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Introductiond
d
TarjadLaakkonenpdEditorrinrChiefd

qhis=journalI=the=fnterdisciplinary=ptudies=gournal=EfpgFI=is=an=international=forum=exploring=the=frontiers=of=
innovationI= creativity= and= developmentK= qhis= journal= does= not= limit= itself= to= traditions= specifically=
associated=with=one=discipline=or=school=of= thought=per=se=but=embraces=consideration=of=emerging=issues=
assessing=novel=terrains=and=encouraging=changeK=fpg=serves=to=both=industry=and=academic=communities=by=
advancing= the= premises= for= implementing= research= into= practiceK= qhese= quarterly= journal= issues= are=
published= under= a= distinguished= list= of= editorsI= including= special= issuesI= comprising= an= expected= annual=
volume=of=over=TMM=pagesK=fpg=is=listed=in=the=rlrich’s=meriodicals=airectorI =and=indexed=and=abstracted=in=
the=mronuestK==
=
All =the =fpg =papers =are =expected =to =contribute =to =raising =awareness =and =rethinking =the =concept =of =
interdisciplinarityK= qhe= readership= of= this= journal= consists= of= academics= and= EpostF= graduate= students=
together= with= executives= and= managersI= policy= makers= and= administrators= from= both= public= and= private=
sectorK= fpg= aims= to= publish= papers= on= diverse= subjects= related= but= not= limited= to= service= innovation= and=
designI=nursing=and=coping=at=homeI=security=and=social=responsibilityI=and=student=entrepreneurshipK==
=
fn =this =special =unfereed =issue =of =fpg =we =are =delighted =to =present =to =you =a =variety =of =research =articles =and =
practical=papersK=AdulesiI=knadi=and=Amaewhule=examine=the=impact=of=school=selection=process=on=the=
academic=performance=of=minority=ethnic=studentsK=merez=describes=microinsurences=in=three=articlesK=fn=her=
first=article=merez=describes=common=issues=which=affect=the=growth=and=development=of=microinsurance=as=
an =access =of =financial =services =to =the =poorK =fn =the =second =article =merez =goes =on =examining =the =nature =of =
performance=assessments=in=microfinanceK=fn=her=third=article=merez=decribes=the=important=role=of=doners=in=
the=microinsurance=programsK=fn=his=article=hiabel=assesses=the=internal=auditing=practices=on=the=financial=
performance= of= governmentJowned= companies= in= kigerian= contextKkwČkah= and= dladsČnJkwČkah=
examine= the= relationship= between= the= dimensions= of= customer= experience= and= delivery= total= customer=
experience=managementK=vusimI=hulapČv=and=cialkČvsky=describe=how=the=number=of=firms=influences=the=
development=and=welfare=of=an=economyK=mČnkratČv=depicts=the=current=status=and=the=future=forecast=of=
taxation=of=oil=and=gas=production=in=the=oussian=cederationK=fn=the=iba=in=mractice=section=we=are=proud=to=
bring =to =you =a =great =example =of =implementing =the =iearning =by =aevelopment =–model =in =practiceK =
eeiskanenI=hämäräinen=and=gČkela=describe=the=pedagogical=arrangements=of=simulationJbased=learning=
iaurea=eyvinkää=unitK=
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d
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Abstractdd
=
qhe =study =examined =the =impact =of =school =selection =process =on =the =academic =performance =of =
minority=ethnic=students=and=finds=that=career=aspiration=and=classification=of=children=on=basis=of=
their= ethnicity= significantly= affect= performanceK= qhe= study= confirms= the= view= that= children= from=
background=with=history=of=academic=attainment=also=aspire=to=achieve=similar= successK=qhe= type=
of=schoolW=grammar=or=public=school=and=the=selection=policy=are=not=found=to=be=of=any=significant=
impactK= eoweverI= there= is= a= significant= correlation= between= the= type= of= school= and= career=
aspiration=of=the=studentsK=
=
KeydWordsd
=
jinorityI=performanceI=ethnicI=childrenI=vocational=
=
=
Introductiond
=
qhe=low=participation=of=certain=group=of=students=
in= higher= education= programmes= has= been=
recognised= over= the= years= by= both= the=
government =and =educationists =as =an =issue =of =
concernK= fncidentallyI= in=most=identified= cases= of=
low= participationI= culturalI= financial= and= social=
factors= play= vital= roles= in= the= obstruction= of=

certain= social= groups= to= higher= education= and=
progression= in= acquiring= higher= education=
Eeayton=C=maczuskaI=OMMOFK=
=
qhe =system =of =banding =used =in =bngland =was =to =
ensure= a= balanced= intake= in= the= secondary=
schools=which=arguably=failed=to=achieve=its=aimsK==
_anding= was= introduced= to= ensure= that=
comprehensive= schools= led= an= academically=
balanced= intakeI= fibA= transferred= arrangements=
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were =made =to =replace =selection =of =testing =for =
grammar= selective= schoolsK= eoweverI= fnner=
iondon= bducation= Authority= EfibAF= children= are=
assessed=by=head=teachers=in=their=primary=school=
using =verbal =reasoning =test =and =placed =into =a =
band=groupK=
=
test= EOMMQF= mentioned= three= band= groupsW=
above=averageI= average=and=below= averageK= qhe=
children=performance=is=notI=howeverI=affected=by=
the =secondary =school =allocation =under =fibAK =ft =
was =noted =that =there =is =a =higher =percentage =of =
children=placed=in=their=first=choice=of=schoolK=qhe=
initial= reason= test= was= abolished= and= replaced=
with=a=iondon=oeading=qest=EioqF=to=identify=the=
number= of= children= who= would= need= additional=
help=in=secondary=schoolK=ft=was=noted=that=head=
teachers= could= not= place= children= with= bAi= in=
correct =bands =of =their =ability =due =to =language =
barrierK= fn= additionI= children= from= ethnic=
minorities= are= placed= to= lower= verbal= reasoning=
groupsK=jore=soI=soluntary=aided=schools=have=a=
right=to=their=entry=choiceK=
=
qhe= gradual= changes= to= comprehensive= schools=
made =it =possible =to =compare =the =effect =of =
comprehensive= and= selective= systemX= there= was=
little= difference= in= performanceK= gesson= EOMMMF=
observed= that= pupils= in= comprehensive= schools=
performed=better=compared=to=drammar=schoolsK=
qhe=same=researchI=found=out=that=average=pupil=
in= comprehensive= schools= performed= better= at=
dCpb =compared =to =those =in =selectiveK =eis =work =
has =been =criticised =for =focusing =on =only =dCpb =
outcomes= while= ignoring= achievements= in=
schoolsK= eoweverI= he= noted= that= selective=
schools= had= generally= higher= attainment= which=
suggests=the=selective=system=is=most=effective=in=
the= first= three= years= of= secondary= school=
educationK==
=
pchagen= C= pchagen= EOMMPF= also= studied= the=
impact=of=selective=systems=on=young=hey=stage=P=
children= and= confirmed= that= the= minority= ethnic=
background= children= were= most= adversely=
affected =by =the =selectionK = =qhe =small =number =of =
grammar= schools= has= made= the= selection= even=
more= discriminatoryK= dillborn= and= jirza= EOMMMF=
suggested=that=the=term=‘underachievement’=has=
become= loaded= in= stereotype= and= has= somehow=
slipped= into= the= pervasive= ‘discourse= of= despair’=
among= and= about= some= ethnic= minority= groupsK=
qhey =contended =that =some =groupsI =say =Africa =

Caribbean= may= be= ranked= low= in= the= national=
measure=of=achievementI=yet=the=said=group=may=
well= be= achieving= highly= in= some= schools= and=
some=ibAsK=
=
ResearchdQuestionsd
=
qhe= following= research= questions= were= outlined=
to=guide=the=studyW=
=

NK eow= does= criteria= used= in= selecting=
students=into=grammar=and=state=schools=
as=it=affects=minority=ethnic=groups?=

OK that= is= the= level= of= difference= in= the=
academic =performance =and =behaviour =of =
children= attending= grammar= schools=
with=those=in=state=schools?=

PK qo= what= extent= does= school= admission=
and= selection= policy= impact= on= the=
performance= and= progression= of= ethnic=
minority=children=in=schools?=

=
ReviewdofdRelateddLiteratured
=
qhe= literature= focuses= on= two= keys= strandsW= the=
school= selection= process= and= academic=
performanceK=qhe=admission=and=selection=policy=
has =been =a =key =player =in =the =placement =of =
children= in= schoolsK= qhe= performance= of= the=
studentsI= particularly= those= from= the= minority=
ethnic =group =has =often =raised =concerns =due =to =
underperformanceI= thus= warranting= scrutiny= of=
the=selection=policyK==
=
qhe= bducation= Act= NVQQ= which= introduced= the=
tripartite= structure= of= modernI= technical= and=
grammar= schools= was= intended= at= injecting=
equality= and= eliminating= all= prejudice= and=
hindrance=in=the=choice=of=schoolsK==Coldron=et=al=
EOMMVF=opined=that=the=main=principle=behind=the=
policy =was =for =secondary =education =to =be =
accessible= for= all= childrenK= qhis= implies= equality=
and =absence =of =any =discrimination =on =bases =of =
ethnicity= and= abilityK= = qhe= choice= of= school= had=
earlier= been= tainted= with= several= accusations= of=
biasI =often =at =the =detriment =of =the =poor =and =
minority= groupsK= Atkinson= C= dreggI= EOMMQF=
noted =that =grammar =schools =are =populated =by =
children=from=wealthy=families=with=higher= levels=
of=education=while=comprehensive=are=populated=
by= children= from= the= less= wealthy= families= with=
parents=who=have=fewer=education=qualificationsK=
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qhey=argued= that= the= use=of= the= aptitude= test= in=
selection= of= pupils= is= inadequate= as= it= leans=
towards=predicting=future=attainment=of=pupilsK=
qhe= selection= policy= often= identifies= students= by=
their= abilityK= test=EOMMQF= mentioned= three=band=
groupsW=those=above=averageI=average=and=below=
averageK= qhe= local= education= authority= tested=
pupils =in =their =final =year =of =primary =school =and =
allocating =them =to =band =groupsK =eoweverI =by =
NVVMI= there= were= noticeable= changes= to=
secondary= school= admissions= policyK= jost=
schools= in= inner= iondon= stopped= using= banding=
systemK =_anding =was =just =seen =as =an =unfair =
system =of =children =intake =into =secondary =
EcomprehensiveF= schools= since= children= are=
placed=into=schools=based=on=their=abilityK=iondon=
oeading =qest =EioqF =was =also =introduced =to =
identify= the=number= of= children=who= would= need=
additional=help=in=secondary=schoolK=ft=was=noted=
that= head= teachers= could= not= place= children=
within= correct= bands= of= their= ability= due= to=
language= barrierK= fn= additionI= children= from=
ethnic= minorities= are= placed= to= lower= verbal=
reasoning=groupsK=jost=parents=were=not=getting=
their=first=preference=with=the=band=systemK=
=
qhe=more=competitive=the=systemI=the=greater=the=
number= of= children= who= are= rejected= since= only=
few= are= selectedK= Coldron= et= alKI= EOMMVF= stated=
that=the=test=measures=children’s=intelligence=and=
how= they= are= able= to= learnK= ln= the= other= handI=
specialist= schools= selection= is= likely= less=
stigmatising=for= those= that=failed= to= be= selectedK=
qhe= process= of= admission= to= selective= schools= is=
discriminatoryK=qhere=are=three=methods=in=highly=
selective= areasW= the= universal= opt= outI= invited= to=
opt= in= and= primary= school= recommendation=
systemsK==qhey=argued=that=the=selective=aptitude=
enhances= the=choice=of=available= places= = = only= to=
those =who =have =the =capacity =to =excel =in =a =
particular= subject= but= could= notI= and= only=
contributes=to=social=selection=by=defaultK==
=
fn= a= study= by= fannelliI= EOMMUFI= the= pcottish=
comprehensive =school =was =found =to =have =a =
higher= overall= participation= rates= and= more=
inclusive =and =free =at =compulsory =levelK =qhe =
academic= performance= of= children= is= often=
influenced =by =a =number =of =factorsK =camily =
backgroundI= ethnicity= and= the= career= aspiration=
of= the= student= have= often= been= contributory=
factors=to=the=excellence=or=failure=of=the=childrenK=
jocetti=EOMNMF=observed=that=schools=failed=to=fill=

the= gaps= of= those= children= coming= from= lessJ=
advantaged= and= ethnic= minority= familiesK= puch=
inequalities= are= increasingly= strengthened= with=
the= compelling= risk= of= mistaking= privilege= with=
merit= in= the= school= environmentK= qhe= fact= that=
the= social= selection= starts= at= such= early= age=
deserves=greater=attention=in=the=policy=debateK=
=
peveral= studies= have= opined= that= children= from=
ethnic=minorities=have=not=had=similar=measure=of=
success= within= the= _ritish= education= system= as=
other= indigenous= groups= have= hadI= even= though=
surveys= have= shown= that= families= from= ethnic=
minorities= tend= to= be= more= positive= about= the=
values= and= needs= for= education= than= their= white=
counter= parts= EafbbI= OMMNFK= fndeedI= recent=
statistics= show=that=black=boys=were=more= likely=
to=be=excluded=EUPB=of=the=permanent=exclusions=
in= NVVRJSF= six= times= higher= than= their= white=
counterpartsK= moor= academic= outcomes= of=
children=from=ethnic= minorities=particularly=black=
boysI=have=well =been=documented=EafbpI=OMMQFI=
ElsbourneI= OMMMFI= EjajorsI= OMMMF= and= it= is=
suggested= that= the= differences= in= attainment=
levelsI= particularly= in= dCpbs= between= black=
children= and= their= white= counterparts= = may=
represent =a =long =process =of =decline =in =relative =
attainment= of= ethnic= minority= pupils= in= the=
compulsory=education=systemK=
=
Researchdmethodologyd
=
qhe =main =research =tool =used =in =the =data =
collection= was= the= questionnaireI= supplemented=
by= interviewK= qhe= questionnaire= contains= three=
sections=of=five=open=–=ended=questions=eachK=qhe=
respondents= include= parentsI= teachers= and=
students =in =secondary =schoolsK =qhe =teachers =are =
those= directly= involved= in= the= teaching= of=
students= from= the= ethnic= minority= studentsK=
marents =and =their =children =of =same =group =were =
also =the =respondentsK =An =equal =number =of =R =
students =were =selected =from =both =grammar =and =
public=schoolsK=qhe=total=sample=in=the=study=was=
NRK= qhe=questionnaire=was=supplemented=by=few=
interview= questions= in= which= the= respondents=
EteachersI= parents= and= studentsF= were= asked= to=
respond= to= questions= on= the= selection= policy= of=
admission= Esee= the= appendix= for= the=
questionnaire=and=interview=questionsFK=
=
qhe= data= obtained= from= the= questionnaire= were=
keyed=into=pmpp=programme=and=analysedK=qhree=
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statistical= tools= were= used= in= the= data= analysesW=
descriptive= statistics= Emean= and= standard=
deviationFI= correlation= and= the= standard=
deviationK= thile= the= mean= and= standard=
deviation= measure= the= centrality= of= the= variable=
responsesI= the= correlation= coefficient= measures=
the= relationship= among= the= variablesK= qhe=
standard= regression= examines= the= effect= of= the=
independent= variable= on= the= academic=
performance=of=the=ethnic=minority=studentsK=qhe=
regression= equation= can= be= represented= by= the=
following=simple=equationW=
=
merformance= Z= β H selectiČn H behaviČur H 
ethnicity H career H satisÃactiČn H schČČl H ξ=
=
thereW 
merformanceJ= the= academic= achievement= of=

minority=ethnic=students=
pelectionJ== the= selection= policy= of= admission=

into=grammarLpublic=schools=
_ehaviourJ== the=attitudeI=outwards=disposition=

of=students=of=ethnic=minority=

bthnicJ= this= includes= students= from= nonJ=
white=background=

CareerJ== the= career= planI= aspiration= after=
secondary= school= such= as=
university=education=
vocation= trainingI= jobsI= dropping=
out=after=schoolK=

patisfaction–= the= enjoyment= and= comfort= level=
in= the= present= school=
EgrammarLpublicF=

pchoolJ= whether= present= school= is=
grammar=or=public=school=

ξ–== brror=term=
βJ== Constant=term=
=
FindingsdanddAnalysisd
=
qhe =results =from =the =data =obtained =from =the =
questionnaire= and= interview= are= presented= and=
analysed= in= this= sectionK= qable= N= shows= the=
descriptive= statistics= of= all= the= variables= used= in=
the= research= and= shows= the= mean= and= standard=
deviationK=

=
Table NW= aescriptive=statistics=
=
sariables jean ptandard deviatiČn 
pchool= NKRM= MKRP=
patisfaction= OKMM= MKUO=
Career= OKPM= NKPQ=
merformance= NKSM= MKUQ=
bthnicity= OKMM= MKMR=
_ehaviour= NKRM= MKTN=
pelection= OKMT= MKRU=
=
=
qhe= value= of= the= standard= deviations= is= minimal=
and=less=than=NKMM=except=for=careerK=qhis=shows=
the= centrality= of= the= mean= responses= of= the=
respondentsK= qhe= highest= mean= being= careerI=
with=a=mean=of=OKPM=and=a=standard=deviation=of=
NKPQK= qhe= variablesX= school= and= behaviour= have=
mean= response= of= NKRM= each= and= a= standard=
deviation=of=MKRP=and=MKTN=respectivelyK=
=

qo=establish=any=possible=relationship=among=the=
variablesI =the =mearson =correlation =was =used =to =
test= the= correlations= of= the= variablesK= qhis= is=
necessary= as= to= verify= the= extent= significant=
relationship= exists= among= the= variablesK= qhe=
correlation =result =is =reported =in =qable =O =and =
shows= the= significant= interrelationship= among=
the=variablesK=
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Table OW= Correlation=of=study=variables=
=
sariables pchool= patisfaction= Career= merformance= bthnicity= _ehaviour= pelection=
pchool= N= = = = = = =
patistaction= MKTTRGG= N= = = = = =
Career= MKUSTGG= MKVNSGG= N= = = = =
merformance= MKPSR= MKPRQ= MKPSM= N= = = =
bthnicity= MKUMMGG= MKVMQGG= MKVQSGG= MKMVN= N= = =
_ehaviour= MKTQRGG= MKTTMGG= MKUUNGG= MKMMO= MKVUQGG= N= =
pelection= MKUNSGG= MKTVNGG= MKUPTGG= MKPTP= MKUNSGG= MKSMVG= N=
GGcorrelation=is=significant=at=MKMN=levels=EOJtailedF=Gcorrelation=is=significant=at=MKMR=levels=EOJtailedF=
=
=
qhe =table =shows =that =most =of =the =variables =are =
significantly= correlatedK= cor= instanceI= school= is=
significantly= correlated= with= satisfaction= at=
MKTTRI= career= at =MKUSTI =and =ethnicity= at= MKUMMI=
behaviour= MKTQR= and= selection= at= MKUNS=
respectivelyK= qhis= implies= that= there= is= s= strong=
interrelationship=that=exists=among=the=variablesX=
each=could=be=affected=by=another’s=reactionK==
=
eoweverI=not=all=the=variables=show=significant=or=
strong= correlationK= merformance= does= not= show=
any= relationship= with= ethnicityI behaviour= and=
selectionK=qhe=relationship=between=performance=
and= schoolI= satisfaction= and= career= is= also= nonJ
significantK=

=
qhe= importance= of= establishing= any= relationship=
among= the= variables= is= to= help= understand= the=
influence=and=impact=of=each=variable=among=the=
othersK= eoweverI= to= specificallyI= assess= the=
impact= the= independent= variables= have= on= the=
dependent= variable= EperformanceFI= the= standard=
regression=was=appliedK=qhe=regression=measures=
the= individual= impact= of= all= the= other= variables=
EselectionI behaviourI ethnicityI career and 
satisfactionF= on= the= dependent= variable= J=
performanceK===
=
=

=
Table PW= ptandard=oegression=
=

aependent=variable=Z=performance=
sariables jČdel N jČdel O 
Constant= NKUPP=

ENKSRRF=
OKRMM=

EOKSVOF=
pelection= MKMTR=

EMKOMOF=
JMKOPS=

EJMKPNSF=
_ehaviour= JMKTNQ=

EJNKQRQF=
JVKVNV=

EJOKMMMF=
bthnicity= JOKNPM=

EJPKPMSFG=
JNKUOS=

EJPKNNQFG=
Career= OKRNM=

EPKSRMFG=
OKUVS=

EQKUUMFGG=
patisfaction= J=

=
MKSPV=
ENKOORF=

pchool= J= MKQTN=
ENKMSVF=

AdjK=o=sqK= MKTUN= MKTTR=

jean=sq= OKNST= OKSOR=

lbservation= NM= NM=
Gsignificant= at= MKMN= levelX= GGsignificant= at= MKMR= levelK= cigures= in= parentheses= are= the= tJstatistics= while=
others=are=the=variables=coefficients=
=
=
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qhe=regression=result=is=presented=in=qable=PK=qhe=
results =are =in =two =models =and =show =the =
coefficient= and= tJstatistics= Eshown= in=
parenthesesF= of= each= of= the= independent=
variablesK=
=
qhe= regression= result= shows= that= career= has= the=
most= positive= significant= effect= on= the=
performance=of=the=ethnic=minority=studentsK=qhe=
variable=has=a=coefficient=of=OKRNM=and=tJstatistics=
of=PKSRM=in=model=NI=which=is= significant=at=MKMNK=
qhe= significance= of=career=remains= even=stronger=
on=the=model=O=with=a=coefficient=of=OKUVS=and=tJ
statistic= of= MKQUUMK= qhis= implies= that= career= is= a=
dominant= factor= in= the= overall= academic=
performance=of=students=from=the=minority=ethnic=
groupK= qhe=variable=ethnicity=shows= a=significant=
negative= significance= with= performance= of= the=
students= from= the= ethnic= minority= groupK= = qhe=
variable= has= a= coefficient= of= JOKNPM= and= JNKUOS=
and=tJstatistics=of=JPKPMS=and=JPKNNQ=respectivelyK=
qhis= implies= that= ethnic= background= of= the=
students= from= minority= group= has= a= negative=
impact =on =their =performanceK =qhis =result =can =be =
explained= by= the= sometimesI= negative= stigma=
attributed=to=minority=ethnic=studentsK=
=
qhe= results= obtained= are= not= entirely= surprisingK=
jajors=EOMMMF=asserts=that=the=prospect=of= good=
career=has=a=propelling=effect=on=studentsK=qhis=is=
particularly=important=for=students=from=minority=
ethnic= groups= whose= academic= career= prospects=
are= hardly= encouragingI= either= because= of= poor=
family=orientation=or=lack=of=visionK==dillborn=and=
jirza=EOMMMF=found=that=black=minority=students=
often= aspire= lower= than= their= white= counterparts=
into= positions= of= leadership= and= public= serviceK= =
qhose= with= such= aspirations= are= not= surprisingly=
good=in=their=academic=performanceK=
=
Critiquedofdresearchdmethodologyd
=
qhe= research= is= a= quantitative= studyI= using=
primary= dataK= A= major= shortcoming= of= the=
research=technique=is=the=analytical=tools=and=the=
small= sample= sizeK= oegression= results= are= more=
reliable=with=a=large=sampleK=eartas=EOMNMF=posits=
that= large= quantity= of= data= yields= more= reliable=
and= generalised= resultsK= qhe= study= was= also=

confirmed=to=schools=and=minority= ethnic= groups=
within= the= hent= councilsK= A= wider= sample=
selection= would= ensure= that= the= result= reflects=
the= minority= students= irrespective= of= area= of=
settlementK=
=
qhe= questionnaire= was= closed= ended= which=
ensured= that= respondents= tick= options= of= their=
choiceK= qhe= questions= were= drawn= to= primarily=
reflect =only =the =research =interestK =qhis =did =not =
give=room=for=parents=to=add=as=much=information=
as= possibleK= qhese= shortcomings= may= have= a=
significant=impact=on=the=resultsK=
d
Conclusionddd
=
qhe= study= was= set= out= to= investigate= the=
difference= in= academic= achievement= between=
students=attending=grammar=and= public=schoolsK=
ft=also=examined=their=academic=performance=and=
behaviour= as= it= affects= the= minority= groupK= qhe=
school= admission= policy= and= its= impact= on=
performance= and= progression= on= minority= ethnic=
students=were=also=investigatedK=
=
qhe =study =shows =that =career =aspiration =was =the =
most= significant= factor= affecting= academic=
performance= of= children= from= minority= ethnic=
backgroundK=ptudents=from=established=academic=
backgrounds =are =likely =to =perform =better =than =
otherK= qhe= study= also= found= that= identifying=and=
classifying =students =on =basis =of =their =colour =and =
ethnicityI= significantly= affected= their=
performanceK= qhis= is= becomes= noticeable= in=
environments= where= minority= groups= are=
stigmatised= with= name= callings= as= a= result= of=
their= ethnic= backgroundK= = eoweverI= such= stigma=
can =be =reduced =with =proper =supervision =by =the =
teachersI= ensuring= that= the= feeling= equality= is=
entrenched=among=all=the=studentsK=
=
Contrary= to= some= studiesI= the= choice= of= school=
Ewhether= grammar= or= publicF= and= the= school=
selection= policy= did= not= play= any= significant= role=
in= the= academic= performance= of= ethnic= minority=
childrenK===
=

= =
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Abstractdd
=
jicroinsurance=as=an=access=of=financial=services=among=low=income=markets=has=a=long=way=to=go=
in=terms=of=coping=with= issues=related=to=sustainability= and=growth=especially=among=developing=
countriesK=pignificant=gaps=exist=in=the=delivery=of=the=risk=management=arsenal=for=the=poorK=daps=
pervade=as=the=needs=of=microinsurance=for=funding=from=donors=and=technical=expertise=from=the=
formal=insurance=corporations=arisesK=jicroinsurance=as=a=form=of=an=access=of=financial=services=to=
the =poor =demands =trust =as =supreme =for =sustainable =operations =while =volume =turnover =is =key =for =
financial=growthK=qhe=low=income=market=is=fundamentally=affected=with=cash=flow=constraints=and=
tends= to= constrain= premium= valuation= and= coverage= computationsK= curther= limited= by= lack= of=
regulation= to= effectively= monitor= and= simultaneously= educate= the= low= income= marketI= issues=
among =low =income =markets =include =comprehension =of =the =concept =of =insuranceI =appreciation =of =
the =risk =and =return =associated =of =insurance =among =micromarkets =and =clearly =eventual =
acceptability=of==insurance=as=a=form=savings=and=investmentsK=
=
KeydWordsd
=
jicroinsuranceI= oisk= janagementI= jicroinsurance= bducationI= pavings= and= fnvestmentsI= Access= to= the=
moor=
=
=
Introductiond
=
qhis= preview= aims= to= describe= common= issues=
affecting= growth= and= developments= of=
microinsurance=as=an=access=of=financial=services=
to=the=poorK=ft=shall=cover=the=following=areasK=
=

NK aefinition=of=jicroinsurance=
OK lverview=of=the=jarket=
PK pources=of==jain=oisk=

QK fnstitutional= corm= of= = Access= to= =
jicroinsurance=

RK oelative= Complexity= of= = jicroinsurance=
mroducts=

SK hey=Cost===to=lperations=
TK hey=puccess=cactors=

 =
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TheoreticalsConceptuald
Frameworkd
=
jicroinsurance= is= an= attempt= to= manage= risk=
among =low =income =markets =where =access =to =
financial= services= are= unavailable= and= where= the=
magnitude=of=financial== innovations=hold=promise=
for==social=impact==and=profitable=gainsK===
=
fn=the=study=of=rpAfaI=microinsurance=started=as=
“industrial= insurance”= sold= at= factory= gates= in=
American=cities=in=early=NVMMDsK=At=that=timeI=the=
jetropolitan= iife= fnsurance= Company=
considered=the=largest=company=in=the=world=not=
only= in= insuranceI= introduced= the= selling= of=
“industrial= insurance”= to= factory= workersK= qhe=
insurance =package =was =a =response =to =a =factory =
workerDs= requirements= handled= by= agents= at=
factory =gatesK =qhe =premium =and =coverage =
valuation= measured= the= specific= risk= of= a= factory=
worker= in= comparison= to= his= cash= flow=
constraintsK= bvery= paydayI= premium= collection=

was=done=at=factory=gates=and=it=had=become=very=
efficient=in=a=way=that=it=enabled=many=developed=
countries= to= accumulate= investment= funds= to=
help=the=economy=growK==
=
qhis=type=of=scenario=however=did=not=materialize=
among= developing= countriesK= lftentimes= even=
access= to= basic= financial= services= as= savings= has=
not= been= smooth= nor= consistentK= fn= most=
countriesI= insurance= has= only= focused= with=
servicing= the= financial= requirements= of= high= net=
worth= individuals= and= corporate= clientsK= qhis= is=
understandable=since=there=is=huge=capitalization=
needed= to= muster= the= administrative= cost= and=
portfolio= rebalancing= requirements= in= order= to=
run=insurance=excellentlyK=
=
fn =the =draft =issue =paper =oegulation =and =
pupervision=of=jicroinsuranceI=the=fnternational=
Association=of=fnsurance=pupervisors=has=defined=
the= microinsurance= insurance= continuum= in=
cigure=NK=

