coach of the stature 

that Maradona and Pelé were as players”. Mourinho, at his best, collects 

silver in the way other people collect stamps (Taylor, 2015a). He is a trophy 

machine and it would be absurd to think he will not be offered a quick 

return to the sport. 

As Ronay (2015) points out, Mourinho’s methods were progressive. In the 

four-square world of English football his minor tactical shifts – the rejigging 

of the midfield, the sole striker – were effective. But it was his uniquely 

“unignorable” presence that led the way. At Old Trafford in his first season 

he stood in the tunnel and shook every Manchester United player’s hand 

as they ran out, congratulating these slightly bemused-looking senior pros 

on the basic achievement of getting to play in his presence. Chelsea won 2-

1. Banned from the touchline against Bayern Munich, he allegedly hid 
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himself in a laundry basket and was wheeled into the dressing room to 

give his team talk. 

José Mourinho’s first departure from Chelsea, after a falling-out with 

Abramovich, left him unscarred. He went on to glorious success with 

International in Milan. But already a kind of built-in managerial obsolescence 

was starting to show. Thrilling, magnetic, relentlessly challenging 

personalities can also be rather draining. At every club, Mourinho has seemed 

to suffer what has been called “third season syndrome” a kind of scorched 

earth effect. His behavior has been disturbing at times. At Madrid, he was 

caught on film poking a Barcelona coach in the eye during a side-line 

scuffle. Feuds with fellow managers, opponents and now even his own 

players have become increasingly personal and poisonous. 

Ronay (2015) also highlights that, “After Chelsea sacked the obstreperous 

Portuguese, English football has to say goodbye to the sport’s most gloriously 

hyperbolic figure, again.”  Indeed, the recent description of José Mourinho is 

rather instructive. As Taylor (2015a) recently reported, the “story of 

Mourinho’s career [as] a succession of brief and sometimes wild flings without 

ever settling into a long- term relationship. Yes, the sex can be amazing at first 

– but the split is not always amicable.” Ronay (2015) pointed out that while 

“most managers get 10 years at the very top. Mourinho has had 12.” For a man 

who is essentially a self-made phenomenon, powered by brains and chutzpah, 

by always being the smartest and most provocative guy in the room, it has 

been a draining and indeed diminishing run of success.” 

According to him, Mourinho won the Champions League with Porto in 

2004 and was headhunted by Roman Abramovich, Chelsea’s ambitious, 

financially incontinent new owner. A lolling, purring, supremely confident 

figure, he famously announced at his first Chelsea press conference that 

summer that he was “special” (see Ronay, 2015). And so, he was, the first 

really modern celebrity-superstar manager, who found in England a very 

receptive new home. Mourinho’s response to the challenge of managing 

empowered superstar players was to look and dress and speak like their 

much cooler, cleverer richer older brother. He sought the spotlight, in part 

as a way of drawing attention from his players, in part simply because he 

liked it. In his first season in England he was voted GQ’s Man of the Year 

and the sixth sexiest man alive by a panel chaired by Elton John and 

Claudia Schiffer.4 

As Taylor (2015)5 points out, “perhaps the saddest part, now José 

Mourinho has been sent to the guillotine, is that everything has unraveled 

so quickly that it will not be hugely popular to say in his defense that he 

still belongs to the small and exclusive band of managers whose 

achievements give him authentic greatness.” Mourinho has learned the 

hard way that managers, like players, have spells of good and bad form 
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and, ultimately, it has cost him his job. Yet we should still recognize what 

we are dealing with here. Without greatness, there is no fall, no tragedy. 

How else can we categorize a manager who has won eight league 

championships in four different countries, the European Cup with two 

clubs, the UEFA Cup, the FA Cup, three League Cups, the Spanish Cup, the 

Italian Cup and so many manager of the year awards it is difficult to keep 

track. Taylor (2015a) sums up thus: 

All that can really be said for certain is this was supposed to be the season 

when Mourinho showed he was capable of creating a dynasty at Chelsea. 

Sir Alex Ferguson lasted 26 years at Manchester United. Arsène Wenger is 

approaching two decades in the job at Arsenal. Mourinho? He took offence 

to the suggestion everything tended to unravel in the third season but, once 

again, we are at the same stage, with the same questions and suspicions. It 

happened at Chelsea in his first stint, it divided Real Madrid into a state of 

civil war, and it partly explained why United took a long, hard look when 

they needed someone to replace Ferguson, then turned the other way. This 

is the story of Mourinho’s career: a succession of brief and sometimes wild 

flings without ever settling into a long-term relationship […] It is the one 

challenge that has always been beyond him and, at this stage, the 

overwhelming conclusion is that will probably always be the case. According 

to Taylor (2015b), Manchester United will want assurances from José 

Mourinho that he understands the club’s traditions and is willing to fall into 

line if they decide that the former Chelsea 

 

4 According to Ronay (2015) “Portuguese Man of Phhhwoaaaaaaaar” was 

the Daily Mirror headline above a 2005 profile of this “ruggedly handsome, 

intelligent, rich suave sophisticated ... dark and brooding enigma.” Before 

long, Mourinho was pictured kicking a ball around gravely with Shimon 

Perez in an – apparently doomed – attempt to summon peace in the Middle 

East. Despite his sack, however, offers will come, perhaps from the Football 

Association should England need a new manager after the summer’s 

European Championships. Mourinho is unlikely to accept such a low-

throttle option, even if currently his own status is hard to gauge, a superstar 

entity that is either in a process of terminal decline or periodic 

retrenchment. Meanwhile his recent replacement and former sacked 

compatriot at the same Chelsea, The Dutch coach Guus Hiddink is back at 

the helm of affairs in what has become the musical chairs attributed to the 

Club.5 http://www.theguardian.com/football/blog/2015/dec/17/jose-

mourinho-great-manager-flaws-chelsea-sacked manager should take over 

from Louis van Gaal.6 While the club are giving serious consideration to 

moving out the Dutchman after three damaging defeats in a row, there is 

still concern at the highest level of Old Trafford about Mourinho’s 

managerial style and specifically the elements of his work that led them to 

http://www.theguardian.com/football/blog/2015/dec/17/jose-mourinho-great-manager-flaws-chelsea-sacked
http://www.theguardian.com/football/blog/2015/dec/17/jose-mourinho-great-manager-flaws-chelsea-sacked
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decide against employing him when Sir Alex Ferguson retired in 2013 

(Taylor, 2015b). Manchester United were acutely aware of Mourinho’s 

strengths but also mindful about the amount of conflict he tends to 

generate, as well as his reluctance to promote younger players. Ferguson 

regularly attracted controversy and had a fractious relationship with the 

Football Association but the feeling at Old Trafford is that Mourinho goes 

even further with his own outbursts and, in the worst moments, brought 

Chelsea into disrepute, leading to a one-match stadium ban earlier in the 

2015/ 2016 season.7 

Leonid Viktorovich Slutski 

“It is true. I got the injury at 19 when I was climbing a tree looking for a 

neighbor’s cat. I ended up as a hero in my village because I saved the cat. 

Unfortunately, I also fell out of the tree and injured my knee.”8 

Compared to other football coaches such as Sir Alex Ferguson and José 

Mourinho (recently sacked Chelsea manager), there isn’t much to say about 

Leonid Viktorovich Slutski apart from the fact that he was born 4 May 1971 

in Volgograd; is a Russian professional football coach and a former player 

(albeit with a short playing career as captured in the above quote), and 

currently coaches CSKA Moscow – a job he has held since 2004. 

The above is against the backdrop of a short professional career, which spans 

Krylia Sovetov in order to replace Juande Ramos (from Spain) at the CSKA 

helm. In December 2009, under Slutski, CSKA reached the knock-out stage of 

the Champions League for the first time in the club’s history, before being 

knocked out by José Mourinho’s Inter Milan in the quarter-finals. Two years 

later the achievement was repeated, when CSKA defeated Inter Milan at the 

San Siro in the last game of the group stage. It was also under the guidance of 

Slutski, CSKA Moscow reached the UEFA Champions League quarter-finals 

for the first time in 2010, and have lifted the domestic cup twice. 