=
cigure NW= qhe=jicroinsurance=Continuum=
=

pourceW=fssues=in=oegulation=and=pupervision=on=jicroinsuranceI=kovK=OMMSK=
=
=
qhe=continuum=in=cigure=N=has=explained=that=the=
basic=element=of=understanding=insurance=is=that=
it =is =insurance =accessed =by =the =low =income =
populationI=provided=by=different=suppliers=and=is=
essentially= run= in= accordance= with= the= generally=
accepted=insurance=principlesK=
=
qhe =ptate =as =the =risk =manager =of =the =last =resort =
may =determine =the =need =to =sponsor =access =to =
microinsurance=through=redistributive=practicesK=
=
fn= cigure= NI= the= funding= of= microinsurance= runs=
along =a =continuum =where =premiums =maybe =fully =

funded =by =private =individuals =Emarket =ledF =or =
premiums =Eor =a =proportion =thereofF =may =in =fact = =
be= paid= by= the= ptate= Eas= form= of= redistributionF=
regardless= of= the= type= of= entity= providing= the=
serviceK= qhusI= in= both= casesI= it= involves= the=
business=of= insurance=except=that=the=distinction=
now=falls=on=the=type=of=fund=providerK=
=
pimilarlyI= microinsurance= products= can= be=
classified= as= welfare= oriented= such= as= health=
cover=or= maternity= benefits= while= other= products=
can =be =classified =as =market =oriented =such =as =life =
and= property= insuranceK= mroduct= packaging= can=
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also =be =a =mix =strategy =of =product =and =fundingI =
making =the =insurance =policy =more =flexible =to =the =
needs= of= the= clienteleK= puch= technique= has=
enabled=the=basket=of=insurance=product=portfolio=
more =attractive =to =the =buyer =and =thus =hopefullyI =
more==sustainable=in=the=long=runK==
=

ln =one =handI =the =draft =on =fssues =in =oegulation =
and= pupervision= has= cited= the= importance= of=
promoting= an= “inclusive= financial= system”= found=
in =cigure =OK =qhis =diagram =incorporates =the =low =
income= household= into= the= whole= financial=
process= while= effectively= serving= the= total=
insurance=requirements=in=the=financial=marketK=
=

=
cigure OW= _uilding=fnclusive=cinancial=pystems=
=

=
pourceW=“fssues=in=oegulation=and=pupervision=on=jicroinsuranceI=kov=OMMSK=
=
=
qhe= need= to= integrate= microinsurance= into= the=
formal= financial= system= ensures= sustained= and=
effective =access =of =financial =services =at =the =most =
affordable= cost= among= all= playersK= At= the= same=
timeI =such =integration =hopefully =shall =pave =way =
for =potential =channels =in =the =market =for =gradual =
redistribution= of= wealth= accumulation= among= all=
the=players=rich=and=poor=alikeK=
=
qhis= three= tiered= leveling= defines= the=
complexities= of= the= financial= marketK= qhe= macro=
level= includes= the= policy= legislationI= regulation=
and= supervision= while= the= meso= level= covers= the=
credit= bureauI= auditors= and= technical= service=
providersK =qhe =micro =level =consists =of =the =banksI =
microfinance=institutions=and=insurersK==
=
_esides= that= the= draft= report= on= fssues= in=
oegulation= and= pupervision= in= jicroinsurance=
has= pointed= out= that= = the= demarcation= line= = of=
social= welfare= EredistributionF= programmes= and=
the= = financial= instruments= is= distinct= and= = must=
not=in=any=way=inhibit=the=development=of=market=

led=initiatives=from=the=private=sector=especially=in=
product=and=service=innovationsK=
=
ReviewdofdCompetingdThoughtsd
=
NK aeÃinitiČn ČÃ jicrČinsurance 
=
qhere=is=an=overwhelming=agreement=in=rpAfaDs=
definition=of==microinsurance=as=the=protection=of=
low= income= people= against= specific= perils= in=
exchange= for= regular= premium= payments=
proportionate= to= the= likelihood= and= cost= of= the=
risk =involvedK =crom =the =draft =on =fssues =in =
oegulation= and= pupervision= of=jicroinsuranceI= a=
number=of=characteristics=can=be=used=to=describe=
microinsuranceW=
=

NK oisk= pooling= instruments= for= the=
protection=for=low=income=householdsK=

OK fnsurance=with=small=benefitsK=
PK fnsurance= involving= low= levels= of=

premium=and=
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QK fnsurance= for= persons= working= in= the=
informal=economyK=

=
eowever =in =another =study =CdAm =on =
jicroinsuranceI=it=has=added=that=microinsurance=
is=not=simply=a=process=of=downsizing=commercial=
insurance= products= and= marketing= those= to= the=
low =income =marketK =ft =totally =requires =new =and =
interesting= policy= components= that= specifically=
respond=to=the=particular=need=of=the=low=income=
marketK=
=
fn=factI=microinsurance=creates=a=link=bridging=the=
gap =in =the =financial =market =for =providing =much =
needed= access= of= financial= services= to= the= poorK=
jicroinsurance= is= as= similar= in= concept= with=
formal= insurance= except= that= this= subjugation= is=
clearly= prescribed= for= the= low= income= marketsK=
qhe= process= of= microinsurance= covers= the= same=
principles= and= concepts= governing= the= business=
of= formal= insuranceK= cor= microinsuranceI= the=
process =has =become =far =more =exciting =as =it =now =
requires=creativity= in=the=formulation=of=products=
and=services= distinctly=unique=and=separate= from=

among= the= array= of= formal= standard= insurance=
productsK=
=
OK lverview ČÃ the jarket 
=
fndeed =since =the =low =income =market =is =
conventionally= not= of= particular= interest= to= huge=
insurance= corporationsI= the= importance= and=
necessity= of= insurance= however= transcends=
market=income=classification=and=categoriesK==
=
fn= cigure= PI= the= market= income= segmentation=
becomes= pronounced= as= insurance=converges= on=
Area=A=where=clients=are=companies=and=high=net=
worth= individualsK= fnsurance= packages= are=
described =to =be = =voluntary =as =life =insurance =and =
obligatory=which=are==required=either=by=law=or=by=
creditor =banks =while =the =_ =market =tend =to =be =
mostly=non=auto=related=commercial=productsK=
=
jicroinsurance=provides=insurance=to=the=Area=C=
marketK= jore= oftenI= borrowers= are= advised= to=
obtain= insurance= for= property= or= a= credit= life=
insurance= as= a= means= of= securing= the= lending=
institutionDs=interestK=

=
cigure PW= lverview=of=the=jarketK=

=
pourceW=rpAfa=oeportI=OMMRK=
=
=
Area =a =is =the =domain =of =the =social =security =and =
the=public=health=insurance=systems=of=the=ptateK=
qhe= insurance= coverages= are= limited= and=
incomplete=oftentimes=offered=on=subsidy=to=low=
income=workersK=qhis=area=runs=across=all=sectors=
in= the= market= as= the= coverage= include= pensionsI=

disability= benefitsI= primary= health= care= and=
medicationsK=
=
Area =C =is =the =present =market =for =microinsurance =
while= Area= b= indicates= the= potential= market= for=
microinsuranceK= _oth= these= areas= expand= to=
providing=access=to=individuals=who=often=cannot=
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avail= appropriate= insurance= products= from= the=
commercial= sectorK= ft= can= further= extend= to=
providing =access =to =insurance =below =the =Area =b =
rangeK =An =example =of =such =types =of =policy =
package =is =the =insurance =policy =for =bags =of =

agricultural= inputs= sold= through= retailersI= post=
offices=or=through=computer=kiosksK=
=
PK pČurces ČÃ jain oisk 
=

=
cigure QW== jain=pources=of=oisks=
=
 jicrČ jesČ jacrČ 

= fdiosyncratic= = Covariant=

katural= = oainfall=
iandslides=
solcanic=bruption=

barthquakes=
cloods=
arought=

eealth= fllness=
fnjury=
aisability=

bpidemic= =

iife=Cycle= _irth=
lld=Age=
aeath=

= =

pocial= Crime=
aomestic=siolence=

qerrorism=
dangs=

Civil=tar=
tar=
pocial=rpheaval=

bconomic= rnemployment=
_usiness=cailure=

oesettlement=
earvest=cailure=

cinancial=or=currency=
Crises=

molitical= = bthnic=aiscrimination=
oiots=

molitical=aefault=or=pocial=mrogrammes=
Coup=dDetat=

bnvironmental= = mollution=
aeforestation=
kuclear=aisaster=

=

pourceW=fssues=in=oegulation=and=pupervision=in=jicroinsuranceI=OMMSK=
=
=
ln=the=handI=the=main=sources=of=risks=among=the=
low= income= people= are= categorized= in= cigure= QK=
qhis=illustration=has=implied=that=the=type=of=risks=
faced=by=any=individual=is=pretty=much=common=to=
almost= all= income= levelK= Apparently= for= the= low=
income =marketsI =the =frequency =of =the =risk =and =
possibility= of= the= risk= event= happening= are=
relatively= higher= compared= to= their= counterparts=
belonging= to= the= higher= income= levelK= merhaps=
this =has =been =explained =by =the =fact =that =more =
oftenI= low=income=individuals= reside= in=high=risks=
areas= and= are= endemically= subject= to= greater=
risksK= lbviouslyI= such= vulnerability= is= often=
identified= with= the= low= income= individuals= since=
they=are=the=groups=most=likely=to=have=limited=or=

no =money =available =to =protect =and =hedge =
themselves=against=these=identified=risksK= =
=
QK fnstitutiČnal cČrms ČÃ Access tČ 
jicrČinsurance  
=
qhe =issue =of =access =to =insurance =and =more =so =to =
microinsurance= among= low= income= households=
within= developing= countries= is= completely= laden=
with= problems= which= is= either= described= to= be=
difficult=or=completely=unavailableK=eowever=once=
insurance =becomes =availableI =two =forms =tend =to =
flourish= outside= of= the= government= social=
protection=programmesK==
=
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NK qhe= cormal= fnsurance= fndustry= –= these=
are= the= legally= recognized= insurance=
companies= with=adequate=reservesI=with=
capabilities= for= reinsurance= and= with=
huge= capital= requirementsK= lperates=
under=the=insurance=lawK=

=

OK qhe=fnformal=fnsurance=fndustry=–=these=
are= usually= not= regulated= at= this= time=
moment =and =where =portfolio =is =not =re =
insurable= because= of= insufficient= capital=
or=reservesK=
 

cigure RW= hey=aistinctions=_etween=Conventional=EcormalF=and=jicro=insuranceEfnformalF=
=
CČnventiČnal fnsurance  jicrČinsurance 

mremium= collected= from= employers= or= bank= account=
deductions=

mremium= often= collected= in= cash= or= associated= with=
another= transaction= such= as= loan= repayment= or= asset=
purchaseX= should= be= designed= to= accommodate= the=
marketDs=irregular=cash=flowK=

Agents=primarily=responsible=for=sales= Agents=manage=the=entire=customer=relationshipK=

qargeted=at=wealthy=or=middle=class=clients= qargeted=at=low=income=personsK=

jarket=is=largely=familiar=with=insurance= jarket=is=largely=unfamiliar=with=insurance=and=therefore=
requires=a=heavy=investment=in=consumer=educationK=

pold=by=licensed=agents= lften=sold=by=unlicensed=agentsK=

iarge=sums=insured= pmall=sums=insuredK=

mriced=based=on=ageLspecific=risk= Community=of=group=pricingK=

iimited=eligibility=with=standard=exclusions= _roadly=inclusiveI=with=few=if=any=exclusionsK=

ptandard=exclusions= cew=if=any=exclusionsK=

Complex=policy=document= pimple=easy=to=understand=policy=documentK=

Agents= paid= on= commissionI= which= may= encourage=
aggressive=sales=practices=

Agents= paid= commission= or= get= market= up= Linducements=
which=may=encourage=abusive=practicesK=

Claims=process=may=be=quite=difficult=for=policyholdersK= Claims=process=should=be=simple=while=still=controlling=for=
fraudK=

pourceW=“fssues=in=oegulation=and=pupervision=on=jicroinsurance”I=kovK=OMMSK=
=
=
ft =has =to =be =noted =that =the =major =differences =
between= the= informal= and= formal= insurance=
systems=are=not=so=much=on=principles=governing=
the= product=differentiation= among= both= forms= of=
institutionsK= fnsteadI= the= key= to= microinsurance=
heavily= anchored= on= the= cost=effectiveness= of= its=
processes=and=systems=as=it=begins=to=operateK=
=
lther= than= these= differencesI= cigure= R= has= also=
pointed= out= that= these= two= institutional= forms=
are= distinguished= with= the= kind= of= market= they=
serviceK= qhis= institutional= form= fundamentally=
affect= risk= and= coverage= valuationI= service=
operational= requirements= and= structural= design=
eventually= establishedK= ppecifically= the=

institutional= form= of= an= insurance= entity= has=
redound= to= cause= an= effect= in= its= organizational=
structureI= product= portfoliosI= pricing= premiumsI=
coverage=valuations=as=well=as=the=administrative=
and=other=transaction=costsK=
=
RK oelative CČmplexity ČÃ jicrČinsurance 
mrČducts 
=
fnterestinglyI= insurance= products= for= the= low=
income= households= more= often= exhibits=
innovations= and= creativity= in= all= dimensions= of=
the= service= designK= rniqueness= becomes= critical=
as= products= for= the= low= income= households=
requires= strict= adherence= to= limited= cash= flow=
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capabilities=of=the=poorK=jicroinsurance=packages=
must =be =specific =to =need =of =the =poorK =ft =must =be =
easy =to =understand =and =must =be =cheap =as =
affordable =as =the =premium =could =possibly =be =
valuedK=
=
cigure =S =has =shown =the =basket =of =insurance =
productsI= its=protection=provided=and=the=degree=
of= complexity= of= the= productK= qhe= complexity= of=
the= product= tends= to= more= likely= indicates= the=
premium= and= coverage= valuations= since= the= risk=
assessment= has= grown= more= uncertain= and=
almost= impossible= to= quantifyK= bxpectedly= in=

microinsurance= the= more= complicated= the=
product=offeringI= the=more=likely= the=product=will=
not =flourishK =qhe =best =way =to =operate =in =the =low =
income= market= has= to= begin= with= testing= the=
market= with= the= introduction= a= basic=
microinsurance= product= and= then= proceed= to=
branch= off= products= for= other= related=
microinsurance=productsK=As=the=first=offer=gained=
momentumI= the= microinsurance= providers= has=
already= understood= the= advantage= of= a= careful=
study= and= research= in= terms= of= dealing= with= low=
income =marketsK =qhereforeI =timing =is =as =equally =
importantK

=
cigure SW== oelatively=Complexity=of=aifferent=qypes=of=fnsurance=mroducts=
=
Type ČÃ fnsurance mrČtectiČn mrČvided CČmplexity ČÃ mrČduct 

Crop=fnsurance= moor= crop= yields= due= to= specified=
causesK=
katural=disaster=recoveryK=

eighly=Complex=
==

eealth= jedical=costs=for=illnesses=and=injuriesK= =

AnnuitiesI=bndowment=and=whole=lifeK= pavings= accumulationI= retirementI=
premature=deathK=

Complex=

mroperty= aamageI= destruction= and= theft= of=
households=assetsK=

=

qerm=iife= ioan=principal=and=interest=paidK=
_enefit=paid=to=beneficiariesK=
_urial=costsK=

joderate=

aisability=for=loans= ln =going =loan =payments =if =borrower =
becomes=seriously=disabledK=

=

Credit=iife= ioan= principal= and= interest= paid= on=
death=of=borrowerK=

pimple=

pourceW=“fssues=in=oegulation=and=pupervision=on=jicroinsurance”I=kovK=OMMSK=
=
=
Another=product=consideration=in=microinsurance=
has=to=do= with= the= intangibleness=of=the=product=
being=marketedK=ft=may=be=necessary=to=consider=
additional=features=of=tangible=intervention=which=
can =be =enjoyed =by =the =insured =during =the =life =of =
the= policyK= qangible= interventions= can= be= as=
simple= as= monthly= gathering= with= the= clientsI=
visits= to= the= residence= of= the= insuredI= birthday=
greetingsI= informal= surveysI= and= other= activities=
compatible=with=the=clients=culture=and=practicesK=
puch= intervention= would= usually= promote= both=
product=and=microinsurance=provider=loyaltyK=
= =

qhis= strategy= however= may= tend= to= increase=
service= and= administrative= cost= which= hopefully=
would= allow= gains= for= the= microinsurance=
provider= in= the= long= runK= fn= doing= soI= an=
information =data =base =of =the =market =must =have =
already= been= built= or= must= have= already= been=
reinforced=from=social=and=business=relationships=
initiated= beforehand= by= the= microinsurance=
provider=to=the=insuredK=
=
SK hey CČst ČÃ lperatiČns 
=
qhe=key=costs=in=operations=in=microinsurance=are=
the=cost=of=coverage=and=the=administrative=costK=
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_oth=costs=are=as=important=as=the=other=but=it= is=
the=administrative=cost=where=the=microinsurance=
provider= is= most= flexible= in= controlling= and=
reducing=expense=in=order=to=earn=an=extra=notch=
in= incomeK= oemarkably= the= administrative= costs=
can=be=reduced=by=technology=solutions=requiring=
however= large= initial= investmentK= Although= once=
servicingI=the=automated=system=will=tend=to=save=
tremendous= cost= in= making= business= less=
expensive=and=hopefully=more=efficientK==
=
fn =the =rpAfa =reportI =the =hospital =cash =policy =of =
Aldagi= fnsurance= which= was= sold= through= the=
Constanta= coundation= in= deorgia= which= links=
policies=sold=to=ConstantaDs=credit=productsK=lnce=
the =loans =are =set =up =in =the =ConstantaDs =system =
there= is= an= indicator= for= the= voluntary= insurance=
purchase=which= is=simultaneous= once=the= loan= is=
disbursedK= A= file= is= created= that= is= batched= and=
transmitted=to=Aldagi=with=a=computed=generated=
call= which= is= then= integrated= into= the= AldagiDs=
systemK=
=
TK hey cactČrs tČ puccess 
=
qhe= success= of= microinsurance= as= an= industry= is=
affected= by= several= factorsK= jicroinsurance=
products =must =be =demand =driven =and =must =be =
delivered= in= a= manner= that= responds= directly= to=
the= insurance= needs= of= the= low= income=
householdsK=cor=the=microinsurance=providerI=it=is=
a= must= that= the= product= must= be= designed= in=
accordance=to=the=cash=flow=characteristics=of=the=
targeted= marketK= ft= is= desired= that= benefits= for=
the =insured =must =not =only =come =from =the =
protection= of= the= insurance= productI= but= must=
also= be= enhanced= with= after= sales= service=
immediately= after= the= policy= commencesK= puch=
dedication= in= policy= after= sales= servicing= would=
tend= to= promote= client= loyalty= and= thusI= would=
tend =to =build =much =needed =boost =in =client =
diligence=to=service= its=premium=requirements= as=
wellK=
==
ft= is=a=constraint=for=microinsurance=providers=to=
niche =in =a =market =compounded =with =cash =flow =
constraints= to= avail= for= quality= extensive=
insurance= policiesK= aespite= suchI= it= has= been=
interesting= to= observe= that= what= seems= to= have=
work=for=the=formal=as=in=the=informal=insurance=is=
volumeK =jeasured =in =terms =of =number =in =policy =
holdersI=this=would=imply=that=higher=the=volume=
turnover=the=better=for=the=businessK==

=
diven= minimal= premiumsI= microinsurance=
providers=similarly=have=to=address=a=fact=that=the=
low=income=market=considers=insurance=the=least=
priority= in= the= budgetK= fn= premium=valuation= the=
possibility=for=undervaluing=premium=is=unwise=as=
to =the =chance =of =overvaluing =premium =is =ill =
advisedK= fn= both= circumstancesI= the= inaccuracy=
places= unnecessary= burden= to= an= already= cash=
trapped= low= income= niche= and= instantly= exacts=
pieces =of =perils =in =the =operations =of =
microinsuranceK=
=
oecently= several= microinsurance= providers= offer=
products=on=groups=on=a=mandatory=basisK=qhese=
policies= are=primarily=based= to=providing=families=
with= benefits= once= an= accidental= death= occursI=
thus= allowing=premiums= to= be= relatively= low= and=
are=easily=linked=to=a=loan=productK=puch=strategy=
would=tend=to=keep=administrative=costs=minimal=
since= no= work= is= required= to= separate= insured=
individual= clients= from= the= non= insured= in= the=
microinsurance= providerDs= activities= and= recordsK=
pimilarly= sales= activity= can= be= limited= to=
informing= and= educating= clientsI= thus= hopefully=
minimizing= adverse= selection= in= both= sick= and=
healthy=clientsK=
=
fn =a =study =of =rpAfaI =it =cited =Afd =rganda =which =
has= benefited= implementing= this= techniqueK= Afd=
rganda =covered =over =NKS =million =lives =serviced =
only =by =OP =insurance =policiesK =ClearlyI =these =OP =
policies=were=catered=to=microfinance=institutions=
where= clients= were= required= to= purchase= group=
personal= accident= policy= Afd= rganda= has=
specifically=developed=for= themK=fn=this=exampleI=
a= partnership= between= a= formal= insurance=
provider= EAfd= rgandaF= and= a= microfinance=
institutionEjcfF =has =been =forged =and =is =now =an =
important= strategy= as= a=form= of=delivery=channel=
for=successful=microinsurance=operationsK==
=
qarget =jcfs =for =partnership =are =described =to =be =
efficiently= and= actively= working= in= low= income=
areasI =have =an =effective =system =to =manage =cash =
and =have =been =serving =a =market =who =are =
described =to =be =more =future =orientedK =cormal =
insurance= providers= for= instance= like= the= AfdI=
fCfC= and= Alliance= have= found= working= with=
intermediaries=EjcfsF=more=effective=in=delivering=
microinsuranceK= qhese= channels= can= help= reduce=
premiums= assessments= and= collections= while=
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effectively= meeting= the= needs= of= the= low= income=
groupsK==
=
Certainly= these= innovative= models= of= providing=
access =of =financial =services =to =the =low =income =
market= are= constantly= being= tested= as= the=
industry= begins= to= gain= recognition= worldwideK=
qhis= technique= of= partnership= between= a= formal=
insurer= with= a= jcf= has= initially= manifested=
success =as =a =model =for =providing =access =to =low =
income =marketsK =fn =a =rpAfa =reportI =it =cited =a =
best=list=of=jcf=characteristics=to=includeW==
=

NK qhe= intermediary= needs= to= service=
regular=transactions=with=the=low=income=
people= to= eliminate= hindrances= in=
premium= paymentsK= mremium= payments=
must= be= as= accessible= as= possible= since=
the =target =market =could =go =as =low =as =
house= guards= in= rganda= and= tea= leaf=
pickers=in=pri=iankaK=

=
OK fntermediaries= must= enjoy= the= trust= of=

their= clientsK= _ecause= money= is=
precariously= limited= among= the= low=
income= marketI= clients= in= this= market=
tend =to =be =distrustful =of =insurance =and =
find= insurance= strange= and= therefore=
must =be =avoidedK =As =suchI =in =fndonesia =
workers= with= the= postal= service= acquires=
microinsurance= through= its= postal=
outletsK=

=
PK qhe= intermediary= should= have=

reasonable= financial= and= management=
control= systems= which= will= allow= for=
proper= management= and= accounting= of=
the= premiums= and= other= policy=
information= based= on= the= generally=
accepted=insurance=principlesK=

=
QK qhe=intermediary=must=be=trustworthy=to=

the= partner= insurerK= qhe= role= of= the=
partner= insurer= is= crucial= in= terms= of=
product= development= and= portfolio=
capitalizationK= thile= the= partner= insurer=
exposes= among= othersI= its= nameI= its=
products= and= servicesI=on= one= handI= the=
intermediary= is= expected= manage= claims=
and= premium= assessments= with=
prudence=and=financial=accountabilityK===

=

RK fnsurers= must= be= willing= to= provide=
incentives= to= the= intermediariesK=
fncentives =can =come =in =the =form =of =
commissions= collected= from= premiumsI=
profit= sharingI= provision= of= fees= and=
other= schemes= which= will= motivate=
intermediaries= as= frontliners= of= the=
serviceK==

=
SK pince =insurance =is =keen =on =volumeI =an =

intermediary= must= have= a= large= number=
of= clients= which= can= be= potential= policy=
holdersK= fn= the= mhilippines= for= instanceI=
an=insurance=company=tied=up=with=a=cell=
phone =company =to =reach =the =market =of =
microinsurance=among=subscribersK==

=
qhe=rpAfa=report=stressed=the=importance=of=all =
these= characteristics= in= partnership= agreements=
in= view= of= the= fact= that= the= strength= in= one= area=
may=not=necessarily=mitigate=the=weakness=of=the=
other= areas= in= the= running= the= business= of=
microinsuranceK= joreoverI= creative= delivery=
channels= have= to= ensure= that= administrative=
costs=are=kept=to=its=minimalK=
=
ResearchdGapsd
=
Culled= from= the= study= on= mreliminary= aonor=
duidelines= for= pupporting= jicroinsurance= and=
from= the= preview= of= other= related= studiesI= areas=
for= research= could= be= desired= in= four= categoriesX=
for= the= formal= insurerEpartnerFX= for= the=
microinsurance= providerEjcf= or= intermediaryFI=
for= the= insuredEpolicy= holderF= and= for= the=
regulatorK=
=
cor= the= partner= insurer= and= microinsurance=
providersI= research= can= be= useful= to= answer=
issues=on=the=followingW=
=

NK qechnical=ComplexitiesK==
fnsurance= is= a= highly= technical= business=
requiring= expertise= both= in= concept= and=
application= of= an= intangible= serviceK=
jicroinsurance= demands= an= even=
greater= expertise= in= actuarial= and=
servicing=capabilities=as=it=faces=a=market=
characterized= to= be= highly= prone= to= risk=
and=with=very=limited=cash=flowK=

=
=
=
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OK rnderwritingK=
qhe= risk= structure= in= microinsurance= is=
different= from= that= of= the= formal=
insurance= simply= because= each=
institutional= structure= are= faced= with=
significantly= different= type= of= assetsK=
that= makes= this= more= challenging= for=
underwriting=is=the=fact=that=the=process=
of =selecting =risk =to =be =insured =and =the =
process=of=determining=the=amounts=and=
terms =to =be =accepted =for =the =risks =
identified= have= been= made= difficult= by=
unavailable= dataK= Among= other= things=
once=data=becomes=availableI=these=data=
are= undermined= by= issues= related= to=
adverse= selectionI= moral= hazard= and=
fraudK=

=
PK mremium=CollectionsK=

qhis=is=a=critical=concern=for=business=and=
it= is= where= major= problems= in=
microinsurance= surfacesK= qo= lower=
transaction= costs= and= increase=
investment= revenueI= partner= insurers=
often =require =a =scheme =for =paying =
insurance=premiums=on=an=yearly=basis=in=
order= to= cut= on= administrative= costsK=
lbviously= this= is= not= affordable= for= the=
low= income= market= who= prefers= regular=
and=smaller=premium=paymentsK=

=
oesearches=can= further= excite= strategies=
on= schemes= for= premium= collections=
keeping= in= line= with= the= low= income=
marketDs= cash= flow= constraints= and=
budget=allocationK= rpdating= information=
developments= of= the= target= market= and=
designing= mechanisms= to= hasten=
premium =payments =and =collections =are =
definitely=interesting=areas=for=researchK=