Towards the 2012/13 season Slutski strengthened the team defense and re-

organized the attack, which helped the team set a record of 15 games 

without conceding, and to win all the games where the team scored first, 

resulting in a championship.9 Overall, in terms of achievements, CSKA 

Moscow won the Russian Premier League in 2012/2013; the Russian Cup 

in 2010/2011 and 2012/2013; as well as the Russian Super Cup in 2012/2013. 

Discussions 

Talent management in sport has grown over the last decade with the 

constantly revolving chairs in the recruitment and retention of players and 

coaches in a range of sports from Rugby, through hockey to football. In the 

case of the UK, while Arsenal Football club has been renowned for 
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grooming players for loans, transfers and outright sale to other clubs 

notably  

Manchester City, Chelsea football club has been a notable example in the 

turnover of managers. For the purpose of this study, however, unlike the 

recruitment and retention and/ or talent management of players, the focus 

has been on managers and their talent management skills. These skills may 

be attributed to management and/ or leadership skills of the profiled 

managers from Ronald Koeman at Southampton through Jose Mourinho 

at Chelsea to Leonid Slutski at CSKA Moscow – an outlier to the English 

League. Talking about management vis-à-vis leadership skills, Haskin’s 

study highlighted some key leadership traits in football such as patience, 

dexterity, improvisation, defiance and/ or risk-taking, opportunity 

recognition especially of unoccupied spaces, as well as having a clear 

strategy (see Table 2). Starting 

6 Meanwhile Man United are deliberating about how long Van Gaal should 

be given after a sequence of three wins out of the last 13 games has caused 

the club to fall to sixth place in the Premier League table – a position that 

would mean Europa League football next season – and nine points off the 

top. 

7 Equally, we are entitled to ask serious questions of him now his second 

spell at Chelsea has gone the same way as the first, and it is legitimate to 

wonder whether all the various bees in his bonnet had started to buzz so 

out of control he simply could not handle it when his team lost their way. 

8 Leonid Slutski, CSKA Moscow coach (On the bizarre end to his playing 

career). 
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Table 3 Lessons and Scenarios 

Lessons Scenarios 

# 1. Be deliberate, be patient Unlike other games delineated by a prescribed 

length of time, I learned early on that the soccer 

clock has two unique aspects. First, it really never 

stops. It does not stop after goals, or when the ball 

goes out of bounds, or even when a player appears 

injured. Thus, players cannot and do not run at full 

speed for the entire game. Rather, the game has a 

flow that is at times at full speed, but most of the 

game exhibits a deliberate, patient pace. 

# 2. Develop perseverance, 

determination, and grit 

The first four opponents were not any taller, faster, 

stronger, or more skilled than my son and his 

teammates. All four, however, won. Each game was 

close until the second half. The opponents were in 

better condition and they were able to play with just 

as much intensity, bursts of acceleration, and 

crispness at the end of the game as they had at the 

beginning. 

# 3. Acquire a unique dexterity 

and ambidextrousness 

Most American children learn through basketball, 

baseball, and American-style football to dribble, 

pass, catch, shoot, and hold onto a ball with their 

hands. Unfortunately, as soccer captures their heart, 

it is not unusual to see most six- year olds, as a 

soccer ball arcs toward them, reach out and catch it 

or knock it away with their hands – it is instinctive. 

The best players were the ones who transitioned the 

quickest to dribbling, passing, catching, shooting, 

and controlling a soccer ball with their feet. 

# 4. Be prepared to re- direct Soccer was once described as a game of “legs and 

lungs.” This is more true if “and head” is added. No 

other youth sport uses a player's head to so great an 

extent. Sure, there are the physical aspects – winning 

balls in the air, deflecting shots, and thwarting an 

opponent's attack all with a timely header. With few 

time outs for coaching, and with teammates in 

constant motion, players must think for themselves, in 

real time. The best teams knew when to push up, 

when to switch the field, when to overlap, or when 

to attack. 
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# 5. Dare to improvise Chris knew when to let an incoming pass continue 

through his legs. Greg and Michael always seemed 

to seize the right moment for a give and go. And, 

Daniel knew when to juggle the ball for just a split 

second to gain control and then send it to the right 

wing where Steven had a step on his defender. 

None of these moments were scripted. None were 

in a play book. None were in response to a coach’s 

side-line call. Players simply had a feel for how best 

to respond to unfolding circumstances, perceiving a 

promising moment for using their creative skills. 

# 6. Discover the unoccupied 

spaces 

The space occupied by 22 young soccer players and 

one soccer ball is less than one percent of a soccer 

field’s physical area. There is lots of open space that 

offensive players must scan to exploit and that 

defenders must protect. As best as I can tell, Wal-

Mart, and its imitators, do not limit themselves to 

the retail landscape they will use…all open spaces, 

and many ineffectively occupied spaces, appear to 

be in their sights. 

# 7. Turn defense into offense Sometimes the best offensive weapon on the team 

was Jake, our stout defenseman. He could blunt an 

opponent’s up-field thrust and start an offensive 

fast break. Jake knew when to lead his defender 

teammates to midfield where they could receive 

drop-back passes to switch the field or intercept the 

opponent’s attempts to clear the ball. There were 

many games when our defenders were critical to 

the team’s offense. 



109 

 

9 http://www.sports.ru/football/148961733.html 

With the ‘patience’ element, he argues that unlike other games delineated 

by a prescribed length of time, the football clock has two unique aspects. 

First, it really never stops. It does not stop after goals, or when the ball goes 

out of bounds, or even when a player appears injured. Thus, players 

cannot, and do not run at full speed for the entire game. Rather, the game 

has a flow that is at times at full speed, but most of the game exhibits a 

deliberate, patient pace. 

Lessons Scenarios 

# 8. Define the rules often 

and clearly 

William arched a long, down-field pass to a sprinting midfielder who 

took a powerful shot that whistled past the goal keeper’s ear. It was 

an exciting moment. Alas, the side judge waved his flag. No matter 

how spectacular, no matter the score, no matter how precise the pass, 

the goal was negated by the midfielder being off side. The rule is 

simple and there is nothing to be gained by breaking it.   In practice, 

the kids were taught the rule … reminded of the rule … and instructed 

to play by the rule. There are not many rules in soccer that constrain 

play – the off- side rule, however, is one of them. 

# 9. Do not let others, or 

an historical mindset, 

define you 

The state quarterfinal game was played on a field outlined across 

adjacent baseball fields. The edges of the goal keeper’s box were 

barely two steps from the side-lines and the midfield circle nearly 

touched the top of the 18-yard line. Our team had played on fields 

earlier in the season that had an uphill and a downhill end; some 

that were much larger than their home field; some that were mostly 

dirt; some that were smooth while others were not; and some 

whose chalk lines were hard to see. Youth soccer fields seemed to 

come in all sizes and conditions. The pre-game walkabouts were 

critical to develop a physical context for the game. They had to 

relinquish the home-field context etched in their minds. 

# 10. Be defiant to a point 

– some dissent is 

healthy 

It is important to be clear – there is no room for knowingly breaking 

laws or being disrespectful of people in (or out of) authority. And, yet, 

those two fundamentals leave room for politely, and in an informed 

manner, taking on the role of a “devil's advocate”, declaring 

dissenting views, and even sometimes being disobedient.  There is 

nothing wrong with offering a warning to one’s leaders or colleagues 

– e.g., the business should move slower, study a scenario more, re-

consider this, or refrain from doing that. Most managers prefer 

having to consider ways to assuage an employee who asks probing, 

provocative, poignant questions rather than repeatedly trying to 

motivate an unengaged one. 

# 11. 

Wh

ere  

wo

men

? 

Are the The score was tied with our cross-town rival. In the second half, 

our team’s offensive probes had come to naught. Suddenly, our 

midfielder faked a dribble to the left causing the defender to lean 

right. Maggie quickly moved in the opposite direction, speeding 

past the defender with a breakaway. At the top of the box, she shot 

the ball towards the upper right corner of the net. Goal! We won! 

Maggie was the heroine! Maggie moved on – she did not try out 

for the team the next year. No one seemed to know why. Maybe it 

was simply the age of the kids, the difference in neighborhoods, 

priorities, friends, or other interests arising. 

http://www.sports.ru/football/148961733.html
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The implications of this are clear – longevity, long-term strategy and 

dexterity are of the essence. No manager better exhibits this trait than Sir 

Alex Ferguson and his reign at Manchester United (see Elberse, 2013). 

When it comes to the second element, dexterity, Haskin pointed out that 

“the best players were the ones who transitioned the quickest to dribbling, 

passing, catching, shooting, and controlling a ball with their feet. This is 

closely related to improvisation, which was expressed in terms of “daring 

to improvise,” and described by Haskin as “the headiness the best players 

possessed.” 

According to him (see Haskins, 2013: 926): Lance was great with heel passes 

at just the right moment. Chris knew when to let an incoming pass continue 

through his legs. Greg and Michael always seemed to seize the right 

moment for a give and go […]. None of these moments were scripted. None 

were in a play book. None were in response to a coach’s side-line call. 

Players simply had a feel for how best to respond to unfolding 

circumstances, perceiving a promising moment for using their creative 

skills. 

Defiance has more to do with risk-taking whether it is in terms of receiving 

a booking, being sent off (in the case of players) or perhaps getting sacked 

by the management (in the case of coaches). As Haskins (2013: 931) points 

out: 

“It was a hard slide tackle, just short of connecting with the ball. Mitch got a 

yellow card. David went high for a header, inadvertently elbowing his 

opponent. He got a yellow card. Jason had been tugged on all game long – 

he said something unkind to the referee. He got a yellow card. Roger could 

not stop – he knocked the opponents’ goalie off his feet. He got a red card 

and was ejected. David went up hard for a header, elbowing his opponent 

… again! He got a second yellow card which immediately turned into a red 

card. He and Roger were now on the bench for the remainder of the game 

and the next. For the rest of this game, the team played with two fewer 

players than the opponent. We lost”. 

Finally, it is appropriate to have a clear strategy, be it plan A or plan B in 

case the script on the field of play changes (as it more often than not, does). 

Haskin highlights this in terms of “define the rules often and clearly,” 

where he explained that (Haskin: 2013: 929): No matter how spectacular, 

no matter the score, no matter how precise the pass, the goal was negated 

by the midfielder being off side. The rule is simple and there is nothing to 

be gained by breaking it. In practice, the kids were taught the rule … 

reminded of the rule … and instructed to play by the rule. There are not 

many rules in soccer that constrain play – the off-side rule, however, is one 

of them. 
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Similarly, the label he proposes, “do not let others, or an historical mindset, 

define you,” has implications beyond having to embark upon “pre-game 

walkabouts […] critical to develop a physical context for the game” and having 

to “relinquish the home-field context etched in their minds.” We have seen 

how complacency at Chelsea led to the sack, for the second time, of a true 

trophy winning manager, Jose Mourinho. This could be interpreted as taking 

every game as seriously as the past or next. The bottom- line in this context is 

determination, resilience and consistency – some of these themes are recurrent 

in both Rogovitski (2013) assessment of CSKA Moscow as well as in Elberse’s 

(2013) assessment of Sir Alex Ferguson’s Formula for Manchester United. 

In highlighting the morale of the story from Haskin’s study, some key 

points that sum up the leadership traits include traits such as having a clear 

strategy especially in the traits that have also been identified in 

entrepreneurship discourse – i.e. risk-taking (consistency of selection; 

Vágner Love’s return), opportunity recognition (transfer market savvy; 

failure of opponents), dexterity (beating the bottom half; Elimination from 

Europe), and patience (patience with the coach). Starting with the 

entrepreneurial (or perhaps intrapreneurial) trait of “risk-taking,” 

Rogovitski clearly highlighted that “the backbone of the team (CSKA 

Moscow) has remained constant for many years, with the defense, 

especially, undergoing minimal changes over recent campaigns” 

(consistency of selection) – see Table 3. 

The ability of CSKA Moscow to retain the likes of Akinfeev, Honda and 

Dzagoev meant there was no major reshufflings – and that trio’s 

consistency was key to title glory. Furthermore, resigning an ex- player or 

“ex-Army man” (Vágner Love’s return), which is normally considered in 

risk even if not uncommon in football, did contribute to the team’s success 

as he “demonstrated what a top player he is […] Scoring five times after 

the mid-season break” (see Rogovitski, 2013). 

Secondly, where opportunity recognition is concerned, CSKA Moscow 

comfortably got the most out of the transfer market in terms of quality-to-

price ratio (transfer market savvy). As Rogovitski (2013) put it: Signings like 

Brazilian right-back Mário Fernandes and Sweden duo Rasmus Elm and 

Pontus Wernbloom did not just add strength-in-depth; they became integral  

players, with the latter particularly impressing throughout the campaign. All 

arrived with sensible price tags and made far greater impacts than some of the 

big-money buys elsewhere in the Premier-Liga. Another opportunity 

recognition element is the ability to capitalize on the failure of opponents 

“…this year the ‘Army Men’ did not falter and took full advantage when Zenit 

lost crucial ground with away draws against FC Kuban Krasnodar and FC 

Rostov.” This trait is like “dexterity” and/ or improvisation, which translate 

into having “no room for complacency” – another recipe for success. As we are 

told in the particular case of CSKA Moscow, “the championship was not won 

in games against direct rivals [but through the] ability to put away weaker 
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opponents (i.e. beating the bottom half) without mercy.” We are also told 

how the painful elimination (i.e. elimination from Europe) of CSKA 

Moscow from the UEFA Europa League play-offs proved a blessing in 

disguise, as Slutski’s men refocused and fought successfully (see Tables 5 

and 6). 

Table 4. Rogovitski 7-pointer 

 

Reasons Description 

Transfer market 

savvy 

CSKA got the most out of the transfer market in terms of quality-

to-price ratio. Signings like Brazilian right-back Mário Fernandes 

and Swede duo Rasmus Elm and Pontus Wernbloom became 

integral players having arrived with sensible price tags  than 

elsewhere in the Premier-Liga. 

Consistency of 

selection 

The backbone of the team has remained constant for many 

years, with the defense, especially, undergoing minimal 

changes over recent campaigns. Their ability to keep the likes 

of goalkeeper Igor Akinfeev and playmakers Keisuke Honda 

and Alan Dzagoev meant there was no major reshuffling – and 

the trio’s consistency was key to title glory. 

Failure of 

opponents 

CSKA were seven points ahead of Zenit at one stage but only 

managed a third-place finish. Lessons learned? CSKA did not 

falter and took full advantage when Zenit lost away against FC 

Kuban Krasnodar and FC Rostov. 

Beating the bottom 

half 

The championship was not won in games against direct rivals 

– for instance, CSKA took just a point from matches against 

Zenit – but thanks to an ability to put away weaker opponents 

‘without mercy.’ 

Vágner Love's 

return 

Many doubted the wisdom of re-signing the tempestuous 

Brazilian, but the 28-year-old forward demonstrated his worth 

by scoring 5 times after the mid-season break – supplementing 

an attack that already boasts the likes of Ahmed Musa and 

Seydou Doumbia. 

Elimination from 

Europe 

Without the biggest squad, CSKA’s painful August departure 

from the UEFA Europa League play-offs proved a blessing in 

disguise. With just domestic matters to concentrate on, Slutski’s 

men refocused and fought successfully on two fronts. 