=
QK Adequate=CoverageK=

oesearches= must= extract= alternative=
options= for= reinsurance= where=
microinsurance=schemes=could=be=able=to=
enjoy= similar= protection= against= events=
such= epidemics= and= natural= disastersK=
pince =microinsurance =are =more =prone =to =
covariant= riskI= it= is= imperative= for= the=
industry=to=have=access=to=a=reinsurance=
facility= in= order= to= hedge= the= industry=
from=potential=losses=coming=from=macro=
level=systemic=risksK==

=
lne=strategy=to=address=the=reinsurance=
concern =has =been =an =attempt =from =
various= industry= players= to= form=
partnerships= involving= a= large= insurance=
company= with= an= intermediary= EjcfFK=
oesearch= issues= could= be= undertaken= to=
carry=out=resolving=partnership=decisions=
fast =and =allow =more =time =on =resolving =
areas= for= enhancing= partnership=
agreements= which= can= help= deliver=
better= service= to= the= low= income=
marketsK=

=
RK aelivery=Channel=

oesearch =could =also =attempt =on =
identifying=effective=delivery=channels=for=
microinsurance= to= undertake= its=
programmes =as =it =has =already =began =to =
implement= projects= using= community=
based=and=other=local=initiativesK=pome=of=
these=initiatives=are=funded=by=donors=to=
make= markets= more= inclusive= and= most=
donors= are= giving= assistance= to=
microinsurance= provders= in= terms= of=
technical=and=financial=assistanceK==

=
SK iack= of= cinancial= pustainability= and=

CapabilitiesK=
qhe= cost= of= acquiring= and= servicing=
customersI= the= cost= of= start= up=
operations= and= excessive= claims=
resulting= from= inexperienced=
underwritingI= the= cost= of= premium=
setting= and= uncontrolled= management=
are =surefire =formula =to =bankruptcy =and =
failed= microinsurance= operationsK=
bnhancing= limited= insurance= knowledge=
on=sustainability=and=capability=enabling=
strategies= could= be= greatly= desired= to=
help=develop=and=upgrade=the=industryK==

=
cor= the= insured= Elow= income= clientsFI= the=
following=areas=could=be=undertakenK=
=

NK iack=of=jarket=ComprehensionK=
aeforms= the= market= and= is= clearly=
exacerbated= if= the= target= market= is= cash=
tightK =oesearches =could =expound =on =
designing=learning=tools=and=instruments=
aimed= at= illustrating= the= benefits= and=
responsibilities= that= goes= with= availing=
microinsuranceK= lutputs= in= educational=
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tools=and=learning=aids=in=microinsurance=
must =be =user =friendlyI =less =costly =and =
adaptable=to=the=level=of=appreciation=of=
the= low= income= marketsK= curther=
research =could =be =helpful =especially =if =it =
ventures =into =the =area =of =target =market =
comprehensionI= directed= towards=
constructing=better=understanding=of=the=
characteristics= and= nuances= of= the= low=
income=marketK=

=
cor =the =regulatorsI =research =issues =must =cover =
regulatory= mechanisms= designed= to= protect=
consumers= against= misleading= and= fraudulent=
insurance=practicesK=
=

NK peveral= microinsurance= providers=
operate= informally= without= access= to=
technical= expertiseI= without= options= for=
reinsurance= and= without= consumer=
oversightK= qhe= lack= of=any= legal= contract=
between= the= low= income= policy= holder=
and=the=microinsurance=provider=exposes=
the=integrity=of=the=business=to=potential=
dubious= transactions= which= could=
eventually= kill= the= industry= in= the= long=
runK=

=
OK ft=is=also=imperative=for=the=regulators=to=

uphold= its= function= of= educating= the= low=
income= markets= on= the= nature= and=
dimensions= of= microinsuranceK=
bducating=the=low=income=market=should=
not =be =left =solely =to =the =agenda =of =huge =
insurance= corporation= as= biases= in=
information= presentation= could= become=
unavoidableK==

= =
Conclusionsd
=
peveral= specific= notes= are= observable= in=
microinsurance=as=a=form=of=an=access=of=financial=
services=to=the=poorK=cor=instance=in=this=industryI=
trust=is=supreme=for=sustainable=operations=while=
volume=turnover=is=key=for=financial=growthK=
=
qhe=low=income=market=is=fundamentally=affected=
with=their=cash=flow=constraints=and=this=situation=
tends= to= limit= the= premium= valuation= and=
coverage= computationsK= qhis= cash= flow=
constraint= similarly= tends= to= create= a= downside=
delayI =if =not =a =tendency =to =totally =avoid =the =
decision= to= purchase= insuranceK= qhusI= educating=

the =poor =about =microinsurance =is =an =
indispensable=tool=to=saturate=the=market=and=to=
service=them=effectivelyK=A=well=informed=clientele=
would=tend=to=be=less=costly=to=manage=and=more=
easy=to=maintain=in=the=long=runK=
=
oegulators= are= fundamentally= responsible= for=
educating= the= public= about= microinsuranceK=
oegulation= must= carefully= assess= enabling= laws=
which= will= facilitate= an= environment= ready= for=
growth= and= development= while= at= the= sameI=
regulators=must=uphold=to=protect=the=integrity=of=
the=microinsurance=processK=
=
mroduct= introduction=and= design= must= always= be=
demand= drivenK= eoweverI= it= should= not= inhibit= a=
microinsurance=provider=to=initiate=the=offering=of=
an =affiliate =product =or =service =as =an =offshoot =of =
the=main=insurance=policyK=qhis=service=capability=
clearly= requires= an= extensive= data= base= network=
and= updated= knowledge= of= the= segmented= low=
income=marketK==
=
Administrative= cost= needs= to= be= monitored=
strictly= as= it= the= anchor= with= which=
microinsurance= can= maximize= profitabilityK= qhe=
microinsurance= provider= however= must= take=
caution= against= indiscriminate= cost= cutting= of=
basic=servicesI=in=view=of=the=purposive=interest=of=
integrating=the=target=market=into=its=information=
base= requirements= and= demand= growth=
opportunitiesK=
=
A= microinsurance= provider= must= always= operate=
with= a= perspective= of= a= long= term= partnership=
with= clientsK= lnly= through= building= relationships=
and= growing= with= the= client= can= help= enable=
microinsurance=as=an=industry=to=reap=rewards=for=
social= impact=and=to=gain=of=financial=recognition=
in=the=financial=systemK=
=
qhere= are= significant= gaps= in= the= delivery= of= the=
risk= management= arsenal= for= the= poorK= qhese=
gaps= pervade= as= we= begin= with= the= needs= of=
microinsurance =for =funding =from =donors =and =for =
technical= expertise= from= the= formal= insurance=
corporationsK= peveral= concerns= of= regulators= are=
further= limited=by=lack=of=regulation=to=effectively=
monitor= and= simultaneously= educate= the= low=
income =marketsK =fssues =among =low =income =
markets= include= comprehension= and= eventual=
acceptability =of =insurance =as =a =form =savings =and =
investmentsK=



 

= = = fnterdisciplinary=ptudies=gournal=J=sol=PI=kumber=OI=OMNP=©=iaurea=rniversity=of=Applied=pciences=OQ
 

Clearly= microinsurance= as= an= access= of= financial=
services =among =low =income =markets =has =a =long =
way =to =go =in =terms =of =coping =with =issues =related =
to= sustainability= and= growth= especially= among=

developing= countriesK= aespite= suchI=
microinsurance= as= an= industry= has= marked= its=
business =trade =uniquely =and =has =offered =more =
promises=than=everK=

=
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Abstractd
=
juch= is= needed= in= making= microfinance= sustainable= and= consistentK= qhe= urgency= for= agreement= in=
standards=and=indicators=to=be=used=for=microfinance=assessments=is=crucialK=qhe=technical=and=conceptual=
literature =are =crude =and =syntheticI =losing =the =advantage =of =a =consistent =body =of =procedure =and =field =of =
knowledgeK=Although=performance=assessments=and=evaluations=must=be=undertaken=in=order=to=provide=an=
immediate= measurement=and=continuous=feedback=mechanism=for=microfinance=programsI=it=is=interesting=
to=note=that=the=profile=of=funding=allocation=exhibited=strategies=of=most=of=the=development=investors=and=
that= of= social= investment= fundsK= ft= can= be= deduced= that= the= funding= allocation= strategy= of= an= investor= is=
more=often=a=function=of=where=interest=can=be=fully=maximizedK=cavored=programs=or=projects=are=found=to=
be= financially= or= socially= outstanding= or= sometimesI= are= simply= found= to= be= politically= strategicK= ft= is=
inevitable=to=bring=that=the=confusing=and=needy=condition=of=microfinance=performance=assessments=as=a=
body=of=knowledgeI=is=only=a=fair=reflection=of=the=state=of=the=microfinance=program=as=wellK=
=
KeydWordsd
=
merformance=Assessments=and=bvaluationI=jicrofinance=mrogramsI=jicrofinance=
=
=
Introductiond
=
qhis=review=looks=into=the=nature=of=performance=
assessments= in= microfinanceK= qhe= idea= of=
performance=assessment=is=similar=to=any=project=
evaluation= procedure= where= programs= are=
treated= as= options= or= alternative= strategies=
available =for =considerationK =ft =can =be =an =
expensive= prerequisite= to= any= project=
undertakingI= more= soI= when= performance=
assessments= fires= out= important= informationI=
critical= for= verifying= and= validating= the=

contribution= of= a= project= to= the= wholeX= in= this=
caseI= of= microfinance= to= an= efficient= financial=
systemK=
=
Objectivesd
=
qhe =field =of =microfinance =as =a =pursuit =of =study =is =
constrained= with= several= factorsK= coremostI= the=
constrain= begins= with= the= availability= of=
comprehensive= data= to= anchor= on= extensive=
analysis= and= empirical= based= policy=
recommendationK== jore= oftenI= the=
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current= body= of= literature= may= only= illuminate=
what= is= true= for= its= given= sample= populationK= ft=
may=stand=dangerous=to=be=implied=applicable=for=
other =markets =thereforeK =As =suchI =this =review =of =
performance= assessments= in= microfinance=
programs= shall= attempt= to= undertake= the=
following=objectivesW=
=

NK aescribe= the= research= challenges= and=
issues= in=the= financial=system= in= relation=
to= microfinance= performance=
assessments=

OK aescribe= the= categories= and= sources= of=
funding=to= microfinance=and= its=effect=to=
performance=assessments=andX=

PK aescribe=the=measurements=of=impact=of=
microfinance= and= the= methodologies=
available=for=performance=assessmentsK=

=

ft= is= presumed= that=the= output= of= this= paper= will=
only =be =an =initial =preview =which =in =no =way =
generalized= a= statement= of= all= performance=
assessments= happening= in= microfinance=
programsK==
=
TheoreticalsConceptuald
Frameworkd
=
An =efficient =financial =system =is =an =anchor =for =
robust= economic= growth= and= sustainable=
development=in=a=countryK=qhe=paper=asserts=that=
microfinance= is= an= effective= tool= of= providing=
access =of =finance =to =the =poorK =As =a =poverty =
alleviation=strategyI=it=is=crucial=that=microfinance=
operations= be= evaluated= and= assessed= of= its=
viability=and=operational=sustainabilityK=
=

=
cigure NW= qhe=jicrofinance=fmpact=and=Assessment=
=

=
pourceW=AuthorDs=fntegrationI=OMMUK=
=
=
rsing= cigure= NI= microfinance= as= a= poverty=
alleviation= strategy= must= be= able= to= enhance=
stability=of=the=financial=systemI=must= be=able=to=
widen=reach=of=access=of= finance=to=the=unserved=
market=and=must=be=able=to=increase=chances=for=
growth=among=the=marginalized=poorK=
=
fn =an =Aa_ =studyI =it =ironed =out =its =research =
challenges= and= issues= into= two= major= thrust=
related= to= developing= an= efficient= financial=
systemK=qhe=first=thrust=deals=with=understanding=

how=an=efficient=economic=system=contributes= to=
economic= development= and= poverty= reductionK=
qhe= second= thrust= deals= with= identifying= best=
policies= of= improving= effectivenessI= stability= and=
reach=of=the=financial=system=to=its=marketK=
=
curthermoreI=Aa_=synthesized=its=research=thrust=
into= one= critical= area= of= focus= and= that= is= to=
determine=different=channels=and=mechanisms=of=
promoting= access= to= finance= and= risk=
managementK=
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=
Table NW= oesearch=Challenges=–=ppecific=Areas=
=

NK=gust=how=limited=is=financial=access?=

OK =that =is =the =impact =of =greater =access =to =finance =and =small =firms =and =
households?=

PK=that=policies=work=best=broaden=access?=

QK =eow=should=we=ensure=and=sustain =efficiency=and=stability =of =financial =
system?=

pourceW= Culled=from=an=Aa_=ptudyI=OMMUK=
=
=
Aa_=defined=access=of=finance=as=those=that=refer=
to= the= need= that= financial= services= essential= for=
growth= are= widely= reach= through= the= economyK=
oisk= however= is= defined= as= those= that=takes= into=
account= the= heightened= level= of= individual= and=
firm= uncertainty= brought= about= by= reinforced=
roles= of= financial= markets= and= instruments= for=
hedging= and= microlevel= risk= management=
programsK= qhis= is= illustrated= in= the= specific=
research=areas=of=the=Aa_I=qable=NK=
=

NK iimited= financial= access= deals= with=
identifying= who= has= access= to= financial=
services= such= as= depositsI= paymentsI=
credit= and= insurance= and= further=
attempts= to= identify= the= chief= obstacles=
and=policy=barriers=to=access=of=financeK=

=
OK aetermining= impact= of= improving=

financial= access= means= designing=
mechanisms =that =empowers =the =poor =to =
have= direct= access= to= financial= servicesK=
ft= further= = = undertakes= evaluations= to=
assess =welfare =and =to =assess =impact =of =
pro= poor= innovations= ft= similarly=
attempts= to= assess= best= practices= of=
improving=financial=accessK=

=
PK _roadening= access= means= designing=

policies= and= financial= interventions=
which= will= ensure= that= financial= services=
reached=a=majority=of=the=populationK=At=
this= pointI= at= most= only= RB= of= the=
population= has= been= served= financial=
access=by=microfinanceK=

=

QK pustaining= efficiency= and= stability= of=
financial=system=includes=assessments=of=
the= impact= of= different= supervision=
strategiesI= including= the= impact= of=
compliance= with= _Apbi= and= the= impact=
of =capital =market =developments =and =
insurance=growthK==

=
ft=becomes=clear=therefore=that=the=specific=areas=
of=research=of=the=Aa_=presuppose=the=urgency=of=
evaluations= and= assessments= in= project=
implementation =and =controlK =qhere =is =a =need =to =
evaluate= policies= which= can= make= microfinance=
stableI= which= can= enable= programs= deliver=
maximum=reach=of=the=population=and=which=can=
enhance= microfinance= capability= to= add= value= to=
growth= in= developing= countries= like= the=
mhilippinesK== =
=
ReviewdofdCompetingdThoughtsd
=
1. Categories and sources of funding in microfinance 
and its effect to assessments. 
=
ft= is= believed= that= funding= in= any= project= or=
investments= greatly= goes= hand= in= hand= with=
assessmentsK=jore=often=funding=continues=once=
assessments= are= favorable= and= funding= stops=
when= assessments= are= unfavorableK= qhe= link= of=
funding= to= assessments= are= so= intertwined= that=
usually= micro= finance= practitioners= are= up= and=
about= of= improving= their= performance= statistics=
and=viability=dynamicsK=
=
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Table OW== fnvestment=Classification=in=jicro=finance=
=

NK=crka=pfwb=

OK=dbldoAmefC=clCrp=

PK=molmloqflk=lc=crkap=Cljjfqqba=

QK=cfkAkCfkd=fkpqorjbkqp=rpba=

RK=CroobkCv=lc=fksbpqjbkqp=

SK=bumbCqba=CAmfqAi=fkCobApb=

pourceW=Culled=from=the=coreign=fnvestment=in=jicro=financeI=CdAm=OMMUK=
=
=
fn=the=cocus=kotes=of=CdAmEOMMUFI=it=stated=that=
micro= finance= institutions= will= only= be= able= to=
serve =a =massive =number =of = =the =poor =with =high =
quality= financial= services= once= they= tapped=
commercial= sources= of= fundingK= qhe= volume= of=
foreign=investments=in=micro=finance=showed=that=
foreign=and=public=investors=have=allocated=about=
N=billion=rpa= to= micro= financeK= rpa= SMM= million=
have=already=been=committedK=

= =
rsing=qable=OI=six=categories=were=used=by=CdAm=
in=its= study=aimed=to=profile=the=status=of= foreign=
investment= to= micro= finance= institutionsK= qhe=
study=of=CdAm=further=characterized=investments=
in= micro= finance= institutions= into= two= major=
categories=of=investors=channeling=funds=to=micro=
financeK=

=
cigure OW= qwo=jajor=Categories=of=coreign=fnvestment=in=jicro=financeK=
=
=

=
pourceW=Culled=from=the=coreign=fnvestment=in=jicro=financeI=CdAm=OMMUK=
=
=
rsing=cigure=OI=foreign=investments=include=quasi=
commercial= investments= in= equityI= debt= and=
guaranteesK= lnce= the= investment= is= made= by=
private= sectorI= a= funding= arms= of= bilateral= and=

multilateral= donor= agencyI= the= investment=
becomes= development= investmentK= qhe= person=
involve= in= the= process= is= called= development=
investorsK

=
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Table PW= bxamples=of=aevelopment=fnvestors=
=

jriTfiATboAi 

b_oaEburopean=_ank=for=oeconstruction=and=aevelopmentF=

fcCEfnternational=cinance=CorporationF=

lmbC=crka=Elrganization=of=metroleum=bxporting=CountriesF=

BfiATboAi 

rpAfa=aevelopment=Credit==Authority=

_fl=Ecleischer=pmatterings=jishapping=door=lntwikkelingslandenF=

cjl=Eketherlands=cinanciering=jishapping=door=lntwikkelingsladen=ksF=

pourceW=Culled=from=CdAm=cocus=kote=@=ORI=ganuary=OMMQK=
=
=
lnce= the= investment= is= socially= motivatedI=
involving= privately= managed= investment= funds=
financed= both= by= public= and= private= capitalI= the=

investment= is= considered= as= social= investment=
fundsK=

=
Table QW= bxamples=of=pocial=fnvestment=cunds=
=

mobaljfkAkTiv abBT crkap 
Aiqbocfk=
bqfjlp=
lfhlCobafq=

mobaljfkAkTiv bnrfTv crkap  
ACCflk=dAqbtAv=crka=
AcofCAm=jfColcfkAkCb=crka=
molcrka=

drAoAkTbb crkap 
ACCflk=iAqfk=AjbofCAk=_ofadb=crka=
abrqpCeb=_Akh=jfColCobafq=absbilmjbkq=crka=
clkap=fkqbokAqflkAi=ab=drAoAkqfb=

jfuba abBT Aka bnrfTv crkap 
lmbk=plCfbqv=fkpqfqrqb=
pAolkA=dil_Ai=fksbpqjbkq=crka=
rkfqrp=

kbt crkap 
miAkbq=cfkAkCb=obslisfkd=crka=
abrqpCeb=_Akh=crka=
jfColsbpq=

pourceW=Culled=from=CdAm=cocus=kote=@=ORI=ganuary=OMMQK=
=
=
_oth=type=of=investors=manage=their= investments=
systematically= with= the= social= investors= are= fast=
catching=up=with=development=investors= in=terms=
of= funds= and= approach= of= monitoringK= qhis=

implies=that=they=demand=a=return=on=investment=
which =they =believed =should =at =least =be =equal =or =
higher= than= the= other= poverty= alleviation=
strategies=currently=availableK==

=
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qable= P= listed= popular= development= investors=
while= qable= Q= exhibited= several= participants= in=
social=investment=fundsK=_etween=qables=P=and=QI=
a=number=of=the=active=investors=are=of=buropean=

origin= which= racial= history= may= perhaps= explain=
the =propensity =of =volume =of =investments =to =be =
pipelined=to=micro=finance=organizations=based=in=
bastern=buropeK=

=
Table RW= fnvestment=by=oegion=Ein=rpa=millionsF=
=
pČurced rsed  bastern burČpe bast AsiaL maciÃic TČtal 

aevelČpment fnvestČrs RQU= PO= UTU=

pČcial fnvestment cunds  PM= NM= ONP=

TČtal AllČtted Capital  RTU= QO= NMVM=

 RNB= QB= =

pourceW=Culled=from=CdAm=cocus=kote=@=ORI=ganuary=OMMQK=
=
=
qable= R= identified= RQU= development= investors=
fund=which=went=to=bastern=burope=compared=to=
PO=development=investors=funds=to=bast=Asia=and=

macificK=qhis= may= be= attributed= to= the= fact=that=a=
large =number =of =investors =are =based =in =burope =
and=are=majority=controlled=by=buropeansK=

=
Table SW= pocial=fnvestment=by=oegion=
=
 iatin America bast AsiaL maciÃic 

AmČunt CČmmitted NNP= U=

B ČÃ AmČunt AllČcated UOB= URB=

Ein rpa milliČnsF = =

pourceW=Culled=from=CdAm=cocus=kote=@=ORI=ganuary=OMMQK=
=
=
fn =qable =S =however =most =of =social =investment =
funds =went =mostly =to =iatin =American =based =
microfinance=institutions=at=NNP=fundsI=compared=
to= U=funds= channeled= in= to=bast=Asia=and=macificK=

Comparing=qables=R=and=SI=it=is=apparent=that=the=
bast=Asia=and=macific=have=the=least=endowments=
or= investments= from= both= the= development=
investors=and=social=investorsK=

=
Table TW= qop=pocial=fnvestment=ketworks=
=

ACCflk 
cfkCA 

lmmloTrkfTv  fkTbokATflkAi  
tljbkp’ tloia BAkhfkd 

tloia sfpflk  
pourceW=Culled=from=CdAm=cocus=kote=@=ORI=ganuary=OMMQK=
=
=
joreoverI= qable= T= exhibited= the= top= five= social=
investment=networks=headed=by=ACCflkK=qhis=is=
a= reputable= service= provider= of= microfinance=
products =and =services =based =mostly =in =korth =

AmericaI= with= multitude= of= investments= in=
burope= and= pouth= American= microfinance=
organizationsK==
=
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ft= is= interesting= to= note= that= CdAm= emphasized=
that=the=volume=of=commercially=oriented=foreign=
investments= in= microfinance= will= only= increase=
once= investors= and= micro= finance= institutions=
adopt= greater= transparency= and= standardization=
in= its= program= operationsK= puch= requirement=
however=is=long=and=expensive=process=to=pursue=
at=this=pointK=
=
O. Measurements of fmpact in Microfinance 
=
jeasurements= of= impact= of= microfinance=
programs= are= a= form= of= project= evaluation=
technique=where=microfinance=is=viewed=as=one=of=
the=several=projects=currently=feasible=for=poverty=
alleviation=effortsK=qhe=urgency=of=project= impact=
evaluations= usually= go= hand= in= hand= with= any=
project= implementation= as= it= is= a= form= of=
monitoring=and=controlK=
=

qhe =technology =for =measuring =impact =of =
microfinance=is=as=crude=and=hybrid=as=it =can=get=
nowK=A=mountain=of=factors=affect=the=concept=of=
measuring= impact= beginning= with= the= reference=
of=defining=what=is=impact=and=what=is=covered=in=
measuring=impactK=
=
According= to= CdAmEOMMPFI= impact= is= about=
understanding= how= financial= services=affect= lives=
of =the =poorK =CdAm =added =however =that =most =
impact=assessments=have=focused=on=microcredit=
programs =rather =than =on =looking =at =a =range =of =
financial= services= affecting= the= lives= of= the= poorK= =
fmpact= assessments= however= have=
demonstrated= that= financial= services= initially=
improve=peopleDs= lives=by= increasing= income=and=
by =being =able =to =enhance =the =poorDs =capacity =for =
paying= for= basic= social= servicesK=qhe= initial= list=of=
impact=manifestations=is=illustrated=in=qable=UK=
=

 
Table UW= janifestations=of=fmpact=
=

NK lrTobACe 
OK molarCT CeAoACTbofpTfCp 
PK AppbT BApb lc CifbkTp  
QK  prpTAfkABfifTv  
RK ClrkTov ClkTbuT  

pourceW=Culled=from=CdAm=kote==@=NPI=guly=OMMP=
=
=
lutreach= is= a= measurement= on= the= reach= of= the=
financial=service=to=the=most=of=the=poorK=mroduct=
characteristics= refer= to= the= quantity= of= how=
product=and=services=are=packaged=and=delivered=
to= the= clientK= mroduct= characteristics= fitting= for=
the =poor =may =mean =short =terms =and =transaction =
size =loanI =less =loan =processing =time =and =
availability=of=components=of=savings=as=wellK=
=
fmpact=can=also=be=observed=in=the=change=of=the=
asset=base=of=the=clientsK=jore=oftenI=it =is=a=step=
up=ladder=from=a=low=asset=base=to=an=increase=in=
the= asset= build= up= of= the= clientsK= ft= is= not= clear=
however =how =the =range =increase =from =low =to =
mediumI =medium =to =high =level =of =asset =base =
category=is=definedK=
=
pustainability=is=another=factor=to=verify=impact=of=
microfinance=infuse=in=by=microfinance=programsK=
ft =is =however =a =highly =encompassing =word =that =
sometimes= specific= indicators= to= measure=

sustainability= is= ambiguityK= qhere= is= no= clear=
formulation =for =a =sustainable =project =in =terms =of =
number= of= years= of= operationsI= liquidity= and= the=
other= social= components= needed= to= capture= the=
totality=of=sustainability=in=microfinanceK=
=
Country= context= nevertheless= is= an= important=
condition= in= understanding= impact= of=
microfinance= in= an= economyK= fmpact= of=
microfinance= coming= in= from= large= and= stable=
economies= would= not= be= considered= impact= but=
rather= an= offshoot= of= other= underlying= factors=
working =favorably =in =the =economyK =fmpact =of =
microfinance=in=less=developed=countries=however=
would=be=more=pronounced=as=the=tangible=effect=
would=be=felt=dramatically=of=a=base=level=point=of=
deficiency =and =shortage =to =a =base =level =one =of =
surplus= or= flexibilityK= CdAm= nevertheless=
attempted= to= enumerate= specific= indicators= of=
impact=of=microfinance=in=the=following=qable=VK=
=

=
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Table VW== Categories=of=fmpact=of=jicrofinance==in=qhree=ievel=
=
elrpbelia ibsbi   fkafsfarAi ibsbi bkTbomofpb ibsbi 

fncrease=fncome== dreater=Control=of=oesources= oise=of=bnterprise=oevenues=

Change=in=jix=of=Assets= eigher=ievel=of=pavings== fncrease=gob=Creation==

Capability=to=janage=oisk== = =

pourceW=Culled=from=CdAm=kote=@=NPI=guly=OMMPK=
=
=
fn= the= household= level= what= stood= out= is= the=
capability=of=the=poor=to=manage=risk=specifically=
liquidity= and= default= risksK= mrior= to= the=
microfinance=programsI=the=poor=are=more=prone=
to= cash= flow= fluctuationsK= lnce= microfinance=
programs =set =off =stableI =the =poor =would =not =be =
too =vulnerable =to =cash =flow =fluctuations =as =
steady= stream= of= cash= becomes= embedded= in= a=
successful= microenterprise= funded= through=
microfinance=programK=
=
ft= is= interesting= to= notice= that= for= the= individual=
levelI= the= impact= of= greater= control= of= resources=
looks =favorable =especially =in =aspects =of =
empowering= women= through= microfinance=
programsK= dreater= access= to= resources=
accompanies=wider=choices=and=enhanced=role= in=

decision= making= both= in= family= and= community=
endeavourK=
=
ft= is= also= emphasized= that= the= possibility= of= job=
creation =must =transcend =more =than =the =job =
created= in=the= personI=principally= responsible= for=
the=enterpriseK=fnstead=job=creation=must=be=able=
to= assimilate= other= member= of= the= family= in= the=
collective=enterpriseK==
=
P. Methodologies of Microfinance Assessments 
=
jicrofinance=assessements= is=an= integral=part=of=
financial=transparency=and= information=sequence=
of=microfinance=institutionsK=
=

=
Table NMW= cinancial=qransparencyW=An=jcfDs==fnformation=pequence=
=

fnformation=pystems=

fnternal=Control=

bxternal=Audit=

AppbppjbkTLmboclojAkCb jbAprobjbkT 

meer=droup=_enchmarking=

merformance=ptandards=

oating==

pupervision=

pourceW=Culled=from=CdAm=koteI=OMMNK=
=
=
crom =qable =NMI =as =soon =as =the =microfinance =
program=becomes=more=transparent=and=reliable=
in=its=generation=of=financial=informationI=the=said=
program =more =often =attracts =a =large =volume =of =
funding =suppliers =and =investorsK =ft =is =an =
inevitable= consequence= of= accountability=

prevalent=in=the=organizationI=which=also=prove=to=
be= more= efficient= in= generating= revenues= and=
minimizing=costs=for=the=firmK=
=
CdAmEOMMNF= stressed= that= assessment=
methodologies=for=microfinance=institutions=must=
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be= holistic= in= its= approach= of= evaluating= firmDs=
performanceK= Assessments= are= critical=
management= tools= aimed= at= verifying= the=
contribution =of =a =program =to =the =firmDs =overall =
goalK =ft =is =also =a =powerful =weapon =to =determine =
whether= it= is= worthwhile= to= supply= funding= = and=
invest=in=a=projectK=
=
Assessment =methodologies =can =take =a =variety =of =
form= and= procedure= as= long= as= the= conceptual=
and= technical= justifications= of= such= an= approach=
are =well =foundedK =jicrofinance =ratings =are =
different= from= public= rating= agencies= like=
ptandardDs=and=moorDsI=joodyDs=for=they=attempt=
to= measure= the= ability= and= willingness= of= a=

borrower= to= meet= an= obligationK= qheir=
methodologies= are= driven= by= credit= risk= which=
then=will=become=the=base=for=their=ratingsK=
=
jicrofinance= rating= agencies= however= donDt=
necessarily= provide= rating= of= the= credit= risk=
condition =of =a =firmK =qhey =may =adopt =to =assign =a =
ratingI=a=score=or=a=grade=indicating=generally=the=
overall= financial= condition= and= sustainable=
quality=of=the=institutionK==
=
qable= NN= identified= five= popular= microfinance=
assessment=methodologiesK=
=

=
Table NNW= mopular=jicrofinance=Assessment=jethodologies=
=

ACCflk=CAjbi==

tlCCrDp=mbAoip=

miAkbq=oAqfkdp=dfoAcb=

jfColoAqb=

Cvofi=

pourceW=Culled=from=CdAm=koteI=OMMNK=
=
=
qhe= five= assessment= methodologies= are=
elaborated =in =profile =found =in =qable =NOK =ACCflk =
Camel= seemed= to= be= the= most= well= funded= and=
long= established= microfinance= institution=
supplying= assessment= methodologies= in= the=
industryK=curthermoreI=it=is=interesting=to=observe=
marked =differences =in =the =indicators =of =each =of =
the= assessment= methodologiesK= puch=
distinguishing=contrast=maybe=attributable=to=the=
preferences= and= strategies= of= each= of= the=
assessment=methodologiesK==
=
joreoverI= it= is= to= be= noted= that= microfinance=
assessments=are=severely=affected=by=poor=quality=

of =informationI =by =increased =frequency =of =
assessments =required =and =by =cost =of =
implementing=assessmentsK=Cite=for=instance=the=
information=provided=by=microfinance=institutionK=
ft=is=more=oftenI=not=accurate=and=completeK=qhis=
is= due= to= the= fact= that= microfinance= institutions=
simply =canDt =focus =on =developing =an =appropriate =
and =reliable =information =system =as =it =eyes =more =
on= improving= its= operational= profitability= and=
sustainabilityK= Audits=of= financial=statements=are=
rarely=conducted= for= it= is= expensive= and=costly= in=
all=respects=of=effort=and=timeK=
=

=
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Table NOW= lverview=of=the=cive=Assessment=jethodologies=
=
CofTbofA ACCflk  

CAjbi 
tlCCr  
mbAoi 

miAkbT oATfkd  
dfoAcb 

jfCol 
oATb 

jJCofi 

mromlpb fnternal= tool= for=
mgmtI= board= and=
network=

lngoing=
performance=
monitoring= by=
mgmt= and=
external=
supervisors=

jeasurement= and=
control=of=risk=

bvaluate= credit=
risk= for= investors=
and=creditors=

bvaluate= credit=
risk= for= investors=
and=creditors=

hbv cbATrob fk 
jbTelalildv 

ooadmap=for=jcfs==
to= become= formal=
finDl=intermediary=

minpoints= key= finDl=
strength= and=
weaknesses=

aetailed=rating=but=
unclear= definitions=
of=risk=level=

CreditJ=
worthiness= and=
benchmarking=

Clear= rating=
opinion=on=specific=
debt=issues=

AmmolACe BfAp ptrong= mgmtI=
profitabilityI= and=
bench=
marking==

ptrictly= finDlI=
comprehenJsive=
finDl=analysis=

ptrong= on= mgmtI=
governance= and=
best=practices=

ptrong= on= finDl=
track= record= and=
benchmarking=

ptrong=on=capacity=
constraints= based=
on=specific=issues=

ifjfTATflk kLA= ko= qualitative=
evaluations=

oeliance= on=
bxternal=
Consultants=

oelatively= little=
judgmental=input=

iight= on= factual=
tables==

hbv 
CofTbofA 

ON=indicators=
under=R=areasW=
=
Capital= Adequacy=
Asset=nuality=
janagement=
barnings= iiquidity=
janagementK=

QR= indicators= in= S=
areasW==
=
mrotection=
bffective= cinancial=
ptructure=
Asset=nuality=
oates= of= return=
and=costs=
iiquidity=and=signs=
of=growthK=

OS=factors =under =S =
areasW=
=
dovernance= and=
decision= making=
fnformation= and=
management=tools=
oisk= analysis= and=
control=
Activities=and= loan=
portfolio=
cunding=
bfficiency= and=
profitabilityK=

P=major=areasW=
=
iending=
operations=
lrganizationLjfp=
cinancial=mosition=
=
=
=
=

PM= indicators=
grouped =under =P =
areasW=
lrganizational=
and= governance=
aspectsI=
janagerial= and=
oesource=
ptrengthsI=
cinancial=
merformanceK=

pourceW=Culled=from=CdAm=koteI=OMMNK=
=
=
CdAmEOMMNF= reported= that= eight= assessment=
organizations= use= more= than= NTM= indicators= to=
evaluate=microfinance=institutionsK=Among=the=PO=
indicators= with= definitionsI= only= five= are= defined=
similarly =by =more =than =two =evaluatorsK =puch =
alarming= discrepancy= of= indicator= and=
measurement= categories= reflect= a= spectrum= of=
diversityI=culture=and=purposeI= from=the=extreme=
to=the=narrow=among=and=within=the=microfinance=
assessment=suppliers=themselves=
=
qhe= microfinance= institutions= need= to= be=
conscious=as=well=of=its=reporting=frequency=to=be=

truly= consistent= with= the= condition= of= its= asset=
liability=mixK=jore=often=financial=statements=are=
churned =out =at =end =of =the =fiscal =period =
notwithstanding= the= fact= that= microfinance=
assets= are= highly= liquid= and= liabilities= are= short=
term= in= period= and= durationK= puch= mismatch= in=
the= reporting= more= often= create= inaccurate=
informationK=
=
cinally= the= cost= of= assessments= are= not= cheapK=
fnformation= reliability= infused= with= varying=
degrees= of= indicators= and= performance=
measurements= make= the= assessment=



 

= = = fnterdisciplinary=ptudies=gournal=J=sol=PI=kumber=OI=OMNP=©=iaurea=rniversity=of=Applied=pciences=PS
 

methodology= far= more= complicated= and= tediousK=
jicrofinance=rating=agencies=need=to=re=engineer=
systems=and=procedures=for=assessmentsK=
=
ResearchdGapsd
=
Assessments= and= evaluations= are= significant=
areas= for= study= in= microfinance= operationsK=
peveral= questions= provide= potential= research=
issues=crucial=for=enhancing=the=methodology=and=
available= technology= governing= microfinance=
assessmentsK=
=

NK oesearch= can= be= undertaken= to= design=
policy= interventions= and= implementing=
rules= and= regulations= aimed= at=
enhancing= greater= transparency= and=
wider= standardization= integrated= into=
microfinance= financial= information=
sequenceK= puch= designs= must= take= into=
account=opportunities=for=reJengineering=
systems= and= procedures= to= make=
financial= information= more= relevant= at=
the=least=costK===

=
OK fmpact=measurements=are=serious=points=

for= considerations= once= project=
evaluations=are=conducted=beforeI=during=
and= after= the= project= implementationK=
oesearch= may= pursue= into= refining= the=
technology =for =measuring =impact =of =
microfinanceI= for= identifying= what=
consists= impact= and= for= distinguishing=
what=inhibits=impact=measurementsK=

=
PK ft= is= also= important= to= note= that=

microfinance= assessments= are= severely=
affected =by =an =alarming =basket =of =non =
standardized= set= of= performance=
indicators= and= measurementsK= oesearch=
may= be= undertaken= to= set= fundamental=
principlesI=concepts=and=methods= aimed=

to= unify= and= contrastI= indicators= and=
measurements= among= all= assessment=
methodologiesK==

=
Conclusionsd
=
peveral= ideas= come= into= surface= once= we= delve=
into= microfinance= assessments= and= its= effect=
towards= attaining= financial= reachI= growth= and=
stability=in=a=financial=systemK=
=
cor= oneI= it= is= obvious= that= much= is= needed= in=
making= microfinance= stableK= merformance=
assessments= and= evaluations= must= be=
undertaken= in= order= to= provide= an= immediate=
measurement= and= continuous= feedback=
mechanism=for=microfinance=programsK=
=
ft=is=interesting=to=note=that=the=profile=of=funding=
allocation= exhibited= strategies= of= most= of= the=
development= investors= and= that= of= social=
investment= fundsK= ft= can= be= deduced= that= the=
funding=allocation=strategy=of=an=investor=is=more=
often= a= function= of= where= their= interest= can= be=
fully =maximizedK =cavored =programs =or =projects =
are=found=to=be=financially=or=socially=outstanding=
or =sometimesI =are =simply =found =to =be =politically =
strategicK=
=
qhe= preview= also= emphasized= the= urgency= for=
agreement=in=standards=and=indicators=to=be=used=
for=microfinance=assessmentsK= qhe=technical=and=
conceptual= literature= are= crude= and= syntheticI=
losing =the =advantage =of =a =consistent =body =of =
procedure=and=field=of=knowledgeK=At=this=pointI=it=
is= inevitable= to= bring= in= the= idea= that= the=
confusing= and= needy= condition= of= microfinance=
performance= assessments= as= a= body= of=
knowledgeI=is=only=a=fair=reflection=of=the=state=of=
the=microfinance=program=as=wellK=
=

= =
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indMicroinsurancedProgramsd
d
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Abstractdd
=
As=a=relatively=new=area=in=the=financial=services=marketI=researches=can=expound=on=appropriate=design=and=
applicable=tools=for=performance=evaluationI=similar=to=a=set=of=criteria=of=a=donorDs=performance=indicators=
checklistK=A= failure=of= donor=appropriate=intervention= infects=the=sustainability=of=both=the=microinsurance=
programs= and= the= industry= where= it= thrivesK= oesearches= can= be= also= be= undertaken= to= enhance= and= fully=
equipped=a=donor=in=assessing=and=evaluating=its=terms=and=conditions=of=participation=in=a=microinsurance=
programK =cactors =may =include =the =length =of =financial =assistanceI =frequency =and =mode =of =fundingI =
mechanisms= for= fund= monitoring= and= performanceI= and= checks= and= control= balancesK= moor= timing= of=
financial= intervention= is= dangerous= as= it= is= beneficial= as= it= often= cuts= critical= cash= of= a= thriving=
microinsurance= businessK= qiming= mistakes= of= financial= subsidies= in= a= microinsurance= program= promotes=
complacency=among=beneficiaries=and=is=totally=unproductiveK=
=
KeydWordsd
=
aonor=oequirementsI=aonor=fntervention=in=jicroinsuranceI=cinancial=pervices=to=the=moorI=jicrofinance=
=
=
Introductiond
=
qhis =review =admits =the =importance =of =the =role =of =
donors=in=any=micro=related=programsK=aue=to=the=
cash =tight =nature =of =the =low =income =market =and =
the= seemingly= desperate= picture= of= financial=
returns= coming= from= several= microprogramsI= it=
has=come=to=a=point=that=when=donor=intervenesI=
it=is=always=considered=a=welcomeK==
=
qhis=paper=therefore=aims=to=undergo=a=thorough=
assessments= of= donor= involvement= in=
microinsurance= programmesK= ft= shall= cover= the=
following=areasK=
=

fK aonorDs=merspectives==of=fnsurance=to=the=
moorK=
AK oationale=for=fnterventionsK=
_K ptrategy=for=fnterventionK=
CK aonorDs=fnternal=CapabilitiesK=

=
ffK aonorDs=Choices=in=fnterventionK=

AK clexibility=in=ApproachesK=
_K qypes=of=pupportK==

=
fffK aonorDs=mreferred=dranteeK=

=
=
=
=
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TheoreticalsdConceptuald
Frameworkd
=
fnsurance =has =long =been =established =as =a =
financial= instrument= aimed= at= providing=

indemnification= against= losses= from= disastersK=
peveral= insurance= structures= are= identifiedI= most=
of= which= have= complementary= relationships= in=
each= categoryK= qhis= is= illustrated= in= cigure= NI= the=
insurance=pyramidK=

=
cigure NW= qhe=fnsurance=myramid=
=

=
pourceW=mreliminary=aonor=duidelines=for=pupporting=jicroinsuranceI=lctK=OMMPK=
=
=
fn=cigure=NI=the=mreliminary=duidelines=reiterated=
that= commonly= social= insurance= covers= the=
biggest= chunk= of= the= population= and= in= fact=
encompasses =all =sectors =of =a =communityK =jore =
often= social= insurance= programs= are=
characterized=to=have=beenW=
=

NK bstablished= through= a= political= process=
and=

OK oequired= in= a= way= compulsory= for= all=
concerned=sectorsK=

=
iikewise= social= insurance= schemes= have= been=
designed=to=provide=economic=security=to=a=large=
and= marginalized= sections= of= the= population= and=
are=often=regarded=as=social=rights=mandated=in=a=
ConstitutionK= puch= programmes= are= usually=
financed=by=taxesI=leviesI=charges=and=other=form=
of==revenues=of=the=governmentK=
=
qhese= schemes= may= be= managed= and= operated=
by =a =separate =department =of =the =government =or =
by=an=identified=special=private=entity=established=
for=the=purpose=of=accomplishing=social=insurance=
programsK= kotablyI= most= of= the= designed=
programmes= have= been= centered= on= providing=
immediate=income=replacement=once=the=insured=
becomes= incapacitated= or= becomes= disabled= as=

caused= by= accidentsI= sicknessI= retirementI=
unemploymentI=maternity=and=paternity=leavesK=
=
qhe= mreliminary= duidelines= further= added= that=
social=insurance=programmes=commonly=involves=
five=major=types=of=activities=includingW=
=

NK iabour=jarket=molicies=and=mrogramsK=
OK pocial=fnsurance=mrogramsK=
PK pocial=AssistanceK=
QK jicro=and=Area=_ased=pchemesK=
RK Child=mrotectionK==

==
keverthelessI= insurance= must= not= become= a=
substitute =or =must =not =be =a =tool =of =several =band =
aid= solutions= to= social= protections= duties= and=
responsibilities=of=the=ptateK=ft=must=complement=
however= the= programmes= and= activities= of= the=
government= in= providing= basic= services= to= the=
marginalized=and=the=poorK= =
 =
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ReviewdofdCompetingdThoughtsd
=

fK aonorDs= merspectives= of= fnsurance= pervices=
to=the=moorK=

=
NK oationale=for=fntervention=
=
aifferent= views= reveal= that= donorDs= intervene= in=
microprograms= because= of= so= many= reasonsK=
Although=the=interest=vested=in=their=intervention=
can =range =from =the =economicI =to =socialI =cultural =
and=ultimately=political=reasonsI=trust=to=say=that=
more =often =they =do =provide =assistance =to =help =
improve =the =low =income =markets =and =the =
marginalized= poor= equip= themselves= in= gaining=
economic=freedomK==
==
OK ptrategy=for=fntervention=
=
qwo= areas= are= cited= in= the= mreliminary= aonor=
duidelines=for=pupporting=jicroinsurance=in=their=
strategy= for= design= in= microinsurance=
interventionK=
=

AK aonors= are= advised= to= get= involved= in=
developing= risk= management= tools=
aimed= at= enhancing= and= solidifying= the=
poorDs=economic=gainsK==

=

_K qhey =are =strongly =advised =to =foremostI =
assist= governments= in= their= social=
insurance= programmes= and= must= avoid=
in= creating= new= and= untested=
microinsurance=programsK==

=
ft= is= even= desired= that= a= donor= must= attempt= to=
be= able= to= integrate= and= synergize= these= two=
components=in=their=programs=so=as=to=bring=their=
level= of= intervention= to= a= maximumK= puch=
technique= would= tend= protect= the= long= term=
viability=of=the=donorDs=intervention=and=perhapsI=
secure= the= limited= financial= budget= for= a= specific=
country=allocationK==
=
aespite= the= fact= that= donors= have= tremendous=
financial= capability= to= spend= in=a= microinsurance=
projectI =more =often =huge =and =worldwide =based =
operating= microprogram= donors= would= tend= to=
maximize =resources =and =would =most =likely =
distribute= risk= to= several= identified= clients= that=
will=form=their=basket=of=intervention=portfolioK=fn=
other=wordsI=programs=identified=for= funding=are=
constraint= financially= and= are= measured= with=
perfomance= indicatorsK= fndeed= it= is= wise= to=
assume= that= donors= involved= in= microinsurance=
programs= have= performance= indicators= which=
they=need=to=hurdle=and=upholdK=qhis=is=a=mustK==
=
PK aonorDs=fnternal=Capabilities=
=

=
Table NW= aoner’s=fnternal=Capabilities=
=

Capability 

aevelopment=bxperience=

fnsurance=qechnical=bxpertise=

iocal=jarket=hnowledge=

Coordination=

pourceW=Culled=from=the=mreliminary=aonorDs=duidelinesI=OMMPK=
=
=
qable= N= reveals= key= internal= capabilities= donors=
should=be=able=to=muster=before=they=attempt=to=
engage= in= microinsurance= projectsK= qhese=
competencies= are= generally= referring= to=
knowledgeI=competency=and=coordinationK=
=
aevelopment= experience= implies= the= importance=
of =years =of =experience =in =microprograms =proving =

inherent= capabilities= in= assessing= feasibility= and=
integrity=of=provider=organizationsK==
=
fnsurance= technical= expertise= is= basic=
understanding= of= insurance= concepts= including=
technical= expertise= in= insurance= managementI=
actuarial= sciencesI= underwriting= and= claims=
adjustmentK= ft= includes= the= familiarity= with= the=
rules= governing= appropriate= accounting= of=
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insurance= transactions= through= the= generally=
accepted=insurance=principlesK=
= =
iocal= market= knowledge= deals= with= excellent=
market= intelligence= and= data= base= network=
sufficient=to=answer= analysis=on=priority=needs= of=
the=target=marketI=the=type=of=risk=they=faced=and=
their= corresponding= coping= mechanismsK= iocal=
market= knowledge= also= requires= no= nonsense=
grasp =of =government =strategies =aimed =for =social =
protection= specifically= affecting= or= particularly=
distinct= to= the= area= or= locality= considered= for=
fundingK= Coordination= is= interesting= because= it=
recognizes =the =fact =that =donors =must =be =able =to =
effectively=facilitate=the=linkages=and=distribution=
of= its= requirements= and= competenciesI=
significantly= more= critical= than= their= ability= to=
flood=a=microinsurance=project=with=fundsK==
=
hey= indicated= areas= to= be= coordinated= exact=
emphasis=onW=
=

NK lther=aonors=and=cunding=AgencyK==
=
qhis= is= to= erase= potential= duplication= and= costly=
gaps= in= the= development= of= complementary= and=
mutually= exclusive= projects= or= separate= and=
distinct= microinsurance= interventionsK= fn= doing=
soI= all= donors= potentially= designing=
microinsurance =programs =can =be =able =to =
maximize= available= funding= and= manpower=
requirementsK=
=

OK =oelevant= dovernment= pocial= mrotection=
lfficesK=

=
lnce= a= microinsurance= program= becomes=
compatible= with= the= governmentDs= social=
protection=agendaI=there=is=a=need=to=identify=key=
implementing= departments= of= the= governmentK=
fn =doing =soI =the =donor =is =able =to =tap =current =
organizational= structure= which= in= the= long= run=
could=free=some=items=on=the=donorDs=budget=and=
may =perhaps =lead =to =full =commitment =from =the =
government= in= its= social= protection= policiesK= ft= is=
even= desired= that= this= coordination= competency=

has= already= taken= the= donor= farther= as= it= has=
already= taken= initiative= in= recognizing= the= head=
player= and= managers= in= the= government=
departmentK==
=

PK mrivate=pector=fnsurersK=
=
iinkage=with=the=private=sector=insurers=brings=in=
to=the=donor=synergies=in=the=form=of=local=market=
intelligence= and= local= market= technical= nuancesK=
lnce= done= perfectlyI= coordination= may= perhaps=
provide=the=most=benefit=to=a=donor=on=a=number=
of=factors=most=especially=resource=maximizationK=
vet= this= area= will= most= likely= bring= as= wellI= the=
most= headaches= and= therefore= will= more= often=
demand=the=most=attention=from=the=donorsK===
=

ffK aonorDs=Choices=for=fnterventionK=
=
NK clexibility=in=ApproachesK=
=
qable =O =speaks =about =a =comparison =of =how =
private= insuranceI= public= and= private= initiatives=
and=social=protection=projects=adopt=to=a=donorDs=
three= pronged= microinsurance= program=
objectivesK =ft =has =to =be =noted =that =a =donor =may =
opt =to =pursue =only =one =of =the =objectivesI =or =a =
combination=of=several=objectives=or=perhapsI=the=
donor =may =create =its =own =set =of =objectives =
distinct= from= the= identified= three= targets= as= it=
explores=microinsurance=programsK=
=
qable= O=also=speaks=about=the=flexibility= in=terms=
of =strategic =approaches =that =a =donor =may =
implement= in= its= microinsurance= policiesK= = A=
social= protection= scheme= makes=the= government=
directly= involved= while= a= private= insurance= tends=
to= create= sustainability= for= the= microinsurance=
productK= qhe= donor= may= adopt= a= combination=
between=a=public=and=private=initiativeK=qhe=three=
approaches= have= worked= to= have= reduced=
vulnerability= of= the= poor= against= riskK= eoweverI=
social= protection= programs= will= tend= to= fluctuate=
on=budget=allocations= and= leadership=changes= of=
the=national=governmentK==
=

 =
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Table OW= Comparison= of= aonorDs= lbjectives= with= a= mrivate= fnsuranceI= jixed= mublic= and= mrivate=
fnitiative=and=pocial=mrotection=

=
lbjectives mrivate fnsurance  jixedLmublic mrivate 

fnitiatives 
pČcial mrČtectiČn 

AK=qhe=donor=will=contribute=
only=to=viable=schemes=or=those=
realistically=viableK=qhusI=the=
donor=will=assist=the=partner=toW=

NK=collow=a=formal=product=devDt=
processK=
=
OK=fdentify=effective=demandK=
=
=
PK=aevelop=and=follow=a=
business=planK=
=
=
=
QK=mrovide=realistic=projections=
showing=financial=
sustainabilityK=
=
=
=
RK=aevelop=and=maintain=proper=
controlsK=

NKN=collow=a=formal=product=
devDt=processK=
=
OKN=fdentify=need=and=stratify=
demand=by=ability=to=payK=
=
PKN=aevelop=business=plans=that=
call=for=subsidies=at=the=lower=
ends=and=using=needs=based=
segmentationK=
=
QKN=aevelop=realistical=
projections=for=different=
markets=that=show=subsidised=
sustainability=in=the=lower=
marketK=
=
RKN=fmplement=very=strong=
controls=and=structures=to=
manage=multilevel=productK==

NKN=collow=a=formal=product=
devDt=processK==
=
OKN=fdentify=effective=needK=
=
=
PKN=eave=a=realistic=plan=for=
longevityK=
=
=
=
QKN=denerate=long=term=realistic=
projections=that=show=extended=
sustainability=of=the=
programmeK=
=
=
RKN=aevelop=and=maintain=
proper=controlsK=

_K=qhe=donor=will=prompt=and=
assist=in=formalization=for=the=
microinsurance=activityI=thus=
the=donor=will=assist=the=
partner=toW=

NK=Comply=with=regulatory=
requirementsK=
=
=
=
OK=iink=with=formal=sector=to=
place=risk=where=it=is=best=
managedK=
=
PK=lbtain=professional=
assistance=on=technical=
mattersK=

NKN=aevelop=complex=
arrangements=for=mixed=
business=and=subsidized=
productK=
=
OKN=Coordinate=between=private=
and=public=institutionsK=
=
PKN=lbtain=professional=
assistance=on=technical=
mattersK=

NKN=fmprove=the=capacity=of=
bureaucratsK=
=
=
=
OKN=fmprove=quality=of=social=
protection=coverageK=
=
=
PKN=lbtain=professional=
assistance=on=technical=
mattersK=

CK=qhe=donor=will=establish=a=
clear=exit=strategy=thusI=the=
donor=will=assist=the=partner=toW=

NK=cormally=plan=for=improved=
and=maintained=profitabilityK=
=
=
OK=aevelop=a=strategy=to=move=
from=grants=to=loans=and=other=
forms=of=capitalizationK=
=
PK=aevelop=long=term=private=
sector=relationships=to=address=
technical=microinsurance=
issuesK=

NKN=cormally=plan=for=improved=
and=maintained=profitabilityK=
=
OKN=mlan=for=gradually=reducing=
subsidies=over=many=yearsK=
=
PKN=aevelop=long=term=
privateLpublic=sector=
relationships=to=address=
technical=microinsurance=
issuesK=

NKN=mlan=for=gradually=reducing=
subsidies=over=many=yearsK=

pourceW=mreliminary=aonor=duidelines=for=pupporting=jicroinsuranceI=OMMPK=
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qhe= mixture= between= the= public= and= private=
initiatives= will= most= likely= struggle= with=
combining=business= performance= indicators= with=
the= unstable= funding= subsidies= of= social=
protection= programs= from= the= governmentK= qhe=
purely= private= microinsurance= will= more= likely=
face=problems=related=to=cash=flow=constraints=of=
the=low=income=households=in=terms=of=the=poorDs=
inability= to= service= premium= payments= on= a=
consistent=basisK== =
=
ft =is =not =clear =though =as =to =which =of =the =
approaches= may= prove= superior= over= the= other=

approaches=except=that=a=combination=between=a=
public= and= private= initiatives= may= tend= bring= in=
more=synergies=in=program=implementation=thusI=
perhaps= higher= chances= for= successK= qhis=
combination= of= public= and= private= initiative=
however =may =not =prove =to =be =easy =in =matters =of =
coordinationK=
=
OK qypes=of=pupport=
=
=

=
Table PW= jajor=Classifications=of=fntervention=
=

fnterventiČn 

qechnical=Assistance=

cinancial=pupport=

iinkages=

pourceW=Culled=from=the=mreliminary=aonors=duidelinesI=OMMPK=
=
aepending= on= the= overall= masterplan= of= the=
donorI= qable= P= shows= several= intervention=
opportunities=classified=into=technical=assistanceI=
financial= support= and= promotion= of= linkagesK=
jore= often= donors= would= tend= to= behave=
conservative= in= its= degree= of= involvement= in=
microinsurance= programs= especially= if= the= donor=
is=new=playerK==
=
qechnical=assistance=is=the=most=preferred=in=view=
of= the= chance= or= in= the= event= of= financial= lossK=
puch =risk =may =significantly =influence =a =large =
number =of =donors =to =tend =to =behave =more =
prudent =and =would =tend =to =manage =program =

involvements= similar= to= portfolio= investmentsK=
Clearly= it= is= possible= for= the= donor= to= intervene=
using= a= combination= of= options= consistent= to= its=
overall=design=in=microinsurance=programsK==
=
As =crucial =as =the =microinsurance =program =is =
evaluated=on=its=performanceI=more=pressures=are=
carried= on= the= shoulders= of= the= donors= in= their=
performance =in =the =whole =system =of =
microinsurance= interventionK= qhis= is= serious=
concern= since=a= failure= of=a= donor=usually= infects=
not= only= the= donor= but= also= on= the= core=
sustainability= of= both= the= microinsurance=
programs=and=the=industry=where=it=thrivesK=