Patience with the 

coach 

As Slutski admitted after CSKA’s loss to Swedish side AIK in the 

Europa League play- offs, “I have asked to leave several times 

already.”  However, his resignation was refused and he went on 

to prove his worth. According to official CSKA sources, “Slutski  

is a clever person, he learns from his and others’ mistakes.  CSKA 

were close to winning the title last year but the team were not 

good enough in the end. Now everything’s worked out.” 
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Table 5. CSKA Moscow Ten-year European record 

 

Year/ Season Record 

2014/2015 Group stage 

2013/2014 Group stage 

2012/2013 UEFA Europa League play-offs 

2011/2012 Round of 16 

2010/2011 UEFA Europa League round of 16 

2009/2010 Quarter-finals 

2008/2009 UEFA Cup round of 16 

2007/2008 Group stage 

2006/2007 UEFA Cup round of 32 

2005/2006 UEFA Cup group stage 

 

Note: UEFA Champions League unless indicated otherwise Source: UEFA. 

Retrieved from: 

http://www.uefa.com/uefachampionsleague/season=2016/clubs/club=5426

6/profile/index.html# 

 

A final identifiable trait was the gesture made by Slutski offering to step down 

(patience with the coach) is a humble gesture especially if personal targets are 

not achieved within time frames. For example, Slutski’s gesture, “I have asked 

to leave several times already,” even though declined, seemed to pay- off in 

the end – “debunking earlier criticism that he didn’t have what it takes to 

win a championship.”10 

10See Rogovitski (2013) Retrieved from: 

http://www.uefa.com/memberassociations/news/newsid=1957684.html# 

 

 

 

 

 

 

 

http://www.uefa.com/uefachampionsleague/season%3D2016/clubs/club%3D54266/profile/index.html
http://www.uefa.com/uefachampionsleague/season%3D2016/clubs/club%3D54266/profile/index.html
http://www.uefa.com/memberassociations/news/newsid%3D1957684.html
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Table 6. Leonid Slutski’s Match Log 2015 

 

Date Competition Phase Team A Score Team B 

28.07.2015 UEFA 

League 

Champio

ns 

Third qualifying 

round 

CSKA Moskva 2-2 Sparta 

Praha 

05.08.2015 UEFA 

League 

Champio

ns 

Third qualifying 

round 

Sparta Praha 2-3 CSKA 

Moskva 

18.08.2015 UEFA 

League 

Champio

ns 

Play-offs Sporting CP 2-1 CSKA 

Moskva 

26.08.2015 UEFA 

League 

Champio

ns 

Play-offs CSKA Moskva 3-1 Sporting 

CP 

05.09.2015 UEFA EURO Qualifying round Russia 1-0 Sweden 

08.09.2015 UEFA EURO Qualifying round Liechtenstein 0-7 Russia 

15.09.2015 UEFA 

League 

Champio

ns 

Group stage Wolfsburg 1-0 CSKA 

Moskva 

30.09.2015 UEFA 

League 

Champio

ns 

Group stage CSKA Moskva 3-2 PSV 

09.10.2015 UEFA EURO Qualifying round Moldova 1-2 Russia 

12.10.2015 UEFA EURO Qualifying round Russia 2-0 Montenegr

o 

21.10.2015 UEFA 

League 

Champio

ns 

Group stage CSKA Moskva 1-1 Man. 

United11 

03.11.2015 UEFA 

League 

Champio

ns 

Group stage Man. United 1-0 CSKA 

Moskva 

Source: UEFA. Retrieved from: 

http://www.uefa.com/teamsandplayers/coaches/coach=250011091/profile/ind

ex.html# 

11 While Manchester United only managed a 1-0 win in November 2015 

(see Henson, 2015), another high-flying English side, Manchester City, lost 

1-2 exactly a year earlier despite having only a 37 percent possession of the 

game (see McNulty, 2014). Post-match transcripts read: “CSKA’s victory 

was the first by a Russian side away to English opposition since Spartak 

Moscow’s win over Ray Harford’s Blackburn Rovers in September 1995.” 

Russian sides have lost six and drawn eight of their subsequent visits 

before tonight.” 

12 Wayne Rooney’s late header secured Manchester United victory over 

CSKA Moscow and top spot in Champions’ League Group B at a nervy Old 

Trafford. Only an excellent David de Gea save and Chris Smalling’s last-

ditch block had prevented Seydou Doumbia putting the visitors ahead a 

minute earlier. 

Conclusions and Implications 

http://www.uefa.com/teamsandplayers/coaches/coach%3D250011091/profile/index.html
http://www.uefa.com/teamsandplayers/coaches/coach%3D250011091/profile/index.html
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The choice of the case was based, not just due to the feat of CSKA Moscow 

as current champions of the Russian League, but also because it took the 

club seven long years to achieve that glory. Further insight was also 

gleaned from Rogovitski (2013) who highlighted “seven reasons for 

CSKA’s regeneration” from grass to grace. Unlike the ruthlessness of 

Roman Abramovich (my opinion, based on my observation of how often 

the Russian oligarch and owner of Chelsea Football Club in the English 

Premier League has sacked coaches), the management of CSKA Moscow 

have been a bit patient with Slutski. This goes to show that a leader 

deserves a second chance, following his leadership traits including risk-

taking. Indeed, according to CSKA Moscow adviser Valeri Nepomnyaschi 

(see Rogovitski, 2013): Slutski is a clever person, he learns from his and 

others’ mistakes. CSKA were close to winning the title last year but the 

team was not good enough in the end. Now everything’s worked out. 

Indeed, by extending the discourse to an under researched culture – Russia 

– this study has a myriad of managerial implications. From the musical 

chairs that have come to characterize Chelsea football Club under the 

ownership of Russian Billionaire Abramovich, and the U-turn to his usual 

brutishness, has recently re-signed ‘the special one,’ José Mourinho to the 

delight of fans (Ashton, 2013): 

The owner is starting over, breaking off from his summer holiday to be at 

Stamford Bridge to show some solidarity at the start of the season. 

Abramovich, Mourinho and the fans are back together again, one big 

happy family after six miserable years apart. He has responded to their 

wishes by bringing Mourinho back to Stamford Bridge. It has been just over 

10 years since Abramovich bought the club from Ken Bates and turned 

them into the one of the biggest forces in European football overnight. They 

have won three Premier League titles and four FA Cups in that time (the 

same as Arsenal under Arsene Wenger’s entire 17 years at the club). This 

gesture or course of action is consistent with the themes identified in the 

success of CSKA Moscow-- notably Vágner Love’s return; and Patience with 

the coach (in this case, Mourinho, ‘The Special One’ who was central to the 

resurgent Chelsea in the team’s glory days) and now José Mourinho having 

been sacked yet again by Chelsea, but nonetheless deemed suitable to take 

up the reins at Manchester United. 
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Abstract 

Employee Involvement, Empowerment, Distribution of Influence and Total Influence are 

intertwined systems structures that impact organizational effectiveness. Higher education 

institutions seeking to enhance organizational outcomes and academic performance would 

benefit from optimizing these measures. We analyzed these four measures by online survey 

of 52 higher education faculty and administrators from institutions in more than 16 

countries using the Human Synergistics International Organizational Effectiveness 

Inventory® (OEI®) survey. Results revealed that total mean scores for the four measures 

were less desirable than established Constructive Benchmarks. Furthermore, the total mean 

score for Employee Involvement was less desirable than the Historical Average, a 

benchmark derived from Historical Averages (50th percentiles).  Subgroup analysis 

revealed that mean scores for Employee Involvement were undesirable for male, female, 

faculty, administrators, and not-for-profits subgroups, while being desirable in for-profits 

higher education institutions.  Mean scores for Empowerment fell below the Historical 

Average in private institutions, while approaching and exceeding the Constructive 

Benchmark in public institutions, with maximal differences between public-for-profits and 

each of private-not-for-profit (p=0.073) and private-for-profit (p=0.091). Results for 

Distribution of Influence were least desirable in not-for-profit institutions.  By contrast, 

both private and public for-profits exhibited highly desirable Distribution of Influence 

scores that extended beyond the Constructive Benchmark.  Trends for less desirable 

Distribution of Influence were noted for faculty as compared to administrators, and for 

females as compared to males.  Perceptions of poor distribution of influence were noted by 

males at the senior (middle) functional level, and by females at both the junior and senior 

functional levels.  Lastly, although the mean scores for Total Influence were slightly below 

the Historical Average for males and private-not-for-profits, the results for Total Influence 

were desirable and approached the Constructive Benchmark for females, administrators 
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and for-profits.  We recommend (1) increasing Employee Involvement, particularly in not-

for-profits; (2) increasing Distribution of Influence, particularly in women and not-for-

profits; and (3) increasing Empowerment particularly in private higher education 

institutions. 