=
Table QW= qechnical=Assistance=fnterventions=
=

ClassiÃicatiČns 

jarket=oesearch=
ceasibility=ptudies=and=milot=qestsK=
ln=site=Advisers=
_usiness=mlan=aevelopment==
phort=qerm=Consultancy=pervicesK=
qraining=
ptaff=ptudy=sisits=to=other=fnstitutionsK=
pupport=fnformation=ClearinghouseK=

pourceW=Culled=from=the=mreliminary=aonor=duidelinesI=OMMPK=
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fn= qable= QI= qhe= mreliminary= aonor= duidelines=
stresses= the= need= for= technical= assistance= to=
target= on= developing= institutional= structuresI= as=
it= becomes= more= stable= and= critical= in= the= long=
runK=iikewiseI=the=choice=of=options=of=the=donors=

may= become= fully= consistent= on= what= best= suit=
their= overall= intervention= strategy= at= the=
minimum=cost=as=possibleK=
=

=
Table RW= cinancial=pupport=fnverventions=
=

ClassiÃicatiČns 

drants=

fnstitutional=aevelopment=

cixed=Assets=

bxpansion=to=kew=jarkets=

cacilitate=oeinsurance=polutions=

Capitalization=

ioans=

pourceW=Culled=from=the=mreliminary=aonor=duidelinesI=OMMPK=
=
=
qable= R= illustrates= several= classifications= of= the=
financial= support= a= donor= may= adopt= in= its=
interventionK= qhe= mreliminary= aonor= duidelines=
reiterates=that=in=the=business=of=insuranceI=three=
categories= of= financial= support= are= compatible=
with =in =three =stages =of =the =life =cycle =of =the =
businessK==
=

NK Capitalization=
OK ptart=rp=CostI=and==
PK lperating= aeficits= during= all= the= early=

yearsK==
=

lbserve =that =donors =are =extremely =careful =in =
granting=financial=assistance=and= more=often=the=
length= of= time= and= the= amount= of= involvement=
are= already= mapped= out= in= their= intervention=
strategyK= ft= is= not= wise= to= subsidize= the=
microinsurance= program= to= more= than= what= is=
required =as =it =hampers =the =self =sufficiency =of =the =
projectK =ft=is=not=wise=as=well =to=pull =out=support=
when=the=program=self= sufficiency=structures=has=
not= been= formalized= causing= the= microinsurance=
program=to=bleed=for=funding=supportK=
=

Table SW= mossible=ooles=for=aonors=in=jicroinsurance=
=

Type ČÃ fnvČlvement 

dovernance=

janagement=and=lrganizational=aesign=

Capacity=_uilding=and=qraining==

cinancial=oesources=and=janagement=

pourceW=Culled=from=the=pummary=aiscussions=on=jicroinsuranceI=OMMPK=
=
=
qable =S =illustrates =the =possible =roles =for =donors =
interventionK= qhese= involvements= are= quite=
similar= to= that= of= the= items= identified= in= the=
mreliminary=aonor=duidelines= except=the= item=on=
dovernanceK= qhis= concept= of= governance= is= very=

important=in=terms=of=instituting=structures=which=
would= eventually= facilitate=a= culture=of= prudence=
and= accountability= in= the= microinsurance=
projectsK =fn =a =wayI =governance =practice =in =one =
microinsurance =project =would =gradually =make =
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roads=in=better=defining=the= industry=dynamics=of=
microinsuranceK==
==
fn= qable= TI= the= mreliminary= aonor= duidelines=
provided= an= approximate= ranking=as= to= the= level=
and =degree =of =involvement =of =a =donor =in =a =

potential= microinsurance= programK= qhis= ranking=
however =is =only =a =base =reference =for =donors =to =
consider=since=each=of=the=donor=would=be=facing=
distinct=microinsurance=programs=worldwideK=
=
=

=
Table TW= cinancial=pupport=oequirements=by=deneral=jethodology=
=

puppČrt CategČry iinkage Based 
mrČgramme 

ptand AlČne  
fnsurer 

pČcial  
mrČtectiČn 

ptart rp CČsts = = =

jarket=oesearch= P= P= P=

mroduct=aevelopment== O= O= O=

qraining= N= P= O=

cixed=Assets= N= P= P=

jarketing= O= O= N=

fnstitutional=aevDtK= N= P= P=

lperating aeÃicits = = =

Claims=Costs= M= M= O=

lperationsEinitialF= N= O= P=

CapitalizatiČn M= M= O=

=
pourceW=mreliminary=aonor=duidelines=for=pupporting=jicroinsuranceI=OMMPK=
=
refW= M=Z=financial=support=not=advisable=

NZ=limited=support=required=
OZ=significant=support=required=
PZ=full=support=required=
=

=
bvery=program=in=fact=becomes=unique=from=each=
other= so= much= so= that= its= commonality= stood= in=
only =one =factI =so =pervasive =among =all =the =
identified=programK= jore=oftenI= it=is= evident=that=
all=requires=financial=interventionK=
=
qhe=process=of=assessing=the=degree=and= level=of=
financial= intervention= using= this= indicators= from=
the =mreliminary =aonor =duidelines =made =it =a =bit =
easy =in =matters =of =having =a =basic =point =of =
reference =for =further =analysisK =ft =should =not =
however=impose=that=as=a=ranking=is=applicable=to=
a= particular= microinsurance= programI= it= will=
similarly=be=an=accurate=assessment=for=the=level=
and= degree= of= financial= funding= required= for= the=
other= seemingly= related= microinsurance=
programsK= ConsequentlyI= the= other= way= around=

must =also =done =with =caution =and =must =be =
undertaken= with=full=prudence=and= tact= from=the=
point= of= view= of= a= prospective= donor= beneficiary=
applicantK==
=
ft =happens =and =this =is =a =danger =that =once =a =
microinsurance=program=will=be=granted=a=level=P=
category= funding= supportI= this= will= also= tie= the=
donor=to=bestow=similar=ranking=as=generated=by=
overly=excited=recipientK=puch=a=perception=would=
tend=to=inhibit=the=flexibility=of=the=donor=to=grant=
a =ranking =at =the =same =such =undue =pressureI =
would= tend= to= deflate= a= donorDs= interest= in=
funding=the=programK=qhereforeI=it=would=be=best=
to=allow=a=donorDs=judgment=to=have=the=leverage=
on= its= level= of= commitment= and= financial=
exposure=to=a=particular=microinsurance=programK=
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Table UW= iinkage=fnterventions=
=

ClassiÃicatiČns 

mromoting=puitable=martners=

martial=duarantees=

pourceW=Culled=from=the=mreliminary=aonor=duidelinesI=OMMPK=
=
=
iinkage= interventions= usually= lessens= the=
learning =curveI =at =the =same =the =transfer =of =
technology= both= in= the= technical= expertise= and=
human= resource= management= peters= off=
unnecessary= cost= and= thus= ensures= a= higher=
percentage= of= achieving= a= working= and=
sustainable=microinsurance=programsK==
=
fn=qable=UI=one=also=draws=observations=pointing=
to =the =idea =that =the =kind =of =linkage =provided =for =
intervention= more= often= speak= about= the=
reputation=of=the=donor=and=the=level=of=network=
the= donor= has= been= able= to= build= in= the=
microinsurance=and=its=affiliate=industryK=iooking=
at= this= donor= capability= deeplyI= facilitating=
linkages=are=more=often=a=result=of=gained=respect=
and= lived= trustworthiness= of= a= donor= in= the= field=
where=it=has=been=making=its=nicheK=_eing=offered=
with= this= kind= of= donor= intervention= therefore= is=
actually= more= valuable= than= pure= financial=
intervention= or= technical= assistance= or= a=
combination= of= bothK= qhis= is= because= a= linkage=
capability= often= opens= doors= for= more=
opportunitiesI=built=upon=the=bestowed=trust=and=
confidence= the= donor= has= immediately=
transferred=to=the=beneficiary=upon=linkageK==
=
fn =factI =the =beneficiary =becomes =the =de =facto =
representative= of= the= donor= among= its= proven=
network= of= partners= and= affiliatesK= jore= often=

donors= are= not= only= armed= with= financial=
resources=but=are=also=with=equipped=with=highly=
reliable= partners=and= dependable=friends= in=their=
field= of= expertiseK= ft= is= a= caution= therefore= that=
donors= may= become= very= strict= in= selecting=
beneficiaries=for=linkage=intervention=especially=if=
the=donor=intends=to=protect=its=own=nameK=qhey=
usually=doK==
=
qable= V= is= very= interesting= because= it= identifies=
the=methodology=and=criteria=for=assessing=strong=
microinsurance= institutions= and= programmesK=
qhe= analysis= of= the= candidate= for= grant= and=
assistance= is= based= on= those= and= it= does= not= in=
any=become=a=choice=of=preferred=institutionsK= At=
the= same= time= although= it= is= grouped= directly=
group=under=a=type=of=institutionI=the=strength=of=
a =methodology =or =a =checklist =as =a =tool =to =make =
judgment=from=among=a=basket=of=choices=is=more=
effectiveK= lne= reason= for= that= is= more= oftenI=
questions= of= the= reasonable= chance= of= success=
upon= implementation= of= a= preferred= option= is=
supreme= evaluation= issueK= Again= this= idea=
reinforces= that= donors= are= serious= with= their=
intervention= role= and= are= intent= in= making= the=
microinsurance=endeavour=a=successK=
=

fffK aonorDs=mreferred=drantee=or=_eneficiaryK=
=

=
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Table VW= aoner’s=Citeria=for=pelection=
=
fnsurance CČmpany 
tith martners  

pČcial mrČtectiČn 
mrČgrammes 

jcfs with Čut jicrČ 
insurance mrČducts 

jcfs with fnsurance 
mrČducts 

bight merÃČrmance 
fndicatČrs ČÃ jicrČ 
insurance 
mractitiČners 

mroponent: CdAm on 
Microinsurance 

mroponent: CdAm on 
Microinsurance 

mroponent:  CdAm  on  
Microinsurance 

mroponent: CdAm on 
Microinsurance 

mroponent: AaA asbl 
supported by the 
iuxembourg aevDt 
Cooperation. 

bnvironmental=
cactors=

bnvironmental=cactors= bnvironmental=cactors= = peparation=of=aata=

lwnership= and=
dovernance=

lwnership= and=
dovernance=

lwnership= and=
dovernance=

= Collection= of= oelevant=
and=Accurate=aata=

Culture= Culture= Culture= = mroduction= of= cinancial=
ptatements=

Capacity= Capacity= Capacity= = Calculating=and=petting=
rp=mremium=and=Claim=
oeserves=

lutreach= lutreach= lutreach= = bfficient= Claims=
jonitoring=

ptructures= ptructures= ptructures= = Clear= fnvestments=
molicy=

Client= Appropriate=
mroducts=

Client= Appropriate=
mroducts=

= Client= Appropriate=
mroducts=

oight= qechnical=
fnsurance=bxpertise=

Appropriate=
lperating=pystems=

Appropriate= lperating=
pystems=

= Appropriate= lperating=
pystems=

qransparency=

nuality=of=pervices= nuality=of=pervices= = nuality=of=pervices= =

Claims=pervices= Claims=pervices= = Claims=pervices= =

cinancial=merformance= cinancial=merformance= = cinancial=merformance= =

pourceW =Culled =from =the =mreliminary =aonor =duidelines =EOMMPFand =the =peven =merformance =fndicators =for =
jicroinsurance=mractitioners=EOMMSFK=
=
=
qable= NM= would= exhibit= to= a= donor= potential=
benefits= once= it= designs= options= for= intervention=
in= its= microinsurance= program= masterplanK=
Although=there= are= factors= which= would= actually=
set= discussion= points= for= partnership=
negotiationsI= the= Cautionary= kote= for=
jicrofinance= fnstitutions= has= reiterated= that=
more=often=this=includes=concerns=related=toW=
=

NK qhe= iimited= Availability= of= motential= =
martnersK=

OK qhe=Coverage=of=jore=Complex=oisksK=
PK qhe= aifficulties= bnsuring= oepayment= of=

ClaimsK=
QK qhe= aifficulties= in= kegotiating= an= bqual=

martnershipK=
=
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Table NMW= motential=_enefits=crom=sarious=lptions=
=
martnering with a Microfinance 
fnstitution(McfF 

Benefits of an fnsurance Company 
martnering with an Mcf 

Client Benefits 

iimited=fnitial=Capital=fnvestment=and=
iow=sariable=CostsK=

Access=to=kew=jarketsK= _etter=mroducts=at=iower=CostsK=

oapid=mroduct=iaunch=and=pcale=rpK= Access=to=Clientele=with=ptrong=cinancial=
oecordsK=

dreater=cinancial=pecurityK=

Compliance=with=iegal=and=oegulatory=
oequirementsK=

iower=qransaction=Costs=for=perving=a=
kew=jarketK=

=

motential=for=ptable=oevenue=ptreamK= Corporate=CitizenshipK= =

iearning=the=_usinessK= oegulatory=ComplianceK= =

pourceW= Culled= from= Cautionary= kote= for= jicrofinance= fnstitutions= and= aonors= Considering= aeveloping=
jicroinsurance=mroducts=EOMMSFK=
=
=
ft= is= desired= that= players= contemplating= of=
engaging=in=microinsurance= endeavours= must= be=
certain=of=its=fundamental=intentK=fn=other=wordsI=
it=is=normal= to= iron=out=constraints=and= potential=
source= list= of= disagreements= in= the=
implementation =of =the =programK =ft =is =however =
critical= that= all= parties= involved= in= the=
microinsurance=project=stand=united=in=its=overall=
mission= for= getting= into= the= program= in= the= first=
placeK==
=
ResearchdGapsd
=
As =a =relatively =new =area =in =the =financial =services =
marketI= several= questions= provide= potential=
research= issues= extremely= crucial= for=
strengthening= donorDs= involvement= in= the=
microinsurance=industryK=
=
NK jore =often =donors =intervene =so =as =to =

enhance= the= roles= of= the= private= sector= and=
the= agenda= of= the= governmentDs= social=
protection= programmesK= eowever= as= a=
microinsurance= player= with= tremendous=
resources= and= capability= for= assistanceI=
donors= need= research= on= exploring=
techniquesI=tools=and=mechanisms=where=the=
low= income= markets= can= be= helped= in=
solidifying=their=economic=gains=and=possibly=
can=be=further=augmented=in=increasing=their=
wealth=through=microenterprise=activitiesK=

=
OK oesearches= can= expound= on= appropriate=

design= and= applicable= tools= for= donors=

performance= evaluationI= a= set= of= criteria=
similar= to= a= donorDs= performance= indicators=
checklistK= qhis= is= important= because= the=
business= of= donor= intervention= is= a= critical=
concernK =jore =often =a =failure =of =donorDs =
intervention= initiatives= infects= the=
sustainability= of= both= the= microinsurance=
programs=and=the=industry=where=it=thrivesK==

=
PK oesearches= can= be= also= be= undertaken= to=

enhance =and =fully =equipped =a =donor =in =
assessing= and= evaluating= its= terms= and=
conditions= of= participation= in= a=
microinsurance=programK=cactors=to=consider=
include= the= length= of= period= for= financial=
assistanceI =its =frequency =and =mode =of =
fundingI= mechanisms= for= fund= monitoring=
and= performanceI= and= checks= and= control=
balancesK= moor= timing= in= financial=
intervention= is=dangerous= as=it=often=cuts= off=
critical= cash= flow= requirements= of= a= thriving=
microinsurance= businessK= At= the= sameI=
timing= mistakes= prolongs= financial= subsidies=
in= a= microinsurance= program= definitely=
promoting=complacency=among=beneficiaries=
and=is=totally=unproductiveK=

=
Conclusionsd
=
fnteresting=ideas=come=into=surface=once=donorDs=
intervention= initiatives= in= microprograms= are=
discussed=in=this=special=caseI=microinsuranceK=
=
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cor =oneI =every =program =is =in =fact =unique =from =
each= other= so= much= so= that= its= commonality=
stood= in=only=one=pervasive= factor= among=all= the=
identified=programsK=jore=oftenI=it=is=evident=that=
all= microprograms= including= microinsurance=
projects= require= a= kind= of= intervention= which=
could= be= financialI= technicalI= linkage= capabilities=
or= a= combination= of= allK= crom= the= beneficiaries=
standpointI= financial= intervention= is= most=
desiredK==
=
ft= is=amazing=to=note=however= that=in=comparing=
donorDs= intervention= to= a= granteeI= linkage=
capabilities=are=more=often=prestigious=than=pure=
financial= funding= or= technical= assistanceK= qhis= is=
because=linkage=capabilities=open=doors=for=more=
opportunitiesI=built=upon=the=bestowed=trust=and=
confidence= the= donor= has= immediately=
transferred=to=the=beneficiaryK= =fn= other= wordsI=
the= beneficiary= grantee= becomes= the= de= facto=

representative= of= the= donor= among= its= proven=
network= of= dependable= partners= and= reliable=
friendsK=
=
ln=the= other= handI= the=process= of=assessing=the=
degree= and=level= of= financial= intervention=among=
the=donors=is=still=new=and=very=shaky=expertise=at=
this= timeK= A= lot= of= intuition= and= reasonableness=
are= more= often= applied= in= identifying= potential=
candidate= for= intervention= and= also= in= defining=
what=kind=of=intervention=is=bestK==
=
ClearlyI= the= business= of= intervention= is= a=
businessK=jore=often=the= issue=of=the=reasonable=
chance= of= success= of= a= microinsurance= program=
under =study =reinforces =the =idea =that =donors =are =
dead= serious= with=their= intervention=role=and=are=
intent=in=making=the=microinsurance=endeavour=a=
successK=
=

 d
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Abstractd
=
murpČseW=qhe=purpose=of=this=paper=is=to=assess=the=internal=auditing=practices=on=the=financial=performance=
of= governmentJowned= companies= EdlCsF= and= to= consider= the= effect= of= a= contextual= factorJmolitical=
influence =– =on =this =relationshipKthile =much =emperical =works =have =given =diverse =reasons =for =the =poor =
financial= performance= of= dlCsI= research= evidence= of= the= impact= of= internal= auditing= practices= on= the=
financial=performance=of=dlCs=in=the=kigerian=context=is=scantyK=
aesignL jethČdČlČgyLApprČach=W=qhe=study=adopted=a=nomothetic=methodology=Equantitative=approachFK=
aata=were=collected=from=key=informants=using=a=research=instrumentK=bmploying=the=ptatistical=mackage=for=
pocial=pciences=EpmppF=sersion=NPKMI=returned=instruments=were=analyzed=using=frequency=tablesI=mearson’s=
and=ptepwise=oegression=jethodK=
cindingW= qhe= study= found= no= strong= association= between= internal= auditing= practices= and= financial=
performance=of=dlCs=and=thattt=political=influences=do=not=significantly=impact=this=relationshipK=qhe=weak=
association= between= internal= auditing= practicesand= financial= performance= is= attributed= to= these=
enterprises’=inadequacy=and=poor=implementation=of=internal=auditing=practicesK=there=internal=auditing=is=
deJemphasized=it=cannot=impact=positively=on=performanceK=
mractical fmplicatiČnsW =qhe =paper =recommends =the =need =for =the =establishment =of =an =Audit =aepartment =
where=it=is=nonJexistentI=taking=into=consideration=the=size=of=the=bnterprise=as=well=as=the=strenghtening=of=
the=aepartment=by=according=professional=independence=and=employing=adequate=number=of=experienced=
and=qualified=staffK=
lriginalityLsalueW=qhis=paper=has=provided=useful=insights=and=fresh=emperical=evidence=of=the=relationship=
between= internal=auditing=practices= and= financial= performance= of= government= enterprises= in=the= kigerian=
contextK=
=
KeydWordsd
=
fnternal=AuditingI=dovernment=–owned=CompaniesI=molitical=fnfluenceI=cinancial=merformanceI=kigeria=
=
=
=
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Introductiond
=
ptate= participation= in= economic= activity= is= a=
worldJwide= phenomenonK= fn= kigeriaI= the=
government= at= all= levels= is= active= participants= in=
economic= activity= such= as= being= involved= in=
business= activities= through= the= floating= of=
dovernmentJlwned=Companies=EdlCsFK=dlCs=in=
kigeria=are=expected=to=operate=like=their=private=
counterpartsX= obeying= the= rule= of= incorporation=
according =to =the =company =laws =of =kigeria =and =
making= enough= business= profits= to= survive=
business= competitions= Ecubara= NVUOFK= eoweverI=
quite =a =number =of =these =companies =are =“sick” =
and =some =are =in =the =process =of =becoming =soK =
Concerned= about= the= negative= financial=
performance= of= majority= of= dlCs= in= kigeriaI=
cubara =ENVUOF =examined =the =reasons =for =the =
prolonged=abysmal= dlCs’= financial= performance=
and=established=that=dlCs=perform=very=poorly=in=
terms= of= profitability= criteria= set= for= themK= ee=
attributed= the= poor= performance= to= inept=
managementI= insufficient= fundsI= paucity= of=
technology= and= incongruent= management= –=
organizationJgovernment=objectivesK=
=
qhe =unsatisfactory =performance =of =dlCs =in =
kigeria= had= been= blamed= on= diverse= reasonsK=
jakoju=ENVVNF=had=blamed=the=poor=performance=
state=to=the=bureaucratic=redJtapism=and=lethargy=
of= the= civil= service= which= is= still= intact= in= the=
management=and=operations= of=such=companiesK=
qhe= cederal= jinistry= of= cinance= fncorporated=
EOMMSF= had= identified= high= incidence= of= fraudI=
government’s =employment =of =staff =based =on =
political= connections= rather= than= on= ability= to=
performI= parliamentary= control= and= financial=
indiscipline=as=causes=of=poor=performanceK=aogo=
ENVVMF= has= alleged= that= the= accounting= systems=
of =dlCs =in =kigeria =do =not =seem =to =guarantee =
proper= and= up= toJdate= financial= records= thus=
making=auditing=difficultI=if=not=impossibleK=A=_mb=
report= EOMMPF= states= that= only= NSM= of= the= RVM=
federal= governmentJowned= public= enterprises=
were= involved= in= economic= activities= and= that=
their=rate=of=return=was=less=than=MKR=percentK=
=
A= company’s= accounting= control= practices= Esuch=
as= internal= auditingF= is= widely= believed= to= be=
crucial=to=the=success=of=an=enterprise=as=it=acts=as=
a=powerful=brake=on=the=possible=deviations=from=
the= preJdetermined= objectives= and= policiesK= qhis=
means= that=an=organization= that=put= in=place= an=

appropriate= and= adequate= system= of= accounting=
controls= is= likely= to= perform= better= Ein= financial=
termsF=than=those=that=do=notK=As=lkezie=EOMMQF=
puts= itI= “an= enterprise’s= internal= audit= function=
can= significantly= affect= the= operations= of= the=
enterprise=and=may=have=an=impact=on=the=ability=
of =the =entity =to =remain =a =goingJconcernK =Conrad =
EOMMPF= had= portrayed= bnron’s= demise= as= the=
consequence=of=a=“few=unethical=‘rogues’=or=‘bad=
eggs’=acting=in=the=absence=of=any=control”K=qhus=
inadequate= control= systems= may= negatively=
affect= an= organization’s= successK= According= to=
eermanson=and= oittenberg=EOMMPF=the=existence=
of= an= effective= internal= audit= function= is=
associated= with= superior= organizational=
performanceK=
=
Although=prior=research=Efor==exampleI=jakI=NVUV=
and =pimonsI =NVUTF =suggest =a =link =between =
accounting= control= practices= and= financial=
performanceI =majority =of =prior =studies =had =
concentrated= mostly= on= the= budgeting= aspect=of=
accounting= controlsK= qhis= asideI= the= available=
studies =so =far =had =dealt =exclusively =with =large =
privatelyJowned= companies= especially= in= the=
advanced= countriesK= iittle= is= knownI= at= presentI=
about= the= influences= of= internal= auditing=
practices=on=the=financial=performance=of=dlCs=in=
kigeriaK= ft=was= in=an=attempt=to= fill=this=gap= that=
we =set =out =to =assess =empirically =the =impact =of =
internal= auditing= practices= on= the= financial=
performance =of =dlCs =in =kigeria =and =to =consider =
the= effect= of= political= interferences= on= this=
relationshipK=
=
Literaturedreviewd
=
fnternal Auditing 
=
fnternal=audit=is=a=longJstanding=function=and=an=
effective= tool= of= management= in= many=
organizationsK= ft= has= been= a= recognized=
component= of= organizations= in= both= the= public=
and= private= sectors= and= in= most= industries= for=
many=yearsK=fnternal=auditing=is=often=seen=as=an=
overall= monitoring= activity= with= responsibility= to=
management= for= assessing= the= effectiveness= of=
control=procedures=which=arc=the=responsibility=of=
other= functional= managersK= qhe= internal= audit=
function =is =not =limited =to =the =operation =of =any =
particular= function= within= an= organizationK=
oatherI= it= is= allJembracing= and= accordingly= is=
structured= in= the= organization= as= a= separate=