 

Keywords:  Employee Involvement, Empowerment, Distribution of Influence, 

Total Influence, Higher Education, Organizational Effectiveness, Organizational 

Culture 

 

Introduction 

There has been interest in the differences between for-profits and not-for-profits 

in institutions of higher education.  Although some negative connotations have 

been observed with for-profit institutions in terms of finance and student 

placement, many of the organizational structures and cultures applied in the 

management of for-profits are more corporate-like and thus superior to the not-

for-profits (Chen, 2013; Pallotta, 2016). The theoretical model developed by Cooke 

analyzes the differences in organizational mission, philosophy and focus as well 

as numerous causal factors of organizational structures between the ideal 

organization culture and the current operational norms (Cooke and Szumal 2000). 

Such analysis guides organizational strategies to improve individual, group and 

organizational outcomes by revealing deficits between desired and actual.  Four 

of the organizational structures integral to this model are Employee Involvement, 

Empowerment, Distribution of Influence and Total Influence, which have been 

used as measures of organizational effectiveness (Cooke and Szumal, 2000).   

Employee Involvement reflects the extent to which all members actively 

participate in shaping the organization and in helping it to achieve its mission, 

while Empowerment relates to the extent to which people are given what they 

need to perform their tasks autonomously (Szumal, 2001). Distribution of 

Influence is measured by subtracting the levels of influence of those in junior levels 

from those in senior levels (Szumal, 2001).  The combined amount of influence that 

is exercised by all members at each level in the hierarchy is referred to as Total 

Influence (Szumal, 2001).  In higher education institutions, organizational culture, 

mission articulation, customer service focus, adaptability and considerate 

leadership have previously been shown to be less than ideal and less than 

desirable, particularly in not-for-profits as compared to for-profits (Zeine et al. 

2011, 2014a,b,c).  Consequently, we hypothesize that the four organizational 

structures mentioned above may also show less than desirable results.  We 

analyzed perceptions of male and female faculty members and administrators in 

not-for-profit and for-profit higher education institutions.   
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Literature review 

One psychological framework that relates motivation to satisfaction, as relevant to 

organizational structure, is the self-determination model which theorizes that 

‘perceived autonomy support’ facilitates ‘intrinsic needs satisfaction’ which in 

turn promotes work engagement and psychological adjustment on the job (Deci et 

al. 2001).  Indeed, Employee Involvement, Empowerment and Influence have been 

positively correlated with employee performance and satisfaction in both the 

private and public sectors (Fernandez and Moldogaziev, 2011; Fernandez and 

Moldogaziev, 2015; Kim and Fernandez, 2017).  

 

Employee Involvement as a Measure of Effectiveness in Higher Education 

Institutions 

Employee Involvement is generally defined as the influence of individuals over 

how their work is organized and executed (Morgan and Zeffane, 2003).  Some 

studies have shown that Employee Involvement is equivalent to participation with 

distinguished elements of sharing of influence, empowerment and participation 

in decision-making (Morgan and Zeffane, 2003). ‘Formal’ channels of involvement 

are those in which employee representatives meet with superiors to discuss 

particular topics related to employment (Marchington, 2015).  Interactions 

between juniors and seniors may either occur in formal settings, ‘direct formal’, or 

may be ad hoc between groups for the purposes of discussion and information 

sharing, ‘informal’ (Marchington, 2015).  Generally, a combination of the different 

forms of Employee Involvement is considered to be most successful to the 

organization (Cox et al., 2006; Wilkinson et al., 2010).  In higher education 

institutions, administrators and faculty members are usually given opportunities 

to serve on committees, task forces, and the senate, and to participate in 

departmental retreats, thus experiencing formal, direct formal and informal types 

of Employee Involvement. 

Empowerment as a Measure of Effectiveness in Higher Education Institutions 

Empowerment allows employees to make judgments and decisions that will 

impact their organization of employment and their professional work 

environment (Potterfield, 1999). By allowing Empowerment to manifest in the 

workforce, employees may become more motivated, efficient and drastically more 

effective at problem solving due to the influence of their behaviours on their 

organization (Beck and Kleiner, 2015). Empowerment has a wide range of benefits, 

which includes the satisfaction of employees within an organization and hence 

higher customer satisfaction and eventual boost in reputation of the organization 

itself (Beck and Kleiner, 2015). Several companies have integrated a plethora of 

ways to enhance empowerment within their organizations. Some of these 

methodologies include enabling bureaucracy, creativity, intrinsic motivation, peer 

review, skill development and responsibility (Beck and Kleiner, 2015).  



124 

 

Distribution of Influence as a Measure of Effectiveness in Higher Education 

Institutions  

In academic institutions, levels of influence for faculty members are broadly 

organized into junior, senior and executive levels, which would conceptually 

correspond to the corporate subordinate, managerial, and executive levels. To that 

end, Distribution of Influence within an organization is another important 

measure of organizational effectiveness. The attitudes, work ethic and general 

motivation of employees can be enhanced by having a quality relationship with 

their superiors (Gerstner and Day, 1997). Trust is another component which has 

been singled out as the most influential component that affects the efficiency and 

quality of the relationship between organizational members and as a result, it is 

now a vital part of the interaction between those in senior positions and their 

respective subordinates (Hsieh and Wang, 2015). In addition to lack of trust being 

a reason for poor manager-employee relationships, employees tend to resign their 

posts based on the shortcomings of their senior superiors as opposed to factors 

related to actual employment (Reina et al., 2018). In this sense, employees are more 

likely to be influenced by the attitudes of their managers within an organization. 

The use of pressure tactics by those in a senior position toward employees was 

positively associated with a high rate of employee turnover (Reina et al., 2018). In 

contrast, the use of inspirational tactics was negatively associated with a high rate 

of employee turnover (Reina et al., 2018).  

Total Influence as a Measure of Effectiveness in Higher Education Institutions  

Total Influence within an organization is attributed to influence tactics which have 

been split into various dimensions which generally include assertiveness, 

sanctions, ingratiation and, rationality (Kipnis et al., 1980).  Classical studies have 

shown that the greater the total amount of influence being exercised within an 

organization and the less hierarchical its distribution, the higher the levels of 

performance and member satisfaction (Tannenbaum, 1968). Further tactics are 

exhibited as well, based on specific presenting circumstances, such as exchange of 

benefits, blocking and upward appeal when employees were attempting to 

influence their superior, and coalition when employees influenced subordinates 

(Kipnis et al., 1980).  By contrast, downward influence refers to superiors’ 

influence tactics in motivating their juniors to complete particular tasks (Reina et 

al., 2018).  Two main affective mechanisms utilized in downward influence are 

pressure and inspirational appeal which refer to using demanding mechanisms to 

achieve organizational goals and appealing to an employees’ sense of self 

respectively (Reina et al., 2018).  Within an organizational structure, autocratic 

leaders tend to rely heavily on the pressure affective mechanism whereas 

transformational leaders are more inclined to employ the use of inspirational 

appeal (Reina et al., 2018).   

We have previously shown excessive levels of Aggressive/Defensive and 

Passive/Defensive cultural styles in both for-profit and not-for-profit higher 

education institutions (Zeine et al., 2011). In this study, we evaluate the Employee 
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Involvement, Empowerment, Distribution of Influence, and Total Influence in 

higher education institutions using the Human Synergistics International 

Organizational Effectiveness Inventory® survey (OEI®) (Cooke 1997). We test our 

hypothesis that these measures are likely sub-optimal, and we provide 

recommendations for improving these measures of organizational effectiveness in 

higher education institutions. 

Methodology 

Data Collection 

Fifty-two higher education professionals responded to survey questions assessing 

Employee Involvement, Distribution of Influence and Total Influence, and 50 

responded to questions pertaining to Empowerment.  Participants were faculty 

and administrators affiliated with institutions operating in at least 16 countries in 

North America, Europe, India, Australia, Latin America, Africa and the Middle 

East (Human-Synergistics 2012).  The questionnaire used was the web-based 

version of the Organizational Effectiveness Inventory survey OEI® (Cooke, 1997).   

Measures 

The OEI® evaluates 84 organizational effectiveness measures (Cooke and Szumal 

2000; Szumal 2001), and the entire survey was administered online by Human 

Synergistics International in the spring of 2012. Demographic data and score 

results for the four measures Employee Involvement (Fig. 1), Empowerment (Fig. 

2), Distribution of Influence (Figs. 3 & 5), and Total Influence (Fig. 4), are presented 

and analyzed in this paper.  

Likert-type scales were used to quantitate responses.  Mean scores and standard 

errors (SE) were computed and compared for total respondents (n=52,50) and for 

8 subgroups: female (n=25), male (n=26,24), faculty (n=25,23), administrators 

(n=20), private not-for-profit (n=8) private for-profit (n=10), public not-for-profit 

(n=30,28), and public for-profit (n=4) higher education institutions.  Study results 

were assessed by comparisons to two previously established benchmarks: (i) the 

Historical Average (50th percentile) taken as the median of OEI® collected from 

members of 1084 organizational units, and (ii) the Constructive Benchmark, which 

is derived from the median of OEI® results from 172 organizational units that have 

predominantly Constructive cultures (Human-Synergistics 2012).  For each of the 

three parameters, Employee Involvement, Empowerment and Distribution of 

Influence the Constructive Benchmark score was greater than the Historical 

Average score, and any results falling below the value for the Historical Average 

were considered undesirable.  For Distribution of Influence the Constructive 

Benchmark score was lower than the Historical Average score, and any results 

falling above the value for the Historical Average were considered undesirable.  

One-way ANOVA was performed to assess the statistical significance of inter-

subgroup differences. 
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Results 

Demographics of Respondents 

The higher education institutions where respondents held affiliations were located 

in the United States (n=23), India (n=4), United Kingdom (n=3), France (n=2), 

Australia (n=2), Canada (n=1), Wales (n=1), Spain (n=1), Denmark (n=1), Greece 

(n=1), Macedonia (n=1), New Zealand (n=1), Ethiopia (n=1), Egypt (n=1), Jordan 

(n=1), Costa Rica (n=1) and other unspecified regions.  The institutions included 

Doctorate-granting universities (56%), Master’s colleges/universities (19%), 

Bachelor’s colleges (13%), Associate’s colleges (6%), Special Focus (2%) and 

unspecified type of higher education institutions (4%).  There were 38 not-for-

profit institutions (30 public and 8 private) and 14 for-profit institutions (10 private 

and 4 public).  The ratio of male to female participants was 1:1.  More than 21% of 

the participants belonged to the ≥60 years age group, 56% were in the 40-59 years 

age bracket, and 17% were less than 39 years old.  Their professional roles in higher 

education included faculty/professor (48%), director (19%), associate dean (6%), 

department chair (4%), dean (4%), provost/dean academic affairs (4%), president 

(2%) and unspecified role (13%).  Those who had spent more than 15 years at their 

current institution constituted 15%, while 6% had spent 10 to 15 years, 19% had 

served for 6 to 10 years, 23% for 4 to 6 years, 19% for 2 to 4 years, 6% for 1 to 2 

years and 6% for 0.5 years with 4% having spent less than 6 months in their current 

position.   

Employee Involvement Perceptions are More Desirable in For-Profit Higher 

Education Institutions 

Scores for Employee Involvement were undesirable, falling below the Historical 

Average (50th percentile, 3.69), in total respondents (mean 3.38 ± 0.58 SE), in public 

not-for-profits (mean 3.20 ± 0.25 SE), private not-for-profits (mean 2.92 ± 0.15 SE), 

faculty (mean 3.25 ± 0.21 SE), administrators (mean 3.58 ± 0.26 SE), male (mean 

3.36 ± 0.22 SE) and female (mean 3.44 ± 0.21 SE) subgroups as shown in Figure 1.  

By contrast, scores for private for-profits (mean 3.90 ± 0.18 SE) were more desirable 

than the Historical Average, and those for public for-profits (mean 4.33 ± 0.39 SE) 

rose above the Constructive Benchmark (4.15) (Figure 1).  The differences in 

perceptions of Employee Involvement were maximal between the public-for-

profits and the private-not-for-profits (p-value = 0.178) (Figure 1). 
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Figure 1.  Employee Involvement measure of systems structures in higher 

education institutions.  OEI® Employee Involvement score ± standard error (SE) 

for total respondents, and for female, male, faculty, administrators, public for-

profit, private for-profit, public not-for-profit and private not-for-profit subgroups 

compared to the Historical Average and the Constructive Benchmark.  The mean 

scores fall below the Historical Average (50th percentile) in not-for-profits, 

administrators, faculty, males and female subgroups, and approach or exceed the 

Constructive Benchmark in for-profit institutions; difference is maximal between 

public-for-profits and private-not-for-profits (Ŧp = 0.178).    

Empowerment Perceptions are More Desirable in Public Higher Educational 

Institutions 

Scores for Empowerment were more desirable than the Historical Average (50th 

percentile, 3.29) but not as desirable as the Constructive Benchmark (3.49) for total 

respondents (mean 3.33 ± 0.11 SE); and for public not-for-profits (mean 3.35 ± 0.16 
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SE), faculty (mean 3.46 ± 0.18 SE), administrators (mean 3.28 ± 0.19 SE), male (mean 

3.32 ± 0.15 SE) and female (mean 3.33 ± 0.18 SE) subgroups as shown in Figure 2.  

Scores for private not-for-profits (mean 3.03 ± 0.16 SE) and private for-profits 

(mean 3.13 ± 0.27 SE) were undesirable (Figure 2).  By contrast, scores for public 

for-profits (mean 4.31 ± 0.24 SE) rose above the Constructive Benchmark.  Maximal 

differences in perceptions of Empowerment were achieved between the public for-

profits and each of the private not-for-profits (p-value = 0.073) and the private for-

profits (p-value = 0.091) (Figure 2).     

 

Figure 2.  Empowerment measure of systems structures in higher education 

institutions.  OEI® Empowerment score ± standard error (SE) for total 

respondents, and for female, male, faculty, administrators, public for-profit, 

private for-profit, public not-for-profit and private not-for-profit subgroups 

compared to the Historical Average and the Constructive Benchmark.  The mean 

scores fall below the Historical Average (50th percentile) in private institutions and 

approach or exceed the Constructive Benchmark in public institutions; differences 
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are maximal between public for-profits and each of private not-for-profits 

(Ŧp=0.073) and private for-profits (Ŧp=0.091).    