 

fnterdisciplinary=ptudies=gournal=J=sol=PI=kumber=OI=OMNP=©=iaurea=rniversity=of=Applied=pciences== RP

entity =responsible =only =to =a =high =level =of =
managementK= As=lkezieEOMMQF=puts= itI= the=main=
objective= of= internal= auditing= is= “to= assist=
management= in= the= effective= discharge= of= their=
responsibilities=by=furnishing=them=with=analysisI=
appraisalI= recommendations= and= pertinent=
comments=concerning=the=activities=reviewed”K=
=
fnternal= auditing= which= is= often= seen= as=
constituting= a= large= and= significant= aspect= of= an=
organization’s= financial= control= system= is= a=
vehicle =to =success =and =survivalK =According =to =
oittenberg= and= pchwieger= ENVVTF= “internal=
auditing= is= taking= on= increased= importance= in=
many=of=today’s=global=organizations=by=assisting=
management= in= evaluating= controls= and=
operations= and= thereby= providing= an= fmportant=
element= of= global= control”K= senables= and= lmpey=
ENVVNF=also=recognized=the=control=role=of=internal=
auditing=when=they=statedW=
=
ft is generally recognized that the proper 
organizationI staffing and methodology of internal 
audit presents the board with the best means of 
focusing on its obligation to ensure proper controls in 
the business … 
=
eoweverI= the=need=for=an= internal=audit=function=
will =vary =depending =on =company =specific =factors =
including= the= scaleI= diversity= and= complexity= of=
the= company’s= activities= and= the= number= of=
employees=as=well=as=costLbenefit=considerations=
EfCAbtI= NVVVFK= joreoverI= senables= and= fmpey=
ENVVNF =had =argued =that =for =an =internal =audit =
function=to=be=effective=to=enable=an=organization=
realize= its= full= benefitsI= the= function= must= have=
clearly= defined= objectivesI= authorityI=
independence=and=appropriate=resourcesK=
=
Corporate merformance 
=
merformance=is=a=term=that=is=often=discussed=but=
rarely=definedK=fndeedI=some=writers=see=the=term=
as =highly =ambiguous =capable =of =no =simple =
definition= Ebmmanuel= et= al= NVVMX= ltleyI= lVVVFK=
barlierI=bmmanuel=et=al=ENVVMF=had=observed=that=
the=frequent=use=of=the=term=suggests=that=it=may=
more=often=be=used=to=avoid=precise=definition=of=
what= is= meantK= According= to= buske= ENVUQFI= the=
most =common =definition =of =the =term =can =be =
“accomplishments=of=the=organization”K=qhusI=an=
organization=that=is=performing=well=is=one=that=is=

successfully=achieving= its= goals= and=is= effectively=
executing=suitable=strategiesK=
=
dlCs =are =the =creations =of =the =government =with =
government= as= shareholders= holding= these=
shares= in= trust= for= the= general= taxpaying= publicK=
AlthoughI= it= is=true= that=dlCs=may= be=evaluated=
in= the= same= way= like= their= private= counterparts=
EjazzoliniI= NVTVFI= it= is= equally= important= to=
remember= that= these= companies= were=
established=also=to=promote=government’s=socioJ
economic= policiesK= siewing= it= from= this=
dimensionI= some= scholars= Efor= exampleI= ialI=
NVUMF= have= argued= that= the= evaluation= of=
government= investment= should= employ=
socialLcost=benefit=analysisK=fn=this=circumstanceI=
the =performance =of =dlCs =would =be =measured =in =
terms =such =as =employment =which =has =been =
providedI=assistance=given=in=training=manpowerI=
standards= of= living= improved= and= other= welfare=
mattersK=qheseI=no=doubtI=are=important=mattersK=
_ut=there=is=another=side=to=this=argumentK=
=
cubara =ENVUOF =had =established =that =the =major =
objective= of=dlCs=in=kigeria=was=“to=make=profit=
in= order= to= remain= in= business”K= qhat= means= all=
other =objectives =such =as =providing =employment =
and= giving= assistance= to= the= community= are=
regarded =as =secondaryK =ff =profitJmaking =is =the =
major=objective=of=dlCs=in=kigeria=it=follows=that=
these= companies= should= be= evaluated= using=
profitability= criteria= employed= by= privatelyJ
owned= companiesK= joreoverI= prior= studies= of=
dlCs’=performanceI=for=exampleI=mrasad=and=oao=
ENVUVFI =cubara =ENVUOFI =eope =ENVUOF =and =oosete =
ENVUNF= all= employed= profitability= criteria= in=
evaluating= performanceK= jazzolini= ENVTVF= had=
noted =that =economic =results =or =performance =of =
dlCs= may= be= measured= using= their= profitabilityW=
return= on= investmentX= sales= growth= and= the=
balance= sheet= situation= EsayI= liquidity= situationFK=
ln= the= basis= of= these= clarificationsI= the= present=
study= evaluates= dlCs= on= the= basis= of= their=
financial= performanceK= cinancial= measures= are=
typically=derived=from=or=directly= related=to=chart=
of=accounts=and=found=in=a=company’s=profit =and=
loss =statement =or =balance =sheetK =According =to =
bmmanuel= et= al= ENVVMFI= financial= performance=
measures= serve= two=purposesW= they=measure=the=
return =given =to =the =providers =of =finance =Esuch =as =
shareholdersF=and=they=present=an=assessment=of=
the= overall= capabilities= of= the= organization= as= a=
wholeK= qhe= performance= indices= J= profitsI= return=
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on=investment=and=return=on=equity=J=wereI=thusI=
adopted=in=this=studyK=
=
molitical fnfluence 
=
molitical= influence= or= ministerial= interference= has=
been =identified =as =the =major =curse =on =dlCs =
Emrasad= and= oaoI= NVUVI= AkinsanyaI= NVVOI= _abu=
and= oaoI= NVVUFK= qhese= authors= contended= that=
the= pupervisory= ministryEiesF= wants= EwantF= to=
retain=tight=control=over=these=enterprises=and=no=
enterprise= was= ever= permitted= to= function= as= an=
autonomous =bodyK =_jorkrnan =ENVVUF =had =argued =
that=an=influence=relationship=may=develop=in=any=
context=whenever=one=party=can=persuade=others=
of= his= ascendancy= through= his= own= resourcesK=
molitical=influence=is= generally=seen=in=the=matter=
of =appointment =of =board =members =and =of =high =
officials= to= these= enterprises= and= in= policy=
formulationK =As =argued =by =mrasad =and =oao =
ENVUVFI= the= men=on= the=board=of= an= undertaking=
is=of=vital=importance=since=the=success=or= failure=
of= an= undertaking= largely= depends= upon= the=
constitution= and= composition= of= its= higher= levels=
of= managementK= curtherI= Akinsanya= ENVVOF= had=
observed= that= political= interference= through= the=
appointment=of=board=members=is=not=a=bad=idea=
in=itself=so=long=as=it=is=done=on=meritK=eoweverI=in=
kigeria=the=main=problem=is=appointing=as=board=
members= not= only= those= who= failed= woefully= at=
the=polls=but=also=party=faithful=who=tend=to=place=
their= interests= and= those= of= their= parties= before=
those= of= the= enterprises= they= serveK= that= this=
means =is =that =if =board =members =have =no =other =
means=of=livelihood=they=are=likely=to=play=politics=
before=the=interests=of=the=enterprisesK=qhusI=they=
will= interfere=with=corporate=management=rather=
than=lay=down=broad=policies=for=managementK=
=
fnternal Auditing and Corporate merformance 
=
jost= internal= audit= professionals= argue= that= an=
effective= internal= audit= function= correlates= with=
improved= financial= performanceK= According= to=
_ejide= EOMMSFI=an= effective= internal= audit= service=
canI= in=particularI=help=reduce=overheadI= identify=
ways= to= improve= efficiency= and= maximize=
exposure= to= possible= losses= from= inadequately=
safeguarded= company= assets= all= of= which= can=
have= a= significant= effect= on= the= bottom= lineK=
pimilarlyI=senables=and=fmpey=ENVVNF=had=stated=
that= internal= audit= is= an= “invaluable= tool= of=
management=for= improving=performance”K=cadzil=

et=al=EOMMRF=had=also=noted=that=internal=auditors=
help= run= a= company= more= efficiently= and=
effectively= to= increase= shareholders’= value”K= And=
eermanson =and =oittenberg =EOMMPF =had =argued =
that= the= existence= of= an= effective= internal= audit=
function= is= associated= with= superior=
organizational=performanceK=
=
At =the =empirical =levelI =a =survey =conducted =by =
hmjd= ENVVVF= found= that= the= internal= audit=
function= in= organizations= where= it= existsI=
contributes= substantially= to= performance=
improvement= and= assist= in= identifying= profit=
improvement= opportunitiesK= joreoverI= research=
evidence= in= corporate= disastersI= particularly=
financial= fraud= consistently= documents= an=
association= between= weak= governance= EeKgK= less=
independent=boards=or=the=absence=of=an=internal=
audit= functionF= and= the= incidence= of= problems=
EeKg=aechowI=et=al =NVVSX=_easley=I =NVVSI=_easley=
et= al= OMMMX= Abott= et= al= OMMMFK= qhusI= internal=
audit =by =acting =as =a =watchdog =could =save =the =
organization=from=malpractices=and=irregularities=
thus= enabling= the= organization= to= achieve= its=
objectives= of= ensuring= high= level= of= productivity=
and=profitK=
=
dreenlay= and= coxall= ENVVTF= note= that= although=
studies= have= found= an= association= between=
accounting= control= systems= and= performance=
theory= also= predicts= that= these= associations= will=
be= influenced= by= external= environmental=
influencesK= qhus= eventhough= dlCs= are= intended=
to =be =insulated =from =politics =they =are =however =
linked=with=politics=through=the=powers=vested=in=
the= respective= jinistersI= Commissioners= or=
aeputy= dovernorsK= qhese= powersI= according= to=
Akinsanya= ENVVOFI= include= power= to= appoint= the=
ChairmenI=Chief=bxecutive=lfficers=and=members=
of=the=boards=as=well =as=power=to=offer=advice=or=
suggestions=or=make=requestsK=Akinsanya=ENVVOF=
contends=that=board=members=of=dlCs=in=kigeria=
are= appointed= not= because= of= any= requisite=
experience= but= largely= because= of= political=
reliabilityK= eenceI= board= members= not= only=
interfere= with= corporate= management= but= also=
use= their= positions= to= promote= the= interests= of=
their= favourites= with= dire= consequences= for= the=
enterprise’s=performanceK=
=
qhese= considerations= lead= us= to= the= following=
hypothesesW=
=
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eoNW= qhere= is= no= significant=
relationship=between=the=existence=of=an=internal=
audit=function=and=profit=level=in=dlCsK=
eoOW= qhere= is= no= significant=
relationship=between=the=existence=of=an=internal=
audit= function= and= returns= on= investment= in=
dlCsK=
eoPW= qhere= is= no= significant=
relationship=between=the=existence=of=an=internal=
audit= function= and= levels= of= return= on= equity= in=
dlCs=
eoQW= molitical= influences= on= the=
management= of= a= dlC= do= not= significantly=
influence= the= internal= auditing= practicesL=
performance=relationshipK=
=
Datadanddmethodologyd
d
oesearch aesign 
=
qhe =study =adopted =the =survey =research =designK =
te= considered= this= method= appropriate= as= it= is=
useful= for= the= study= of= nonJobservable= events=
such= as= opinionsI= attitudes= preferences= or=
dispositions= EpoyomboI= OMMOI= cubara= and=
jguniI =NVVRFK =ppecificallyI =the =study =was =a =
correlationI= nonJcontrived= and= crossJsectional=
survey =having =individuals =Eofficials =of =dlCsF =as =
unit =of =analysisK =qhe =design =was =such =as =to =
discover=vital=predictive=relationship=and=degrees=
of=association=among=variablesK=
=
mopulationI pample pize and nuestionnaire 
Administration 
=
qhe=study=population=consisted=of=all=companies=
established= and= operated= by= the= various= state=
governments= in= the= pouthJpouth= region= of=
kigeriaK=qhus=the=study=population=was=made=up=
of= the= SR= stateJowned= companies= listed= in= the=
OMMU =updated =company =directory =sourced =from =
the=mort=earcourt=office=of=the=cederal=jinistry=of=
cinance= fncorporated= EcjlcfFK= lur= choice= of=
dlCs =in =the =pouthJpouth =states =alone =was =
premised= on= the= fact= that= dlCs= in= kigeria= have=
much= similarity= with= respect= to= sizeI= structureI=
operation=and=management=EAkinsanyaI=NVVOFK=ft=
is= expected= therefore= that= the= findings= of= the=
study= will= have= equal= applicability= to= these=
enterprises=in=other=states=in=kigeriaK=qhe=cjlcf=
list=shows=the=total=and=percentage=shareholding=
in= each= company= by= the= various= state=

governmentsK=lf=the=SR=companies=listedI=RM=are=
fullyJowned= ENMM= percentF= by= government= while=
the =rest =NR =had =“mixed =ownership”K =pince =we =
were= interested= in= the= government= fullyJowned=
companiesI =the =RM =companies =fullyJ =owned =by =
government=were=taken=to=constitute=the=sample=
size=for=the=studyK=qhe=survey=questionnaire=wasI=
accordinglyI= mailed= to= the= key= financially=
knowledgeable =persons =in =each =of =the =RM =
companies= making= up= the= sample= sizeK= qhese=
individuals= comprising= accountantsI= Chief=
AccountantsI= Chief= internal= auditorsI= internal=
auditors= and= finance= managers= constituted= the=
respondents =of =this =studyK =lne =copy =of =the =
closedJended= questionnaire= each= were=
administered =on =the =RM =dlCs =thus =making =RM =
copies=of=questionnaire=distributedK=oespondents=
were= allowed= two= months= to= respond= with= an=
additional =two =weeks =for =late =responsesK =lf =the =
RM= copies= of= questionnaire= distributedI= QT= were=
returned= while= O= were= discarded= as= these= were=
not= properly= completed= by= the= respondentsK=
qhusI=QR=copies=of=the=questionnaire=constituting=
VM= percent= of= the= total= number= administered=
were=admissible=and=used=for=the=studyK=
=
Measurement of sariables 
=
qhe= predictor= variable= Einternal= auditing=
practicesF=was=measured=on=a=RJpoint=scale=from=
the= end= points= of= ptrongly= Agree= to= ptrongly=
aisagreeK= qhe= criterion= variable= Ecorporate=
financial= performanceF= was= measured= adopting=
the= subjective= approach= whereby= respondents=
were= required= to= indicate= on= a= RJpoint= scale=
ranging=from=R=Z=definitely=better=to=f=Z=definitely=
worseI= how= their= company= had= performed= over=
the= last= five= years= relative= to= their= major=
competitors= on= each= of= the= following=
performance= criteriaW= profit= levelI= returns= on=
investment =and =return =on =equityK =As =calshaw =et =
al=EOMMSF=had=notedI=these=financial=performance=
measures=E=as=adopted=in=this=studyF=are=typically=
employed=to=measure=performance=as=they=are=of=
interest= to= and= accessible= to= powerful= external=
stakeholders= of= an= organization= such= as=
shareholders=Ein=our=studyI=the=governmentFK=qhe=
constructI= political= influenceI= was= measured= in=
terms= of= government= appointment= of= _oard=
membersK= oespondents= were= asked= to= indicate=
on=a=RJpoint=scale=the=extent=to=which=they=agree=
that= this= variable= affect= the= company’s= financial=
performanceK=
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=
Although =“size” =was =not =one =of =the =variables =
tested=in=this=studyI=respondents=were=required=in=
the=research=questionnaire=to=indicate=the=size=of=
their= organizationK= Adopting= the= classification=
criteria= offered= by= the= kational= Council= of=
fndustries=in=guly=OMMNI=enterprises=with=a=labour=
force =of =not =more =than =PMM =employees =were =
classified= as= “small”= while= those= with= a= labour=
force= of= over= PMM= employees= were= classified= as=
largeK= oespondents= were= asked= to= indicate= the=
category= to= which= their= enterprise= belongedK= ft=
was=considered=necessary=to=evaluate=the=size=of=
the= enterprises= under= survey= since= previous=
studies= ECarcello= et= al= OMMRX= ptewart= and= hent=
OMMSF= had= found= internal= auditing= to= be=
associated= more= with= large= than= with= small=
companiesK=
=
salidity and oeliability of oesearch fnstrument 
=
Attention= was= accorded= the= validity= of= the=
research= instrumentK= salidityI= according= to=
Cooper= and= pchindler= EOMMNFI= is= the= ability= of=
research= instrument= to= measure= what= it= is=
expected=to=measureK=ft=is=a=measure=of=degree=of=
accuracyK= qhe= validity= of= the= scales= used= in= this=
study= was= assessed= for= content= and= construct=
validityK= qhe= content= validity= measured= the=
extent=to=which=it=provides=adequate=coverage=of=
the= investigative=questions= guiding=the=studyK= fn=
this= studyI= this= was= enhanced= through= the=
combined= processes= of= logical= validation= and=
expert=opinion=in=the=accountancy=fieldK=pcales=of=
the= study= variables= were= tested= for= construct=

validity=to=ensure=that=they=measure=the=intended=
theoretical=construct=or=trait=that=it=was=designed=
to= measureK= qhusI= when= there= is= a= relationship=
between= a= property= being= examined= and= other=
specified=variablesI=a=construct=validity= is=said= to=
exist =E_lack =and =ChampionI =NVTSFK =qhe =
correlation= among= the= components= of= the= study=
variables= provided= sufficient= evidence= of= the=
construct=validityK=
=
qhe=reliability=question=was=also=addressed=in=the=
studyK= qhe= reliability= of= a= questionnaire=refers= to=
the= consistency= of= responses= that= it= elicits= as=
perfectly= reliable= measure= gives= the= same= result=
every= time= it= is= appliedK= qhe= reliability= of= the=
measures= used= in= this= study= was= assessed= by=
computing= the= Cronbach= alpha= which= is= a=
function= of= the=mean= correlation= of= all= the=study=
items= with= one= another= and= is= synonymous= with=
correlation= coefficientK= ft= actually= assesses= the=
degree =to =which =responses =to =the =items =on =a =
measure= are= similar= thus= serving= as= an= indicator=
of=internal=consistency=of=a=measureK=An=eighteen=
ENUFJitem=questionnaire=was=constructedK=lf=this=
numberI =thirteen =ENPF =items =were =found =to =have =
Cronbach =alpha =exceeding =MKTEas =suggested =by =
kunally=ENVTUFK=cive=ERF=items=could=not=meet=this=
cutJoff= criteria= and= were= accordingly= expunged=
Esee=Copy=of=questionnaire=in=the=appendixFK =qhe=
actual= Cronbach= alpha= deemed= significant=
relating=to=the=reliability=estimates=for=each=of=the=
constituent=elements=of=the=study=are=highlighted=
in=table=N=belowW=
=

=
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Table NW= pcale=oeliability=merspectives=
=
pLko= pcale=marticulars= Correlation= Alpha=

A= fnternal Auditing 
CČeÃÃicient alpha ÃČr scale MKTTSO=

= =

N= qhe=objective=and=scope=of=the=internal=audit=function=are=clearly=defined=by=
company=management==

JMKOUOU= MKTRQQ=

O= fn=my=company=the=internal=auditor=enjoys=some=degree=of=independence=as=
manifested=in=his=freedom=to=plan=and=carry=out=the=workK=

MKNNUO= MKTPUS=

P= fn=my=companyI=the=internal=auditor=enjoys=some=degree=of=independence=as=
manifested=in=his=freedom=to=access=the=highest=level=of=management=

MKOQQQ= MKTPOR=

Q=
=

fn=my=companyI=the=internal=auditor=enjoys=some=degree=of=independence=as=
manifested=in=his=freedom=to=determine=the=appointment=or=removalI=
promotion=and=remuneration=of=all=internal=audit=staffK=

MKOVOQ= MKTPNR=

R= qhe=internal=auditor=in=my=company=has=a=clearly=defined=authority=which==
empowers=him=to=ask=for=any=information=which=he=considers=necessary=from=
any=officer=of=the=companyK=

MKPRRQ= MKTOUN=

S= qhe=internal=auditor=in=my=company=has=a=clearly=defined=authority=which=
empowers=him=to=the=right=of=access=to=any=part=of=the=company=property=and=
to=any=documentK=

MKMROR= MKTQNO=

T= lur=company=management=do=take=the=necessary=action=on=internal=audit=
reports=and=recommendationsK=

MKSQVQ= MKTNOS=

U= qhe=internal=audit=department=of=my=company=is=adequately=staffed=in=terms=
of=numberI=qualification=and=experienceK=

MKSQVQ= MKTNPP=

V= fn=my=company=internal=audit=reports=go=to=top=management=and=this=is=
considered=better=than=taking=such=reports=to=the=finance=managerK=

MKPQVN= MKTOUP=

pLko= pcale=particulars= Correlation= Alpha=
B cinancial merÃČrmance = =
= Coefficient=Alpha=Z=MKTTPV= = =

NM= lur=company’s=profit=levels=are=compared=with=those=of=major=competitors= MKMROT= MKTQMS=
NN= lur=company’s=return=on=investment=is=compared=with=those=of=major=

competitors=
MKNNNV= MKTQUO=

NO= lur=company’s=return=on=equity=is=compared=with=major=competitors= MKMVRV= MKTPVU=
C CČntextual EjČderatingF cactČr = =

NP dovernment’s=appointment=of=our=company’s=_oard=members=affect=financial=
performance=

MKMMTR= MKTQOT=

pourceW=purvey=aataI=OMNN=
=
=
MethodsdofdDatadAnalysisd
=
lur= statistical= analysis= of= data= using= the= pmpp=
involved= the= followingW= frequency= tablesI=
percentagesI= mearson’s= mroduct= joment=
Correlation= CoefficientI= ErF= and= ptepwise=
regression= analysisK= qhus= our= interpretation= of= r=
and= the= level= of= statistical= significance= was=
strictly= based= on= the= pmpp= outputK= qhusI= the=
study= used= both= descriptive= and= inferential=
analysesK= aescriptive= analysis= was= used= to=
determine= the= extent= of= internal= audit= practices=
in= the= dlCs= studied= while= the= inferential=

analyses= Emearson’s= r= and= the= ptepwise=
oegression= AnalysisF= were= used= to= test= the=
hypothesesK=
=
Datadanalysesdanddresultsd
=
aescribing fnternal Auditing mractices in dlCs 
J mreliminary Analyses 
=
qables =OI =PI =QI =and =R =summarised =the =
questionnaire= results= of= the= internal= auditing=
practices =of =dlCs =using =simple =percentages =and =
frequency =tablesK =qable =O =shows =the =results =on =
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the= issue= of= existence= of= internal= audit=
departmentsI= staffing= and= headship= of= the=

departmentK=

=
Table OW= bxistenceI=ptaffing=and=eeadship=of=fnternal=Audit=aepartments=
=
pLko= ftem= crequency= mercent=

N= bxistence=of=internal=audit=departmentW=
= peparate=fnternal=Audit=aept=
= koK=fnternal=Audit=aeptK=
qotal=

=
PS=
V=

QR=

=
UM=
OM=

NMM=
O= kumber=of=ptaff=in=aepartmentW=

= _etween=N=to=R=
= _etween=S=to=NM=
= jore=than=NM=
qotal==

=
PM=
S=

kil=
PSG=

=
UPKP=
NSKT=
kil=

NMMKM=
P= eeadship=of=fnternal=Audit=aepartmentW=

· A=Chief=fnternal=Auditor=with=a=mrofessional=Accountancy=
nualification=

· draduate=Accountant=
· A=rniversity=draduate=without=an=Accountancy=_ackground=
· A=College=draduate=with=several=years=of=experience=

qotal=

=
=

S=
NP=
kil=
NT=

PSG=

=
=

NSKT=
PSKN=
kil=

QTKO=
NMMKM=

pourceW=purvey=aataI=OMNN=
Gcrequency=total =is =PS=and=not =QR=since=V =of =tile =companies =that =have=no=internal =audit =department =did =not =complete =this =
section=of=the=questionnaireK=
=
qhe =table =shows =that =a =majority =of =the =surveyed =
companiesI= PS= Eor= UM= mercentF= indicated= the=
existence=of=an=internal=audit=department=while=V=
Eor =OM =percentF =said =their =company =has =no =
internal= audit= departmentK= cor= the= other=
companies= having= internal= audit= departmentsI=
the= table= shows= that= the= departments= are= not=
adequately=staffed=in=terms=of=numbersK=kone=of=
the =surveyed =companies =has =more =than =NM =
internal= audit= staffK= fnterestingly= a= majority= of=
the= dlCs= EQT= mercentF= indicated= that= the=

department= is= headed= by= people= with=
accountancy=background=that=have=several=years=
of=experienceK=
=
te= also= made= an= attempt= to= determine= the=
degree =of =freedom =of =internal =auditors =to =carry =
out= their= monitoring= activitiesK= qable= P=
summarises =the =results =on =the =extent =of =
independence=of=internal=auditors=in=dlCsK=
=

=
Table PW= bxtent=of=fndependence=of=fnternal=Audit=aepartments=
=
pcale= janifestation=of=fndependence=
= creedom =to =plan =and =carry =out =

work=
cree= access= to= highest= level= of=
management==

creedom= to= control= affairs= of=
aepartment=

= crequency= B= crequency= B= crequency= B=
N= P= UKP= NM= OTKU= NN= PMKS=
O= ON= RUKP= NU= RMKM= NO= PPKP=
P= Q= NNKO= P= UKP= Q= NNKN=
Q= R= NPKV= P= UKP= Q= NNKN=
R= P= UKP= O= RKS= R= NPKV=

qotal= PS= NMMKMM= PS= NMMKMM= PS= NMMKMM=
pourceW=purvey=aataI=OMNN=
pcaleW=oanging=from=N=Z=ptrongly=aisagreeI=O=Z=aisagreeI=P=Z=rndecidedX=Q=Z=Agree=to=R=Z=ptrongly=Agree=
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qable =P =shows =that =SSKS =percent =of =companies =
with= internal= audit= departments= disagree= that=
their= internal= auditors= have= the= freedom= to= plan=
and =carry =out =the =audit =workK =NNKO =percent =were =
undecided= while= OOKO= percent= agreed= that=
internal= auditors= have= that= freedomK= Also= TTKU=
percent=disagree=that=the=department=enjoys=free=
access =by =way =of =making =reports =to =the =highest =
level =of =managementK =ln =the =issue =of =the =
freedom =to =control =affairs =of =the =department =by =
way= of= determining= the= appointmentI= removalI=
promotion=and=remuneration=of=all=internal=audit=
staffI=the=majority=view=ESPKVB=percentF=was=that=
such=freedom=was=absentK= te=also=attempted=to=
examine= the= question= of= whether= internal=

auditors= have= clearly= defined= authority= to= carry=
out=the=workK=qhat=isI =whether=there=existed=any=
delegated= authority= to= enter= premises= to=
interview= staffI= to= examine= documents= and=
observe =processes =in =order =to =collect =audit =
evidenceK= As=shown=in=table=QI=the=majority=view=
was=that=internal=auditors=have=restricted=access=
to= obtain= information= which= they= considered=
necessary =for =the =audit =Ea =TR =percent =
disagreement= ratingFK= TR= percent= of= the=
respondents= also= affirmed= that= internal= auditors=
have= limited= right= of= access= to= examine=
documentsK= NVKQ= percent= and= NSKT= percent=
respectively= agreed= on= the= aggregate= that=
internal=auditors=have=these=rightsK=

=
Table QW== bxtent=of=fnternal=Auditors’=Authority=
=

pcale= Access=to=all=oelevant=fnformation= oight= to= enter= mremises= and= access= to=
any=aocument=

crequency= B= crequency= B=
N= NO= PPKP= U= OOKO=
O= NR= QNKT= NV= ROKU=
P= O= RKS= P= UKP=
Q= Q= NNKN= Q= NNKN=
R= P= UKP= O= RKS=

qotal= PS= NMMKMM= PS= NMMKMM=
pourceW=purvey=aataI=OMNN=
pcaleW=oanging=from=N=Z=ptrongly=aisagreeX==O=Z=aisagreeI=P=Z=rndecidedX====Q=Z=Agree=to=R=Z=ptrongly=Agree=
=
=
jatters= relating= to= scope= and= objectives= of=
internal= auditsI= management= action= on= audit=
reports =and =staffing =in =terms =of =numberI =

qualification= and= experience= also= engaged= our=
attentionK=qhe=result=is=presented=in=table=RK=

=
Table RW= fnternal=Audit=staffingI=janagement=Action=on=oeports=and=pcope=
=
pcale= aefinition=of=cunction=
= A=wellJdefined=scopeLobjective=of=fKAK=

function=
janagement= Action= on= fKAK=
oeports=

ptaffing=of=fKAK=aeptsK=

= crequency= B= crequency= B= crequency= B=
N= O= RKS= NM= OTKT= U= OOKP=
O= V= ORKM= NU= RMKM= NR= QNKT=
P= O= RKS= O= RKS= P= UKP=
Q= NU= RMKM= Q= NNKN= T= NVKQ=
R= R= NPKU= O= RKS= P= UKP=
qotal= PS= NMMKMM= PS= NMMKMM= PSK= NMMKMM=
pourceW=purvey=aataI=OMNN=
pcaleW=oanging=from=N=Z=ptrongly=aisagreeX==O=Z=aisagreeX=P=Z=rndecidedX====Q=Z=Agree=to=R=Z=ptrongly=Agree=
=
=
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As =revealed =in =table =RI =the =majority =view =ESPKU =
percentF= was= that= there= exist= a= wellJdefined=
scope= and= objectives= of= the= internal= audit=
function=while=PMKS=percent=have=a=contrary=viewK=
As= to= whether= company= management= does= take=
the= necessary= action= on= internal= audit= reports=
and= recommendationsI= the= majority= view= ETTKT=
percentF= was= that= this= was= not= the= caseK= ln= the=
issue= of= staffing= of= the= department= in= terms= of=
numberI=qualification=and=experienceI=SQ=percent=
of=the=respondents=disagreed=that=the=function=is=
wellJ= staffedK= OTKT= percent= howeverI= maintained=
that= the= department= is= adequately= staffed= while=
UKP= percent= were= undecidedK= eaving= established=
the= nature= of= audit= practices= in= the= surveyed=
dlCsI=we=now=proceed=to=test=the=hypotheses=of=
the=studyK=
=
eypČtheses Testing 
=
qhe= system= of= hypotheses= previously= presented=
postulates= relationships= between= corporate=
financial= performance= and= internal= audit=

practices= and= between= the= internal= audit=
practiceLperformance= relationship= and= the=
moderating= variableJpolitical= influenceK= thile=
the= OJvariable= hypotheses= EeoNJeoPF= are= tested=
using= the= parametric= mearson= mroduct= joment=
CorrelationI= rI= the= hypothesis= involving=
moderator= variable= EeoQF= is= tested= using=
ptepwise=oegression=AnalysisK=qhe=acceptance=or=
rejection= of= each= hypothesis= is= then= determined=
by=the=significance=of=the=regression=coefficientsK=
=
eo1: qhere is no significant relationship between the 
existence of an internal audit function and profit 
level in dlCs. 
=
qhe =test =result =is =as =shown =in =table =SK =crom =the =
results= there= is= a= weak= positive= relationship=
between= internal= auditing= practices= and= profit=
level=in=dlCs=K =qhe=r=value=is=MKOMU=which=is=not=
significant=EMKNTMF= at= the= MKMR= levelK= qhe= results=
support= eoN= that= there= is= no= significant=
relationship=between=the=existence=of=an=internal=
audit=function=and=profit=level=in=dlCsK=

=
Table SW= mearson’s=r=Efnternal=Audit=EfKAKF=and=mrofit=ievel=EmiF=
=
= fA= mi=
mearson’s=rW=fA=Correlation=Coefficient==
============pignificance=EOJtailedF=
k=