Distribution of Influence Perceptions are More Desirable in For-Profits, 

Administrators and Males 

Scores for Distribution of Influence were more desirable than the Historical 

Average (50th percentile, 1.24) but not as desirable as the Constructive Benchmark 

(0.80) for total respondents (mean 1.08 ± 0.20 SE); and for public not-for-profit 

(mean 1.17 ± 0.25 SE), administrators (mean 0.85 ± 0.30 SE) and male (mean 0.92 ± 

0.31 SE) subgroups as shown in Figure 3.  Scores for females (mean 1.24 ± 0.27 SE) 

were on the Historical Average, while scores for private not-for-profits (mean 1.75 

± 0.49 SE) and for faculty (mean 1.28 ± 0.32 SE) were undesirable (Figure 3).  Scores 

for private for-profit (mean 0.60 ± 0.43 SE) and public for-profit subgroups (mean 

0.25 ± 1.03 SE) were more desirable than the Constructive Benchmark (Figure 3).  

These results revealed trends for more desirable perceptions of Distribution of 

Influence in males as compared to females, in administrators as compared to 

faculty, and in for-profits as compared to not-for-profits (Figure 3). 

 

Figure 3.  Distribution of Influence measure of systems structures in higher 

education institutions. OEI® Consideration Mean score ± standard error (SE) for 

total respondents, and for female, male, faculty, administrators, public for-profit, 

private for-profit, public not-for-profit and private not-for-profit subgroups 

compared to the Historical Average and the Constructive Benchmark.  Since the 
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Distribution of Influence is the influence of higher-level managers minus the 

influence of employees, lower scores are more desirable and the Constructive 

Benchmark is numerically smaller than the Historical Average (50th percentile).  

The mean scores are less desirable in not for-profits, faculty and female subgroups. 

 

Total Influence Perceptions are More Desirable in For-Profits, Administrators 

and Females 

 

Scores for Total Influence were more desirable than the Historical Average (50th 

percentile, 3.67) but not as desirable as the Constructive Benchmark (3.87) for total 

respondents (mean 3.72 ± 0.10 SE) and for private for-profits (mean 3.80 ± 0.21 SE) 

as shown in Figure 4.  Scores were on the Historical Average for faculty (mean 3.67 

± 0.15 SE) and public not-for-profits (mean 3.67 ± 0.13 SE), but were less desirable 

than it for male (mean 3.58 ± 0.14 SE) and private not-for-profit subgroups (mean 

3.89 ± 0.14 SE) (Figure 4).  By contrast, scores were on the Constructive Benchmark 

for administrators (mean 3.87 ± 0.14 SE) and rose above it for female (mean 3.62 ± 

0.17 SE) and public for-profit (mean 4.85 ± 0.15 SE) subgroups (Figure 4).  These 

results revealed trends for more desirable perceptions of Total Influence in females 

as compared to males, in administrators as compared to faculty, and in for-profits 

as compared to not-for-profits (Figure 4). 
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Figure 4.  Total Influence measure of systems structures in higher education 

institutions. OEI® Total Influence Mean score ± standard error (SE) for total 

respondents, and for female, male, faculty, administrators, public for-profit, 

private for-profit, public not-for-profit and private not-for-profit subgroups 

compared to the Historical Average and the Constructive Benchmark.  The mean 

scores fall below the Historical Average (50th percentile) in private not-for-profits 

and male subgroups, and rise above the Constructive Benchmark in public for-

profit subgroups. 

Perceptions of Decentralization are More Evident in Administrators and Public 

For-Profits 

Further analysis of Distribution of Influence was performed by comparing the 

direction and steepness of the slopes generated by differences in mean influence 

scores between functional levels in the Control Graphs plotted in Figure 5.  To 

translate the terms used for employee levels on the x-axis of Figure 5 to the 

corresponding ranks in academia, the “employees/non-managers” level would 

represent junior faculty, “their immediate supervisors/managers” would 

represent senior faculty, and the “people at the top/higher-level managers” would 

represent executives. 

Historical Average values showed a rise of +0.79 in the mean influence scores for 

seniors over juniors, and a further rise of +0.38 for executives (Figure 5).  

Constructive Benchmarks differed from the Historical Average values by showing 

a smaller rise of +0.59 for seniors over junior, and an even smaller rise of only +0.17 

for executives (Figure 5).  The flatter slope reflects greater decentralization and less 

hierarchical structure in organizations with Constructive organizational cultures. 

Our data for All Respondents (Total) showed a rise of +0.52, an increase that is 

comparable to that for the Constructive Benchmark, in the mean influence scores 

for seniors over juniors; and a further rise of +0.56, a smaller increase than that for 

the Historical Average but remote from the Constructive Benchmark, for 

executives (Figure 5).  The slope reflects perceptions of Distribution of Influence 

that are more favourable than the Historical Average, but not as desirable as the 

Constructive Benchmark.  

For the Female subgroup, there was a rise of +0.72, a change that is slightly more 

favourable but comparable to that for the Historical Average, in the mean 

influence scores for seniors over juniors; and a further rise of +0.52, an increase 

greater than that for the Historical Average, for executives (Figure 5).  Thus, the 

Female subgroup generated the steepest overall slope, reflecting perceptions of 

poor distribution of influence at both the lower and the middle functional levels 

for female higher education professionals. 

By contrast, for the Male subgroup, there was a rise of only +0.35 in the mean 

influence scores for seniors over juniors, even though there was a large further rise 

of +0.58, an increase that is greater than that for the Historical Average, for 
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executives (Figure 5).  Thus, male higher education professionals had perceptions 

of Distribution of Influence that were more favourable at the lower as compared 

to the middle functional levels. 

For the Administrator subgroup, there was a rise of +0.55, a change that is slightly 

more favourable but comparable to that for the Constructive Benchmark, in the 

mean influence scores for seniors over juniors; and a further rise of +0.30, an 

increase that is slightly smaller than that for the Historical Average, for executives 

(Figure 5).   

By contrast, for the Faculty subgroup, there was a rise of +0.50, an increase that is 

smaller than that for the Constructive Benchmark, in the mean influence scores for 

seniors over juniors; and a further rise of +0.80, representing the greatest of all 

increases noted, for executives (Figure 5).  Thus, higher education faculty had 

perceptions of Distribution of Influence that were favourable for members at the 

lower functional levels but dramatically undesirable for those at the middle 

functional levels. 

For the small subgroup of For-Profit, Public higher education institutions, there 

was a rise of +0.55, a change that is slightly more favourable than that for the 

Constructive Benchmark, in the mean influence scores for seniors over juniors; and 

a decrease of –0.25 for executives (Figure 5).  These findings reflect perceptions 

that seniors might have greater influence than both junior and executive-level 

professionals in public for-profit higher education institutions. 
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Figure 5.  Control Graph derived from Influence Scores at three hierarchical 

levels in higher education institutions. OEI® Influence scores for juniors 

(“employees/non-managers”), seniors (“their immediate supervisors/managers”), 

and executives (“people at the top/higher-level managers”) for total respondents 

(●), and for female (), male (■), faculty (▲), administrator (x) and public for-

profit (x) subgroups compared to the Historical Averages (red) and Constructive 

Benchmarks (blue).  Steeper slopes of the lines between employees and higher-

level managers indicate greater hierarchical structure and more centralized 

distribution of influence.  Flatter slopes of the lines indicate less hierarchical 

structure and more decentralized distribution of influence. 

Improving Employee Involvement: Implications for Higher Education 

Institutions  

The results of our study showed trends for undesirable levels of Employee 

Involvement in males, females, administrators and not-for-profits (fig. 1). 

Undesirable levels can greatly affect organizations since Employee Involvement 

allows for achievement of higher education goals and encourages skill building by 

allowing employees to solve problems (Morgan and Zeffane, 2003). Key 

components in the manifestation of Employee Involvement are (a) participation in 

the processes of problem definition and decision-making, (b) the scope of decision-

making, and (c) the distribution of power (Morgan and Zeffane, 2003).  The scope 

of decision-making is limited by the provision of power to implement decisions 

(Morgan and Zeffane, 2003).   