NKMMM=
=
QR=

MKOMU=
MKNTM=
QR=

pourceW=pmpp=tindow=lutput=sersion=NPKM=
=
=
eoO: qhere is no significant relationship between the 
existence of an internal audit function and returns 
on fnvestment in dlCp. 
=
qable=T=contains=the=test=resultsK=qhe=table=shows=
an= r= value= of= MKMVN= which= is= not= significant=
EMKOMUF= at= the= MKMR= levelK= qhere= is= a= negligible=
positive= association= between= internal= audit=

practices= and= oeturn= on= fnvestmentK= qhe= result=
support= eoO= that= there= is= no= significant=
relationship=between=the=existence=of=an=internal=
audit= function= and= oeturn= on= fnvestment= in=
dlCsK =qhusI =internal =audit =practices =of =dlCs =do =
not= significantly= influence= companies’= return= on=
investmentK=

=
Table TW== mearson’s=r=Einternal=Audit=and=oeturn=ln=fnvestmentF=
=
= fA= mi=
mearson’s=rW=fA=Correlation=Coefficient==
pignificance=EOJtailedF=
k=

NKMMM=
=
QR=

MKMVN=
MKOMU=
QR=

pourceW=pmpp=tindow=lutput=sersion=NPKM=
=
=
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eoP: qhere is no significant relationship between the 
existence of an internal audit function and levels of 
oeturn on equity in dlCs. 
=
qhe =test =result =is =presented =in =table =UK =crom =the =
tableI =the =r =value =shows =a =negligible =negative =
association= EJMKMUNF= which= is= not= significant=

EMKRVUF= at= the= MKMR= levelK= qhis= offers= support=to=
eoP= that= there= is= no= significant= relationship=
between= the= existence= of= an= internal= audit=
function= and= levels= of= return= on= equity= in= dlCsK=
qhusI =internal =audit =practices =of =dlCs =do =not =
significantly= influence= companies’= return= on=
equityK

=
Table UW== mearson’s=r=Efnternal=Audit=and=oeturn=on=bquityF=
=
= fA= mi=
mearson’s=rW=fA=Correlation=Coefficient==
======pignificance=EOJtailedF=
k=

NKMMM=
=
QR=

JMKMUN=
MKRVU=
QR=

pourceW=pmpp=tindow=lutput=sersion=NPKM=
=
=
Test ČÃ mediatČr variable EpČlitical inÃluenceF 
Čn the internal audit practicesLperÃČrmance 
relatiČnshipK 
=
eoQ: molitical influence on the management of a 
dlC does not significantly influence the internal 
audit practicesLperformance relationship. 
=
qhe= ptepwise= oegression= jethod= was= used= for=
testing= hypothesis= QK= rsing= the= methodI= data=
relating= to= the= surveyed= companies’= internal=
audit= practices= were= entered= into= the= pmpp=
programme =that =ran =the =testK =ln =the =choice =of =
“entry”= and= “stay”= values= of= the= ptepwise=
selection=criteria=we=adopted=the=value=of=KMR=and=
KNM=for=“entry”=and=“stay”=respectivelyK=qhus=only=
variables= that= met= the= set= criteria= are= entered=
into=the=model=while=those=that=failed=to=meet=the=
criteria= are= eliminatedK= sariables= areI= thusI=
entered= according= to= the= magnitude= of= their=
contribution=to=oOK=
=
te= tested= for= the= effect= of= political= influence=
Emeasured= by= government’s= appointment= of=
board= membersF= on= the= internal= audit= practicesL=
performance= relationshipK= cor= this= purposeI=
respondents=were=put=into=two=categoriesK=fn=the=
first=category=were=respondents=who=‘disagreed”=
Ethrough=their=ratingF=that=_oard=appointment=by=
government= had= an= effect= on= the= relationshipK=
qhe =second =group =were =those =whoI =also =by =their =
ratingsI= “agreed”= that= government’s=
appointment=of=_oard=members=had=an=effect=on=
the =relationshipK =qable =V =summarized =the =pmpp =
outputK=
=

rsing= the= ptepwise= oegression= jethodI= we=
tested= the= rating= of= respondents= regarding=
whether =appointment =by =government =of =dlCs’ =
board =members =had =an =effect =on =the =predictor =
variable’s= relationship= with= profitsK= tith= respect=
to =those =who =agreed =that =_oard =members =
appointment= by= government= influenced= the=
relationshipI= table= V= reveals= that= internal= audit=
having=an=r=value=of=MKNTS=with=a=pJvalue=of=MKNSQ=
does= not=significantly=correlate=with=profit=at=the=
MKMR= levelK= qhus= respondents= are= agreed= that=
political= influences= measured= by= government=
appointment= of= _oard= members= does= not=
mediate= on= the= influences= of= internal= audit=
practices =on =profit =levels =of =dlCsK =pimilarlyI =for =
respondents= that= disagreed= with= government=
appointment =of =board =members =as =having =an =
effect= on= the= internal= audit=
practicesLperformance=relationship= the= ptepwise=
procedure =revealed =that =there =was =no =effect =as =
the= predictor= variable= failed= to= meet= the=
method’s =criteria =at =the =VR =percent =level =of =
confidenceK= qable= V= also= show= that= government=
appointment=of=board=members=as=suggested=by=
the= respondents’= ratings= has= no= moderating=
effect=on=the=influences=of=internal=audit=practices=
on =return =on =investment =and =return =on =equity =of =
dlCs =J =the =predictor =variable =was =not =entered =
and =retained =at =the =entry =and =stay =values =of =KMR =
and= KNM=respectivelyK= qhusI= the= test=results= offer=
support= to= eoQ= that= political= influence= on= the=
management= of= a= dlC= does= not= significantly=
influence= the= relationship= between= internal=
auditing=practices=and=financial=performanceK=
=
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=
Table VW== pummary=of=oesults=on=the=bffect=of=molitical=fnfluence=
=
joderating=variable= fALCcm=

oelationship=
oO= mccErF= pig= t= pigKfor=t= cJvalue= pigKfor=c=

molitical=fnfluenceW=
=======aisagree=with=
=_oard=ApptK==
Agree=with=_oard=
=Appt=

fACmiW=
fA=
=
fA=

= =
KOQN=
=
KNTS=

=
KOOR=
=
KNSQ=

=
=
=
MKPRS=

=
=
=
KTOQ=

= =

aisagree=with==
_oard=Appt=
Agree=with=_oard=
Appt=

fAColfW=
fA=
fA=

= =
KQUS=
KNOV=

=
KMRR=
KOPS=

= = = =

aisagree=with==
_oard=Appt=
Agree=with=_oard=
Appt=

fA=C=olbW=
fA=
fA=

= =
KPQP=
KMQR=

=
KNPT=
KQMN=

= = = =

pourceW=pmpp=lutput=of=purvey=aataI=OMNN=
Correlation=pignificant=at=MKMR=
Ammq=Z=AppointmentX=mcc=Z=mearson=Correlation=CoefficientI=rI=fA=Z=fnternal=AuditI=mi=Z=mrofit=
ievelX=olf=Z=oeturn=on=fnvestmentX==olb=Z=oeturn=on=bquity=
Ccm=Z=Corporate=cinancial=merformance=
=
=
Discussiondofdfindingsd
=
fnternal Auditing and cinancial merÃČrmance 
ČÃ dlCs 
ft=is=widely=believed=that=internal=auditingI=where=
it= existsI= contributes= to= improved= financial=
performance= of= the= organizationK= According= to=
_ejide=EOMMSF=“an=effective=internal=audit=service=
canI= in=particularI=help=reduce=overheadI= identify=
ways= to= improve= efficiency= and= maximize=
exposure= to= possible= losses= from= inadequately=
safeguarded= company= assets= all= of= which= can=
have= a= significant= effect= on= the= bottomJline”K=
senables= and= fmpey= ENVVNF= opined= that= internal=
audit =is =an =“invaluable =tool =of =management =for =
improving=performance”K=
=
qo= eermanson= and= oittenberg= EOMMPF= the=
existence=of=an=effective=internal=audit=function=is=
associated= with= superior= organizational=
performanceK= mrasad= and= oao= ENVUVF= expressed=
similar= sentiments= when= they= observed= that= the=
internal= auditor= by= acting= as= a= watchdog= saves=
the= organization= from= malpractices= and=
irregularities= thus= enabling= the= organization= to=
achieve =its =objectives =of =ensuring =high =level =of =
productivity=and=profitK=

=
lur= findings= in= this= studyI= howeverI= contradicts=
the=above=positionsK=te=found=that=there=was=no=
significant=relationship= between= the=existence=of=
an= internal= audit= function= and= financial=
performance=of= dlCsK= qhat= isI= internal= auditingI=
where= it= existsI= does= not= influence= the= profit=
levelsI=return=on=investment=and=return=on=equity=
of =dlCsK =qhis =findings =is =at =odds =with =that =of =
hmjd= ENVVVF= which= identified= a= positive=
association= between= an= internal= audit= function=
and= financial= performanceK= fn= a= survey= of= some=
OMN= senior= company= executives= in= the= rnited=
ptatesI= the= hmjd= study= found= that= the= internal=
audit= function= in= organizationsI= where= it= existsI=
contributes= substantially= to= performance=
improvement= and= assist= in= identifying= profit=
improvement= opportunitiesK= lur= findings= in= this=
study=also=contradicts=that=of=cadzilI=et=al=EOMMRF=
which= found= that= internal= auditors= assist= in=
running= a= company= more= efficiently= and=
effectively= to= increase= shareholders’= valueK= ln=
the=other= handI= the= findings= is= similar= to= that= of=
driffiths= ENVVVF= which= found= no= relationship=
between= internal= audits= and= performanceK= qhat=
study=found=widespread=“lukewarm”=or=negative=
attitudes= to= internal= audit= Ein= the= privatelyKJ
owned= organizations= studiedF= and= that= the=
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function= was= lacking= in= skills= and= appropriately=
trained=staffK=
=
qhe= absence= of= a= significant= relationship= found=
between=internal=auditing=practices=and=financial=
performance =may =be =attributed =to =the =size =of =
dlCs=involved=in=this=surveyK=fnternal=auditing=is=
believed= to= be= associated= more= with= large= than=
with=small=companiesK=mrior=studies=Efor=exampleI=
Carcello= et= al= OMMRX= ptewart= and= hentI= OMMSF=
found= a= strong= association= between= internal=
audit= and= the= size= of= the= firmK= qhese= findings=
suggest=that=smaller=firms=do=not=regard=internal=
audit =as =cost =effectiveK =fn =the =present =studyI =a =
majority= of= the= dlCs= fall= within= the= “small”=
categoryI= Eusing= the= classification= criteria=
adopted= earlier= stated= in= the= methodology=
sectionFK= bven= among= some= of= the= large= ones=
having= internal= audit= departmentsI= the= actual=
practices= suggests= a= possible= underemphasis= on=
internal= auditingK= qhereforeI= the= seemingly= deJ
emphasis= on= internal= auditing= by= the= majority=
small=dlCp=may=have=contributed=to=the=absence=
of= a= significant= relationship= between= internal=
auditing= practices= and= financial= performanceK=
there=internal=auditing=is=deemphasizedI=clearly=
it=cannot=impact=positively=on=performanceK=
=
ft =is =a =matter =of =concern =that =some =of =the =dlCp =
do= not= have= internal= audit= aepartmentsK=
fnterestinglyI= howeverI= some= of= the= companies=
Equalifying=as=large=going=by=this=study’s=criteriaF=
had=been=making=substantial=profits=for=so=many=
years =nowK =qhis =goes =to =affirm =the =fact =that =
superior =financial =performance =may =not =come =
about= just= from= an= internal= audit= functionK= bven=
in= those= cases= where= an= internal= audit=
department= Eor= unitF= existsI= the= departments=
were= functioning= with= skeleton= staff= not=
adequate =in =relation =to =the =size =of =the =companyK =
jajority= of= the= companies= have= internal= audit=
staff=numbering=between=one=and=fiveK=kone=has=
more=than=ten=irrespective=of=the=size=Esee=qable=
OFK= A= majority= of= the= internal= audit=aepartments=
are =headed =by =college =graduates =with =years =of =
experience =or =by =graduate =accountantsK =A =
negligible= few= are= under= the= headship= of= a= chief=
internal= auditor= with= professional= accountancy=
qualificationK=
=
qhe= internal= audit= aepartments= of= the= surveyed=
enterprises= could= not= have= been= effective= as=
internal= auditors= in= these= companies= lacked=

professional= independence= in= the= discharge= of=
their= dutiesK= fn= order= to= serve= a= constructive=
purpose =internal =audit =judgments =have =to =be =
unbiased =and =therefore =can =only =be =made =by =
taking= an= objective= view= from= an= impartial=
viewpointK =As =we =saw =in =qable =PI =the =internal =
audit= aepartments= of= these= companiesI= where=
they =existI =lacked =the =freedom =to =plan =and =carry =
out=the=work=thus= limiting=the= scope=of=the=audit=
conducted= by= the= aepartmentK= qhey= also= lacked=
the =freedom =of =access =to =the =highest =level =of =
management=and= to=determine= the= appointment=
or= removalI= promotion= and= remuneration= of=
internal=audit=staff= all=of=which=make=for=internal=
auditor’s= independenceK= fn= these= situationsI= the=
watch =dog’s =job =of =saving =the =undertaking =from =
malpractices= and= irregularities= which= in= turn=
leads= to= improved= performance= is= greatly=
underminedK= joreoverI= where= company=
management= fails= or= it= is= reluctant= to= take=
actions= on= internal= audit= reports= and=
recommendationsI= internal=auditing=suffersK=qhis=
is=the=case=of=our=surveyed=companies=as=we=saw=
in =qable =RK =qhe =above =discussion =leads =to =a =very =
significant= conclusionW= the= internal= audit=
functionI= where= it= existsI= does= not= significantly=
influence= financial= performance= of= a= dlCK= qhe=
absence=of=a=relationship= may= be= attributed= to= a=
possible= underJemphasis= on= internal= auditing= by=
dlCsK= there= internal= auditing= is= not= accorded=
any= serious= attentionI= clearly= it= cannot= impact=
positively= on= financial= performanceK= cinancial=
performance =of =a =dlC =may =improve =not =as =a =
result= of= just= an= internal= audit= function=
Eespecially=when=proper=attention=is=not=accorded=
itF =but =also =from =some =other =variablesK =qhe =
foregoing= clearly= shows= that= the= functioning= of=
the =internal =audit =system =in =the =surveyed =dlCs =
had= not= been= effectiveK= ead= it= been= effectiveI= it=
would= have= benefited= the= enterprises= in= several=
ways =by =plugging =out =loopholes =present =in =their =
various= activities= thereby= improving= financial=
performanceK=
=
bÃÃect ČÃ mČlitical fnÃluence Čn the fnternal 
Auditing mracticeLmerÃČrmance oelatiČnship 
=
molitical=influence=Ewhich=we=used=in=this=study=as=
synonymous=with=the=external=environmentF=was=
hypothesized= to=have=a=moderating=effect=on=the=
internal= audit= practicesLperformance=
relationshipK=molitical=influence=was=measured=by=
government’s= appointment= of= _oard= membersK=
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mrasad=and=oao=ENVUVF=had=alleged=that=political=
influence= is= generally= seen= in= the= matter= of=
appointment =of =_oard =members =and =other =
executives= to= dlCsK= qhe= variable= J= political=
influence =J =was =found =to =have =no =moderating =
effect= on= the= relationship= between= internal=
auditing= practices= and= financial= performance= of=
dlCsK= qhis= finding= is= consistent= with= tilliam’s=
EOMMRF =study =of =small =and =medium =sized =
pingaporean= firms= which= found= no= direct=
relationship= between= accounting= control=
practices=and=the=overall=firm=performance=when=
the= environmental= influences= of= uncertainty= was=
addedK= dovernment’s= appointment= of= _oard=
members= which= may= include=politicians= may=not=
afterall =be =bad =per =se =so =long =as =it =is =done =on =
merit= and= not= on= political= groundsK= Akinsanya=
ENVVOF=had=observed=that=in=the=rnited=hingdomI=
the= jinister= is= required= to= make= appointments=
from =among =persons =“appearing =to =him =to =be =
qualified=as=having=had=experience=of=and=having=
shown= capacity= in= industrialI= commercial= or=
financial= mattersI= applied= science= and=
administration=or=the=organization=of=workers”K=
=
fn=concluding=our=discussionI=it=may=be=necessary=
to= point= out= that= the= absence= of= a= significant=
relationship= between= internal= auditing= practices=
and= the= measure= of= financial= performance=
adopted= could= mean= that= internal= auditing=
practices =have =become =a =necessary =but =not =
sufficient= condition= for= financial= performance= in=
dlCs=in=kigeriaK=
=
Implicationsdofdthedstudyd
=
qhe= present= study= has= made= some= contributions=
to= theory= building= and= provide= guidance= to=
operators= of= dlCs= in= kigeria= in= the= following=
waysW=
=
TheČretical fmplicatiČns 
=
An= unexpected= result= and= indeed= a= more=
interesting= contribution= to= the= literatureI= is= the=
findings =in =this =study =of =the =absence =of =a =
significant=relationship=between=internal=auditing=
practices=and=financial=performanceK=qhe=auditing=
literature= widely= concede= that= internal= auditingI=
where= it= is= practicedI= should= result= in= superior=
organizational= financial= performance= Esee= for=
exampleI =sanascoI =et =alI =NVVRX =eermanson =and =
oittenbergI= OMMPX= cadzilI= et= alI= OMMRI= _ejideI=

OMMSFK= qhe= findings= of= this= study= suggests= that=
dlCs= lacked= an= effective= monitoring= system=
provided= by= internal= auditing= which= ultimately=
resulted= in= the= absence= of= a= significant=
relationship= between= this= control= practices= and=
financial= performanceK= qhis= is= an= important=
contribution=to=the=literature=since=as=this=finding=
implyI= the= mere= creation= of= an= internal= audit=
department= in= an= organization= does= not=
automatically= result= in= superior= financial=
performanceK= qhe= department= must= receive= the=
necessary= adequate= management= support= for= it=
to=function=effectivelyK=
=
joreoverI= the= present= study= extends= previous=
research= by= providing= useful= insights= into= the=
internal= auditing= practices= of= dlCs= in= kigeriaK=
mrior= accounting= control= practices= research=
involvingI=particularly=the=budgeting=aspect=have=
largely= been= confined= to= privatelyJowned=
companies=in=the=developed=countries=such=as=the=
rKpKAI= the= rKhK= and= kew= wealandK= qhusI= the=
present= study= made= a= contribution= given= that=
there =had =been =no =prior =research =Eto =the =best =of =
our= knowledgeF= dealing= with= the= performance=
consequences= of= internal= auditing= practices= in=
dlCs=in=kigeriaK=qhe=present=study=had=filled=this=
gapK=qhusI=the=present=studyI=has=provided=fresh=
empirical= evidence= relevant= to= theoryJ= testing= of=
the= relationship= between= internal= auditing=
practices= and= financial= performance= of= dlCsK=
qhusI= to= researchers= interested= in= this= areaI= the=
present= study= had= provided= fresh= empirical=
evidence= relevant= to= theoryJtesting= of= the=
relationship= between= internal= auditing= practices=
and =financial =performance =of =dlCsK =qhis =studyI =
hopefullyI= should= rekindle= their= interest= in= this=
seemingly= underJresearched= area= in= kigeria=
especially= when= the= bulk= of= the= auditing=
literature= suggests= that= internal= auditing= as= a=
control= mechanism= should= lead= to= improved=
financial=performance=of= organizationsK=bvidence=
provided =by =the =present =study =will =provide =a =
ready=source=of=materials=for=such=future=studiesK=
=
mractical fmplicatiČns 
=
An=important=finding=of=this=research=pertains=to=
the= extent= of= the= internal= auditing= practices= in=
dlCsK =qhe =study =had =brought =to =the =foreI =the =
need =for =adequate =staffing =in =terms =of =numbersI =
qualification=and=experience=in=the=fnternal=Audit=
aepartments=of= these=companies= asI= well=as= the=
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establishment=of=the=aepartment=where=it=is=nonJ
existentK=qhere=is=no=doubt=that=fnternal=auditing=
benefits =managers =in =providing =bases =for =
judgment= and= actionI= helping= managers= by=
reporting= weaknesses= in= control= and=
performanceI=providing=counsel=to=managers=and=
board =of =directors =on =the =solutions =of =business =
problems= and= supplying= information= that= is=
timelyI =reliable =and =useful =to =all =levels =of =
managementK= ff= properly= implementedI= internal=
auditingI= should= contribute= meaningfully= to=
financial=performance=of=dlCsK=
=
qo= policy= makers= in= dlCs= in= kigeriaI= this= study=
had =also =brought =to =the =fore =the =significance =of =
internal= auditing= and= how= it= could= assist= the=
organization= to= achieve= its= profitability= goalsK= ft=
is=noteworthy=that=at=the=time=of=this=study=some=
of= the= dlCs= Efalling= within= the= scope= of= the=
studyF=have=remained=closed=for=many=years=with=
some =“only =merely =alive” =as =they =were =owing =
arrears=of=workers’=salariesK=qhe=present=study=isI=
thusI= significant= as= it= provides= fresh= evidence= as=
to= whether= or= not= the= “poor”= performance= state=
of= these= enterprises= was= due= to= the= nonJ
existence= andLor= inadequacy= of= the= control=
structure= such= as= that= provided= by= internal=
auditingK= ConsequentlyI= policy= makers= will= be=
assisted= to= know= the= state= of= these= enterprises=
for=appropriate=measures=to=be=taken=so=that=the=
scarce= resources= of= the= government= are= not=
misutilized= and= does= not= lead= to= demoralization=
of= the= concept= of= public= enterprise= system= in=
kigeriaK=
=
CČnclusiČn and oecČmmendatiČns 
=
crom=our=discussion=of=findingsI=we=can=conclude=
that= the= present= study= provides= some= evidence=
on= the= performance= consequences= of= internal=
auditing= practices= in= dlCs= in= kigeriaK=
ppecificallyI= the= internal= audit= functionI= where= it=

existsI= in= a= dlC= does= not= significantly= influence=
financial= performance= and= that= political=
interferences= by= way= of= government’s=
appointment= of= board= members= does= not=
significantly= impact= these= enterprises’= financial=
performanceK=qhe=absence=of=a=relationship=arose=
from= possible= underJemphasis= on= internal=
auditing=by=these=enterprisesK=there=the=internal=
audit= function= is= deJemphasised= Eas= the= present=
study=showsFI=clearlyI= it=cannot=impact=positively=
on= financial= performanceK= ConsequentlyI= we=
strongly= recommend= the= creation= of= an= fnternal=
Audit= aepartment= in= those= enterprises= where=
there= is=noneK= bxisting=aepartments=then=should=
be= strengthened= by= according= them= the=
necessary= professional= independence= and=
employing=adequate=number= of= experienced= and=
qualified= staff= to= enable= the= aepartment= extend=
coverage= of= the= audit= to= all= significant= activities=
of= these= enterprisesK= ead= that= function= been=
effectiveI=it=would=have=benefited=the=enterprises=
in=plugging=out=loopholes=that=may=be=present=in=
the= enterprises’= activities= with= resultant= positive=
effects=on=financial=performanceK=
=
AlthoughI= the= present= study= offered= some=
contributions= to= our= understanding= of= the=
relationship= between= internal= auditing= practices=
and= corporate= financial= performanceI= future=
research= should= incorporate= nonJfinancial=
measures= such= as= qualityI= employee= satisfaction=
in= addition= to= financial= measures= in= order= to=
further= enrich= our= understanding= of= the= internal=
auditingLperformance= relationshipK= ft= is= also=
suggested= that= future= research= should= examine=
companies= with= “mixed= ownership”I= that= isI=
those=partly=owned=by=government=and=partly=by=
private= investors= so= as= to= see= what= impact= the=
elements= of= private= and= government= ownership=
together= would= have= in= an= internal= auditing=
practicesLperformance=studyK=

=
= =
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Appendix 

purvey nuestiČnnaire 

fdentiÃicatiČn ČÃ oespČndent 

NK kame=of=company=EoptionalF=
=

OK that=percentage=of=the=equity=share=is=governmentJowned?=
=

NMM=B= = RM=B=and=above== = less=than=RM=B=
=

PK vour=functional=position=in=the=company?=mlease=tick=
fnternal=auditor= = = Chief=fnternal=Auditor=
Accountant= = = Chief=Accountant=
cinance=janager=

=
QK vour=level=of=schoolingLprofessional=qualification?=mlease=tick=

_achelours=degree= = jasters=aegree= aiplom=
most=draduate=aiploma= = College=Certificate=
ACA= = = lther=Eplease=specifyF=

=
RK qhe=number=of=workers=in=my=company=isW=

_elow=PMM= = = lver=PMM=
=
=

fkTbokAi ArafTfkd moACTfCbp 
AK mlease=tick=EÖF=as=appropriate=in=the=spaces=providedW=

=
iK fn=my=companyW=

J there=is=a=separate=internal=audit=unitL=department=
J there=is=no=internal=audit=unitL=department=

=
iiK qhe=number=of=staff=in=the=internal=audit=department=is==

_etween=N=to=R== _etween=S=to=N=
jore=than=NM=

=
iiiK qhe=internal=audit=department=is=functioning=under=the=control=ofW=

A=chief=internal=auditor=with=professional=accountancy=qualification=
A=graduate=accountant=
A=college=graduate=with=several=years=of=experience=
A=university=graduate=without=an=accountancy=background=

=
_K mlease= indicate= your= agreement= with= the= following= statements= relating= to= the= internal= audit= function= of= your=

companyK =rse =the =response =keyW =pA =Eptrongly =AgreeFW =A =Z =AgreeX =r =Z =rndecidedX =a =Z =aisagreeX =pa =Z =ptrongly =
aisagree=

=
N= qhe=objectives=and=scope=of=the=internal=audit=function=are=clearly=

defined=by=company=management=
pA= A= r= a= pa=

O= creedom=to=plan=and=carry=out=the=work= = = = = =
P= cree=access=to=the=highest=level=of=management= = = = = =
Q= creedom=to=determine=the=appointment=or=removalI=promotion=

and=remuneration=of=all=internal=audit=staffK=
= = = = =

= qhe=internal=auditor=has=a=clearly=defined=authority=which=
empowers=him=toW=

= = = = =

R= Ask=for=any=information=which=he=considers=necessary=from=any=
officer=of=the=companyK====

= = = = =

S= qhe=right=of=access=to=any=part=of=the=company=and=to=any=
documentK=

= = = = =

T= Company=management=do=take=the=necessary=action=on=internal=
audit=reports=and=recommendations=

= = = = =
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U= qhe=internal=audit=department=of=my=company=is=adequately=
staffed=in=terms=of=numberI=qualification=and=experienceK=

= = = = =

V= qhe=internal=audit=reports=go=to=top=management=and=this=is=
considered=better=than=taking=such=reports=to=the=finance=
managerK=

= = = = =

=
=
cfkAkCfAi mboclojAkCb 
=

NMK mlease=rate=by=a=tick=E√FI=company’s=profit=levels=over=the=past=five=years=relative=to=your=major=competitors=using=the=
following=scale=

=
= = = = =

aefenitely==
better=

_etter= aon’t=know= About=the==
same=

aefinitely==
worse=

=
NNK jy=company=had=always=met=its=annual=profit=targetK=mlease=tick=E√F=

=
= = = = =
ptrongly=
Agree=

Agree= rndecided= aisagree= ptrongly=
disagree=

=
NOK hindly=rate=your=company’s=return=on=investment=over=the=past=five=years=relatie=to=your=competitorsK=mlease=tick=E√F=

=
= = = = =
aefenitely==
better=

_etter= aon’t=know= About=the==
same=

aefinitely==
worse=

=
NPK jy=company’s=oeturn=on=investment=had=been=satisfactory=ovet=the=past=five=yearsK=mlease=tick=E√F=

=
= = = = =
ptrongly=
Agree=

Agree= rndecided= aisagree= ptrongly=
disagree=

=
NQK hindly=rate=by=a=tick=E√F=your=company’s=return=on=equity=over=the=past=five=years=relative=to=your=major=competitors=

on=the=following=scaleW=
=
= = = = =
aefenitely==
better=

_etter= aon’t=know= About=the==
same=

aefinitely==
worse=

=
NRK jy=company=had=been=paying=dividents=to=government=over=the=past=five=yearsK=mlease=tick=E√F=the=appropriate=

scaleK=
=
= = = = =
ptrongly=
Agree=

Agree= rndecided= aisagree= ptrongly=
disagree=

=
NSK eow=would=you=rate=the=financial=performance=of=your=company?=mlease=tick=E√F=