A study that examined the relationship between employee involvement and job 

satisfaction in the financial sector found that the relationship between employee 

involvement and job satisfaction was mediated by rewarding (Rich et al., 2010).  

Perhaps our finding of suboptimal employee involvement in the higher education 

industry is related to the delays in attaining rewards in academic life.  Indeed, both 

research and teaching are endeavours that demand investments of great efforts 

without any certainty for success or reward in the near-term. 

 Senior faculty may even perceive the augmentation of Employee Involvement as 

a loss of power (Parnell and William, 2003).  This delicate imbalance can be 

restored by the inclusive involvement and integration of senior and junior faculty 

in decision-making, processing of information and problem solving (Wagner, 

1999).  A positive perceived Employee Involvement climate was found to be 

associated with better financial performance, lower turnover rate, and higher 

workforce morale in a sample of insurance companies (Riordan et al., 2005).  

Employee Involvement can be improved by the adoption of participative 

programs that provide avenues for consultative management, quality circles, 

suggestions systems and employee acceptance (Irawanto, 2015).  This approach 

emphasizes emotional and mental involvement, motivation with regards to 

organizational performance, and finally the acceptance of responsibility 

(Irawanto, 2015).  Quality circles include a regimen whereby teamwork and 
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superior-subordinate relationships are solidified (Cadwallader et al., 2010).  The 

Society for Human Resource Management described the implementation of a 

“chiefs” program at a company where employees were encouraged to become 

involved in a particular venture that they were interested in and to develop it 

while recruiting others to join their activity (Gurchiek, 2018).  

The more desirable Employee Involvement levels in for-profits as compared to 

not-for-profits revealed in this study could relate to one or both of the fundamental 

differences between these types of organizations.  Because for-profits secure their 

funding from investors (Chen, 2013), and usually have well-coordinated analytical 

capabilities to understand their own corporate progress (Pallotta, 2016), for-profit 

employees tend to be more engaged with respect to their institutional mission.  

Improving Employee Empowerment: Implications for Higher Education 

Institutions 

Our findings show that perceptions of Empowerment in higher education 

professional overall were on the 50th percentile.  However, the results were less 

desirable for the private for-profits and the private not-for-profits as compared to 

the public institutions (fig. 2).  There are two theoretical perspectives quantifying 

the meaning of Empowerment, one is psychological and the other is a seniority 

approach.  With respect to the psychological approach, Empowerment is viewed 

in a motivational light and has been described as the heightened belief of an 

employee to perform their duty (Conger and Kanungo, 1988).  Empowerment is 

further dissected into four task assessment factors, namely (a) competence, (b) 

meaningfulness, (c) choice, and (d) impact; if an employee has a positive view of 

each of these assessments, there will be greater employee Empowerment and 

motivation with respect to task completion (Thomas and Velthouse, 1990).  The 

seniority approach views Empowerment as a relational matter whereby persons 

in places of authority within an organization, share their resources and power with 

those who do not have it (Fernandez and Moldogaziev, 2015).  Structural theories 

of organizational power consider that the main sources from which power derives 

are (1) lines of supply (provision of resources), (2) lines of information (providing 

knowledge related to the task at hand and performance reviews) and (3) lines of 

support which refer to support from seniors with allowances for juniors to engage 

in innovative behaviour (Fernandez and Moldogaziev, 2015).  This especially ties 

in to the notion that the fundamental difference between for-profits and not-for-

profits is the source of capital; for-profits receive their capital from investors who 

need a return on such an investment, while not-for-profits rely on donations and 

need more of a “social return” which can be favourable and less stressful for 

employees (Chen, 2013). 

Empirical evidence has shown that employee Empowerment is positively 

correlated with productivity and with motivation to innovate (Fernandez and 

Moldogaziev, 2011 and 2013).  Studies examining clinical educators have shown a 

positive association between employee Empowerment programs and job 

satisfaction (Davies et al., 2006).  Empowering employees by the provision of job-



135 

 

related knowledge, skills and the ability to improve their work processes 

independently, substantially increases levels of motivation and satisfaction by 

facilitating autonomy and competency (Fernandez and Moldogaziev, 2015).  

Consequently, Empowerment can play a role in lowering turnover rates (Kim and 

Fernandez, 2017). 

Improving Distribution of Influence Perception: Implications for Higher 

Education Institutions  

Our findings revealed that higher education professionals, particularly women, at 

both the junior and senior functional levels expressed perceptions of poor 

Distribution of Influence within their institutions (figs. 3 & 5).  The major 

contributors to the overall undesirable Distribution of Influence perceptions were 

the public and the private not-for-profits.  The less desirable Distribution of 

Influence perceptions in not-for-profits as compared to for-profits revealed in this 

study could relate to less secure funding sources (Chen, 2013), and looser 

connectivity in operations characteristic of not-for-profit institutions (Pallotta, 

2016).   

Most of the literature focuses on the influence of the male gender on leadership in 

higher education institutions and as a result, male characteristics, styles of 

influence, leadership and behaviours have been the standard by which most 

women have been judged (Kruse and Prettyman, 2008).  Gender inequality was 

also detected in our OEI© survey results, although half of the respondents were 

affiliated with institutions in North America.  The perceptions of poor Distribution 

of Influence at the senior functional level by both men and women, and 

additionally at the junior level by women most likely reflect the continued 

presence worldwide of significant structural, prejudicial, and discriminatory 

barriers to women’s career advancement (Schwanke, 2013).  Women professionals 

are affected by an incompletely shattered “glass ceiling”, lower societal 

expectations of female participation, male dominated “old boys networks”, higher 

ambiguity among women regarding advancement, and the “glass cliffs” effect 

which refers to the phenomenon of women being likelier than men to achieve 

leadership roles during periods of crisis or downturn, when the chance of failure 

is highest (Schwanke, 2013). 

Improving Total Influence Perception: Implications for Higher Education 

Institutions 

Our findings showed that the Total Influence measure extended slightly above the 

50th percentile overall, and reached the Constructive Benchmark in for-profits, 

females and administrators (fig. 4).  This suggests that perceptions of collective 

influence within each functional level at higher education institutions are 

consistent with established norms for effectiveness.  Perhaps that stems from the 

tendency for higher education administrators to develop styles of influence and 

leadership that align with their personal traits, experiences and individual talents 

(Dunn et al., 2014).  Women have been historically under-represented at senior 
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and executive levels in higher education institutions, however, they have acquired 

more authoritative mannerisms and as a result have been able to exert more total 

influence on their junior faculty colleagues (Dunn et al., 2014).  The OEI© survey 

identified the need for higher education institutions to enhance levels of employee 

involvement and empowerment, and to increase decentralization.  We 

recommend greater operational integration, provision of more resources and 

support, increased sharing of organizational information, and implementation of 

consultative management to improve institutional effectiveness in higher 

education. 

Limitations 

Limitations to this study include the small sample size and the possibility that the 

participants were affiliated with a limited number of institutions.  Also, a selection 

bias may have been present favoring administrators with a corporate background. 

Conclusion 

Our survey of higher education faculty and administrators revealed suboptimal 

levels of four organizational effectiveness measures, Employee Involvement, 

Empowerment, Distribution of Influence and Total Influence.  The least desirable 

perceptions were found within the not-for-profit higher education institutions.  

Furthermore, Employee Involvement was lowest in private institutions, and 

Distribution of Influence was poorest in the perceptions of women.  Analysis of 

these results can guide the implementation of steps to improve the performance 

of higher education institutions on these four measures of organizational 

effectiveness. 

Implications 

The implications of this study would greatly assist in the literature enhancing the 

debate between for-profit and not-for-profit in higher education.  It could also 

encourage not-for-profits institutions to examine the structure practices of for-

profits to learn how Employee Involvement, Empowerment, Distribution of 

Influence and Total Influence can be optimized.    
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