=
= = = = =
sery=high= eigh= joderate= iow= sery=low=
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mlifTfCAi fkcirbkCbp 
=
mlease=indicate=your=agreement=with=the=following=statement=using=the=response=scaleW=pA=Z=ptrong=AgreeX=A==Z=AgreeX=r=Z=
rndecidedX=a=Z=aisagreeX==pa=Z=ptrongly=aisagree=
=

NTK dovernment’s=appointment=of=my=company’s=board=members=affect=company’s=financial=performanceK=
=
= = = = =

pA= A= r= a= pa=
=

NUK molitical=influence=on=my=company’s=management=generally=affect=financial=performance=
=
= = = = =

pA= A= r= a= pa=

=
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Abstractd
=
qhis= paper= assesses= the= relationship= between= the= dimensions= of= customer= experience= and= delivery= total=
customer= experience= managementX= and= compares= the= differences= in= delivery= total= customer= experience=
management= practices= in= the= rh= and= kigeria= aviations= industryK= qhe= study= adopted= a= survey= method=
through=the=use=of=refined=open=and=closeJended=questionnaire=from=the=results=of=two=pilot=studies=to=elicit=
information= from= QMS= front= office= airlines= staff= of= the= rh= and= kigeria= aviations= industryK= oeturned=
instrument= were= analyzed= using= both= descriptive= and= inferential= statisticsX= mearson= moment= correlation=
was= used= to= assess= the= degree= of= the= relationship= between= the= dimensions= of= customer= experience= and=
delivery=total=customer=experience=management=and=the=independent=sample=tJtest=was=used=to=assess=the=
differences= in=delivery=total=customer=experience=management= in=both= aviation= industryK= qhe=study=found=
positive= relationships= between= the= dimensions= of= customer= experience= and= delivery= total= customer=
experience=management=practicesK=eowever=people=and=culture=dimension=was=found=to=have=very=strong=
relationshipI =rse =of =customer =data =to =planI =drive =and =monitor =services =dimension =was =found =to =have =a =
strong=relationshipI=managing=customer=data=dimension=was=found=to=have=moderate=relationshipK=Analysis=
and =planning =of =services =and =contactsX =aayJtoJaay =customer =management =were =found =to =have =weak =
relationshipK= ptatistically= significant=differences= in=delivering= customer= experience= management= practices=
in=the=rh=and=kigeria=aviation=industry=were=identifiedI=with=the=rh=aviation=performing=better=than=kigeria=
aviationK= A= model= of= delivering= total= customer= experience= management= was= developed= and=
recommendations= for= further= study=to= investigate=the=extent=to=which=the= identified= moderating=variables=
mediate= the= relationship= between= the= two= dimensions= of= customers= experience= and= delivery= customer=
experience=managementK=
=
Keywordsdd
CustomerJexperienceI=janagementI=AviationJfndustryI=rhI=kigeria=
=
=
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Introductiond
=
aespite= the= realization= of= the= contributions= of=
aviation= industry= to= the= global= economy= through=
the= passengers= EcustomersFI= there= appears= to= be=
lack= of= research= evidence= both= from= the=
practitioners= and= academics= on= the= antecedents= of=
the= customers’= experiences= and= how= these=
experiences= are= managed= in= this= sectorK= oatherI=
studies =and =discussions =as =well =as =reports =on =the =
airline= emission= and= traffics= have= been=
overemphasizedK= eoweverI= a= study= to= investigate=
the= experiences= the= customers= encounter= in=
consummating= aviation= services= and= management=
responses= to= these= encounters= in= offering= positive=
experiences= to= the= customers= is= called= forI= hence=
the=purpose=of=this=studyK=
=
Customer=experience=management=ECbjF=has=been=
identified= by= researchers= and= practitioners’= as= a=
viable= concept= and= strategy= in= fostering= customer=
loyalty= E_entum= and= ptoneI= OMMRX= and= qemkinI=
OMMVFK=aespite=the=recognition=of=the=importance=of=
CbjI= few= academic= researches= Eserhoef= et= alI=
OMMVF= have= conducted= investigation= on= its=
usefulness= and= importance= as= well= as= testing= its=
construct= in= corporate= organizationsK= jany= of= the=
few =articles =available =in =Cbj =are =from =the =
practitioners’=point= of= view= and=very= little= from=the=
academic= research= with= none= discussing= the=
importance= of= customer= experience= management=
strategy=in=the=aviation=sectorK==
=
cor =instanceI =serhoef =et =alKEOMMVF =studyI =focused =
on= the= determinantsI= dynamics= and= management=
strategies= on= customer= experience= creation= in= the=
retail= sectorX= iywood= et= alK= EOMMVF= studied= Cb= and=
profitability= in= the= rh= call= centres= possibly=
advancing =the =earlier =study =of =aean =EOMMQF =also =in =
the= call= centresK= lther= studies= have= been= on=
conceptual= developmentI= for= instanceI= malmer=
EOMNMFX=dentileI=et=alK=EOMMTFX=jeyer=and=pchwager=
EOMMTFX=crow=and=mayne=EOMMTFX=_erry=et=alK=EOMMOF=
and=many=moreK=
=
Again= despite= the= large= investments= in=
implementing= Coj= programmesI= customers= are=
still= changing= loyalty= from= one= airline= to= another=
due=to=dissatisfaction=EwehrerI=OMMVFK==qhis=has=lead=
to=increased=realization=in=the=CbjI=a=moreJfocused=
program=necessary=for=the=success=of=the=companyK=
ko =doubt =the =seemly =lack =of =sufficient =study =on =
Cbj= in= the= aviation= sector= impacts= on=

understanding= the= key= trends= of= customer=
experience=management=strategy=in=this=sectorK=cor=
instanceI= the= volcano= eruption= experience= in= OMNM=
requires= investigation= to= identify= the= customers’=
experiences= with= all= units= in= the= aviation= industry=
and= what= strategies= were= utilised= by= management=
and= workers= to= provide= positive= experiences= to= the=
customersK= AgainI= implementation= of= loyalty=
scheme =in =the =aviation =sector =has =been =an =area =of =
vulnerability= where= customers= pass= through=
negative= experiences= in= receiving= the= benefits= for=
long=time=loyalty=EpchmittI=OMMPFK=
=
qhusI= this= present= study= seeks= to= understand= the=
key=trends=in=the=development=and=management=of=
customers= experiences= in= the= aviation= sectorK= qhis=
paper=reports=a=cross=cultural=study=carried=out=in=a=
developed= western= country= ErhF= and= a= developing=
nation= in= the= third= world= African= country= EkigeriaFK=
qhe= rationale= is= to= gain= a= holistic= understanding= of=
how= management= in= the= aviation= industry=
formulates= strategies= in= developing= positive=
customer =experiences =and =to =gain =a =cross =cultural =
understanding= of= customer= experience=
management=strategiesK==
=
qhis=paper=is=organized=as=followsW=section=two=sets=
up= the= basic= and= concepts= of= customer= experience=
and= Customer= bxperience= janagement= ECbjFI=
previous= studiesI= conceptual= and= opinions= of=
researchers= on= CbjK= qhe= section= also= reviews=
literature= on= the= rh= and= kigeria= aviation= sectorsI=
identifying=the=economic=and=social=contributions=of=
the= aviation= sectors= to= these= economiesK= pection=
three= discusses= the= study= methodology= and= in=
section= fourI= data= collected= are= analyzedK= cinallyI=
section= five= discusses= the= summary= of= the= main=
findings= and= makes= recommendations= for= further=
studiesK=
=
Thed conceptd ofd customerd
experiencedmanagementd
=
Customer= bxperience= janagement= ECbjF= is=
becoming =a =popular =way =for =companies =and =
industries= to= capture= customer= loyaltyK= mine= and=
dilmore=ENVVUI=pKVUF=observed=that=“an=experience=
occurs= when=a=company= intentionally=uses=services=
as= the= stageI= and= goods= as= a= propsI= to= engage=
individual= customers= in= a= way= that= creates= a=
memorable= event”K= “bxperiences= provide= sensoryI=
emotionalI= cognitiveI= behavioral= and= relational=
values= that= replace= functional= values”= EpchmittI=
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NVVVI= pKOSFKCbj= puts= the= focus= on= the= customer=
rather= than= the= goals= of= the= companyI= leading= to=
better =service =and =ultimately =a =higher =number =of =
loyal= customers= spreading= wordJofJmouth=
advertising= to= potential= customers= Ejayer= and=
pchwagerI= OMMTFK= Customer= experience=
management=practices=strive=to=make=the=most=out=
of= every= interaction= with= the= customerX= through=
advertisingI= salesI= deliveryI= service= and=
communications=EmetitI=OMMVFK==
=
ft= is= far= wider= ranging= and= complex= than= the=
traditional= customer= careK= ievine= EOMMUF= observes=
that= Cbj= encompasses= service= managementI=
product= life= cycle= managementI= device=
managementI= next= generation= managementI= and=
analyticsK= = Ailwagli= et= alK= EOMMVF= argued= that= the=
success= of= any= customer= experience= management=
strategy=depends=largely=on=the=operators’=ability=to=
adopt=a=customerJcentric=mindsetI=an=initiative=that=
must =be =driven =from =the =topK = =dupta =and =sajic =
EOMMMI =pK =PQF =define =Cbj =as =“an =experience =which =
occurs =when =a =customer =has =any =sensation =or =
knowledge=acquisition=resulting=from=some=level=of=
interaction= with= different= elements= of= a= context=
created= by= the= service= provider”K= hamaladevi=
EOMMVF= defined= Cbj= in= terms= of= total= customer=
experience= emphasizing= the= importance= of= all=
contacts=that=a=consumer=has= with=an=organization=
and= the= consumer’s= holistic= experienceK= serhoel= et=
alK =EOMMVI =pKOF =while =building =on =the =works =of =
eolbrook= and= eirschmann= ENVUOFI= pchmitt= ENVVVFX=
and =_erry =et =alK =EOMMOFI =argued =that =customer =
experience= originates= from= a= set= of= interactions=
between =a =customer =and =a =productI =a =companyI =or =
parts=of=its=organizationI=which=provoke=a=reactionK==
=
jeyer= and= pchwager= EOMMTI= pKOF= see= customer=
experience= as= the= internal= and= subjective= response=
customers= have= to= any= direct= or= indirect= contact=
with= a= companyK= qhey= further= argued= that= direct=
contact=generally=occurs= in=the=course=of=purchaseI=
useI= and= service= and= is= usually= initiated= by= the=
customerK===kagasawa=EOMMUI=pK=PNQF=observed=that=
“customer=experience=is=not=an=incidental=value=but=
an=essential=and= intrinsic= value= where=the=products=
and= services= are= understood= from= the= customer=
pointsJofJviews =as =those =provided =by =the =company =

and =brand”K =ee =argued =that =the =objective =of =
marketing=which=creates=customer=experience=is=not=
to=provide=product=and=services= as= tangible= objects=
to= customersI= but= to= take= the= aspect= of=consuming=
in= context= of= the= customers’= lifestyles= and= to=
interpret= their= consumption= by= appealing= to= their=
senses=and=feelings=in=the=processK=
=
qhe=above=definitions=and=explanations=clarify=what=
customer= experience= isK= lne= common= agreement=
among= the= authors= is= that= customer= experience= is=
both =internalI =personalI =and =can =be =provoked =by =
emotionK=cactors=leading=to=a=positive=experience=to=
one=customer=may=not=necessarily=lead=to=absolute=
experience= to= another= customerK= eoweverI= one=
important= aspect= of= customer= experience=
management =these =authors =seem =to =ignore =is =the =
management= aspect= of= the= customer= experienceK=
qhe= above= definitions= tended= to= focus= on= the=
external= factors= of= customer= experience= without= a=
mention=of=the=internal=factors=which=underpins=the=
management= of= customer= experienceK= bvenI=
authors= with= the= title= customer= experience=
management= Esee= malmerI= OMNMX= metitI= OMMVF= also=
ignored= the= inclusion= of= the= managerial= duties= in=
providing= positive= experiences= to= the= customers=
which=is=the=essence=of=value=creation=in=Cbj=studyK===
=
eoweverI= this= study= offers= the= definition= of=
customer=experience=management=strategy=asW=
.. a systematic analysis of the factors with customers 
experience (the external environment) and the 
organization itself (the internal environment) to 
provide the basis of rethinking the current 
management practices in providing positive customer 
experience.  
=
qhis=definition= is=offered=realising=that=Cbj=should=
involve=decisions=concerning=what=a=company=might=
doI=given=the=opportunities=in=its=environmentX=what=
it=can=doI=given=the=resources=at=its=disposalI=what=it=
wants= to= doI= given= the= personal= values= and=
aspirations =of =key =decision =makersX =what =it =should =
doI=given=the=ethical=and=legal=context=in=which=it=is=
operatingK= qable= N= summarises= the= recent= thinking=
in= the= definitions= of= customer= experience= and=
customer= experience= management= by= both=
practitioners=and=academicsK=

=
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Table N= pummary=of=customer=experience=and=customer=experience=management=definitions=
=
Authors=and=dates= aefinitions==
mine= and= dilmore= ENVVUI=
pKVUF=

An=experience=occurs=when=a=company=intentionally=uses=services=as=the=stage=and=goods=
as=propsI=to=engage=individual=customers=in=a=way=that=creates=a=memorable=eventK==

pchmitt=ENVVVI=pKOSFK= bxperiences= provide= sensoryI= emotionalI= cognitiveI=behavioral=and= relational= values=that=
replace=functional=valuesK=

pchmitt=EOMMPF= Customer=experience=management=is=the=process=of=strategically=managing=a=customer’s=
entire=experience=with=a=product=or=a=companyK=

jayer= and= pchwagerI=
EOMMTI=pKOF=

Customer=experience=is=the=internal=and=subjective=response=customers=have=to=any=direct=
or=indirect=contact=with=a=companyK=

ceuss=and=
=oamaswamyI=EOMMTFK=

Customer= bxperience= janagement= integrates= customer= researchI= quality= improvementI=
operations=researchI=technology=strategyI=employee=trainingI=and=motivational=programs=
to=improve=all=aspects=of=a=company’s=interactions=with=its=customers=

ievine==EOMMUF===== Customer=experience=management=is=a=holistic=concept=that=requires=the=operator=to=have=
visibility=across=multiple=systems=within=their=organizationK=

ievine=EOMMUF= Cbj= encompasses= service= managementI= product= life= cycle= managementI= device=
managementI=next=generation=managementI=and=analyticsK===

aurst=EOMMUF= qhe= term= ?Customer= bxperience= janagement?= represents= the= disciplineI= methodology=
andLor= process= used= to= comprehensively= manage= a= customerDs= crossJchannel= exposureI=
interaction=and=transaction=with=a=companyI=productI=brand=or=service==

AilwagliI=et al. EOMMVF= qhe= success= of= any= customer= experience= management= strategy= depends= largely= on= the=
operators’ =ability =to =adopt =a =customerJcentric =mindsetI =an=initiative =that =must =be=driven=
from=the=topK==

EhrishnanI=OMMVF= Cbj =is =a =strategic =approach =taken =by =the =Cpm =Ecustomer =service =providersF =to =augment =
business=processes=and=integrate=a=myriad=of=data=setsI=software=systemsI=processesI=and=
people=to=positively=impact=the=subscribersD=experience=

jaclayton=E=OMMVF= Cbj=is= concerned=with= the=customer=primarily= and=delivering=what= the=customer= desires=
during=all=the=touchJpoints=between=the=customer=and=company=

dupta =and =sajic =EOMMMI =pK =
PQF=

Customer= experience= management= is= an= experience= which= occurs= when= a= customer= has=
any= sensation= or= knowledge= acquisition= resulting= from= some= level= of= interaction= with=
different=elements=of=a=context=created=by=the=service=provider=

hamaladevi=EOMMVF= Cbj= in= terms= of= total= customer= experience= emphasizing= the= importance= of= all= contacts=
that=a=consumer=has=with=an=organization=and=the=consumer’s=holistic=experienceK==

serhoel=et alKEOMMVI=pKOF= Customer= experience= originates= from= a= set= of= interactions= between= a= customer= and= a=
productI=a=companyI=or=parts=of=its=organizationI=which=provoke=a=reaction=

=
=
As =can =be =seen =in =qable =NI =there =is =a =great =deal =of =
confusion=over=what=the=term=Cbj=really=meansK=As=
more=individuals=get=on=board=the=Cbj=band=wagon=
and=build=services=in=the=arenaI=confusion=seems=to=
be=increasingK==pchmitt=EOMMPF=definition=appears=to=
be=more=appropriate=because=of=the=inclusion=of=the=
entire= process= of= managing= customer= experienceK=
qhe= relationship= between= customer= experience=
management= and= customer= relationship=
management=is=discussed=nextK=
=

Customerd Relationshipd
Managementd lCRMmdandd Customerd
ExperiencedManagementdlCEMmd
=
Customer= bxperience= janagement= ECbjF= is=
sometimes= confused= with= Customer= oelationship=
janagement=ECojF=and=jarketing=concept=Emaula=
and =fllulaI =OMMUFK = =thile =both =are =designed =to =
increase= company= profitabilityI= there= are= distinct=
differences= between= themK= Customer= relationship=
management= is= a= holistic= experience= management=
strategy= with= internal= and= external= focused=
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activities= E_entum= and= ptoneI= OMMRFK= ft= focuses=
more =on =serving =the =customer =by =delivering =what =
they=want=Ehigh=profitsI=more=customersI=etcKFK=Cbj=
is =concerned =with =the =customer =primarily =and =
delivering=what= the=customer=desires= during=all=the=
touchJpoints= between= the= customer= and= company=
EjaclaytonI=OMMVFK=pchmitt=EOMMPI=pK=NTF=observed=
that= both= marketing= concept= and= Coj= are= “the=
devil= in=disguise”I=noting=that=the=emphasis=should=
be= in= setting= appropriate= customer= experience=
management=strategies==
=
_entum= and= ptone= EOMMRF= observed= that= unlike=
rigidI= highly= structured= traditional= marketingI= the=
new =marketing =approach =is =based =on =empirical =
observation= of= competitive= contextI= the=
understanding= and= anticipation= of= customers’=
needs= and= desiresI= the= proposal= of= flexible= =
solutions =that =place =consumers =at =the =heart =of =
marketing= processI= and= the= use= of= new= interactive=
marketing= tools= and= techniquesK= qhe= ultimate= aim=
of=Cbj=is=to=foster=conversational=relationship=with=
customerK= Customer= oelationship= janagement=

ECojF= defines= an= organization’s= total= integrated=
approach= in= understanding= a= crossJfunctional=
customer= driven= technologyI= integrated= business=
strategy= process= and= management= strategy= that=
maximizes= longJterm= mutual= relationships= EChen=
and=moporichI=OMMPX==tang=and=pwansonI=OMMUFK==
=
=
Chaffey =et =alK =EOMMVF =define =Coj =as =the =
combination= of= four= attributes= of= aatabase=
marketingI=airect=marketingI=oneJtoJone=marketing=
and= oelationship= marketingK= qhe= aim= is= to= reduce=
the= risk= and= costs= of= attending= to= individual=
customers= separately= and= focus= on= group= of=
customers= with= the= same= needsK= A= general=
agreement =on =the =definition =of =Coj =by =some =
scholars=Euu=et=alKI=OMMOX=and=srechopoulosI=OMMUF=
appears= to= show= that= Coj= defines= organizations=
management= strategy= and= integrated= approach= in=
understanding= a= crossJfunctional= customer= driven=
technologyI= integrated= business= strategy= that=
maximizes= relationshipK= qable= O= shows= the=
distinctions=between=the=Cbj=and=Coj=

 
Table O= aistinctions=between=Coj=and=Cbj=
=
CustČmer oelatiČnship janagement ECojF CustČmer bxperience janagement ECbjF 
fnsideJout=and=outsideJin=approach= lutJside=in=approach=
A= holistic= experience= management= strategy= with= internal=
and=external=focused=activities=

Concerned=with=the=customer=primarily=and==
delivering= what= the= customer= desires= during= all= the= touchJ
points=between=the=customer=and=company=

ft=focuses=more=on=serving=the=customer=by=delivering=what=
they=want=Ehigh=profitsI=more=customersI=etcKF=

Accomplishes =many =if =not =all =the =companyJcentric =goalsI =by =
using=Cbj=to=meet=the=needsI=desiresI=and=expectations=of=the=
customer=throughout=the=interaction=

bstablishingLmanaging=a=customer=management=platform= aesigning=the=broad=picture=for=customer=experience=ECbF==
fnstallingLconfiguring=hardwareI=softwareI=systems= aesigning=integrated=programs=to=support=the=Cb==
AssessingI=consolidating=C=organizing=EcustKLsalesF=data= Aligning=programs=C=campaigns=with=each=other=C=Cb==
bnabling=centralized=metrics=C=analytics=capabilities= aeveloping=customerJcentric=touch=management=strategy==
bnabling=use=of=customer=management=C=response=tools= aefining=companyJwideI=customerJcentricI=cascading=metrics=
lperationally=connecting=C=synchronizing=channels= addresses= emerging= market= needs= directlyI= while=

circumventing=current=perceptual=biases=of=Coj=
Attempting=to=align=internal=business=process=and=policies= focuses= heavily= on= conducting= detailed= custČmer=

EdemographicI= behavioralI= ethnographicI= profitabilityI= etcKF=
and= envirČnmental= EmarketI= channelsI= competitionF=
exploration=and=analysis=

qranslating=programs=C=campaigns=into=new=toolsets= Cbj= strategies= and= plans= are= used= as= the= drivers= that=shape 
product= and= service= offeringsI= refine and align customer=
interfaces= and= conform= the= operational= platform= EpeopleI=
processI= technologyF= for= experience= deliveryI management and 
measurement==J=across=channelsI=and=over=timeK=

=
=
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As=cab=be=seen=in=qable=OI= it=is=obvious=to=note=that=
both =Coj =and =Cbj =complement =each =otherK =Cbj =
as =a =new =paradigm =has =not =come =to =replace =the =
Coj=but=has=come=to=remedy=the=short=falls=of=the=
CojK= lrganizations= wishing= to= deliver= a=
comprehensive= satisfaction= and= life= time= value= to=
the= customers= may= need= to= adopt= the= outside= –in=
approach=that=proponents= of=Cbj=advocateI=rather=
than= an= overemphasis= on= the= insideJout= approach=
of =CojK =qhe =next =section =discusses =the =recent =
studies=in=CbjK=
=
Studiesd ind Customerd Experienced
Managementd
=
qhoughI= the= academic= realization= in= the= empirical=
study= of= customer= experience= management=
strategy= is= still= at= its= infantryI= recent= studies= have=
shown= that= companies= that= have= better= customer=
experience= management= capabilitiesI= along= with= a=
strong= customer= orientationI= enjoy= a= decisive=
competitive= advantage= ECaryI= OMMUX= oogers= et= alKI=
OMMUX=jarchand=et=alKI=OMMVFK==Cary’s=EOMMVF=study=
shows= that= among= companies= reporting= high=
customerJexperience=maturityI= UN=percent=reported=
outperforming= their= competitionK= = Companies= that=
reported= outperforming= competitors= also= reported=
higher= future= investment= plans= in= customer=
experience=capabilitiesK=“…qhis=study=confirms=that=
more =companies =are =embracing =the =PJf’s =of =
marketing= J= customer= insightI= interactionI= and=
improvement= as= the= key= to= growing= longJterm=
profitable= customersI”= ECaryI= OMMVI= pKNFK=
oesearchers= in= Aberdeen= group= EOMMVF= observed=
that= customer= experience= management= is= an=
emerging= disciplineI= forged= from= the= realization=
that=the=collective=interactions=between=a=customer=
and=a=supplier=influence=the=long=term=success=of=an=
organizationK= qhey= argue= that= every= customer=
experience= is= an=opportunity= to= influence= customer=
acquisitionI= customer= retentionI= loyaltyI= and=
advocacyK= qhe= Aberdeen’s= study= examines= why=
bestJinJclass= companies= Eleaders= in= customer=
satisfaction= and= retentionF= outperforms= their=
counterparts=EpaudersI=OMMVFK=qhe=study=found=that=
the= top= three= drivers= for= investing= in= Cbj= are= to=
improve= customer= retentionI= improve= customer=
satisfactionX= and= increase= crossJselling= and= upJ
sellingK===
=
qheir= research= results= show= that= _est= merforming=
Cbj= mrogrammes= have= these= features= in= place=
EAberdeen= groupI= OMMVFW= An= bxecutiveJlevel= focus=

on =Cbj =and =a =disciplined =approach =to =Cbj =
including= j_ls= Ejanagement= by= objectivesF= for=
empowered= executiveI= managersI= and= subject=
matter= expertsX= an= empowered= executiveJlevel=
sponsor= and= a=threeJyear=continuousJimprovement=
agendaX=a=crossJfunctional=team=designed=executive=
multiJyear= planX= agreedJupon= metrics= and= key=
performance= indicators= EhmfsF= to= provide=
competitive= customer= experience= qualitative= and=
quantitative= measuresX=proactive=periodic=review=of=
every =business =that =touches =the =customer =from =a =
“right= customer= Lright= timeLevery= time”=
perspectiveX= a= multiJyear= continuousJimprovement=
plan= to= realistically= access= current= and= proactively=
get=to=relationship=management=activitiesK=
=
iywood= et= alK= EOMMVF= found= a= positive= relationship=
between= certain= dimensions= of= Cbj= and=
profitability= using= the= application= of= the= bmpathy=
oating =fndex =EbofCF =in =the =rh =call =centersK =cirst =
their= study= validated= the= bofC= measurement= scale=
using =an =exploratory =factor =analysis =and =also =
confirmed=a=high=reliability=test=of=the=bofC=giving=a=
Cronbach= alpha= coefficient= of= MKVU= per= centK= =
_ennkon= EOMNMF= study= outlined= five= factors= to=
differentiate= the= superb= customer= experience=
management= from= the= ugly= CbjK= qhese= includeW=
recognition= that= customer= interactions= are=
customer= experienceX= designing= the= process= with=
the= customer= in= the= forefront= of= considerationX=
recognition= that= variability= is= the= enemy= of=
effectivenessI= instilling= the= customer= experience=
focus= into= the= cultureX= and= recognition= that= good=
Cbj=design=costs=little=and=may=in=fact=be=freeK==
=
aavey=EOMNMF=developed=six=lessons=from=buropean=
customer= experience= worldX= Cornett= EOMNMF= study=
focused= on= enriching= customer= experience=
profitabilityX= Amdocs= EOMMUF= observed= that= Cbj=
still =have =a =long =way =to =goK =qemkin =EOMMUF =
recommended= that= companies= seeking= how= to=
differentiate= themselves= through= customer=
experience= management= can= discover= innovative=
breakthroughs= by= following= three= steps= –= uncover=
the= needsX= design= a= disruptive= strategyX= and=
evaluate =the =opportunity =based =on =the =oJtJt =
ErealJwinJworth=itF=screenK=ee=went=further=to=argue=
that= as= more= firms= think= strategically= about=
customers= experienceI= their= needs= will= overlap= the=
traditional= boundaries= of= strategy= consultants= and=
design= firmsK= qemkin= EOMMUF= continued= by= arguing=
that= firms= know= that= they= deal= with= customers’=
issues= haphazardlyI= as= a= resultI= customers= suffer=
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through= needles= painful= interactionsK= ee= believes=
that= this= is= why= firms= need= a= more= disciplined=
approach= to= customer= experienceK= qable= P=

summarises= the= recent= studies= in= customer=
experience=managementK=

=
=
Table PW= ptudies=in=customer=experience=management=
=
AuthČrs ptudies 
qemkin=EOMMQF= pcenario=designW=a=disciplined=approach=to=customer=experience==
lh=et al.=EOMMTF= jeasuring=experience=economy=conceptsW=tourism=applications=
toodcock=et.al.EOMMUF= Customer=management=in=public=sector=organizations=
Amdocs=EOMMUF= Customer=bxperience=janagementW=ptill=a=iong=tay=to=do==
qemkin=EOMMUF= Customer=experience=innovation=in=three=steps=
Cary=EOMMUF= kew=study=shows=customer=experience=is=a=competitive=differentiator==
oogers=et al. (OMMUF= jultiJchannel=mayhemW=tapping=the=customer=experience=for=competitive=advantage=
jarchand=et al. OMMVF= qhe=state=customer=experience=management=in=Canade=
Aberdeen=group=EOMMVF= Customer=bxperience=janagementW=bngaging=ioyal=Customers=to=bvangelize=vour=_rand=
iywood=et alK=EOMMVF= Customer=experience=and=profitabilityW=an=application=of=the=empathy=rating=index=EbofCF=in=rh=

call=centres=
_ennkon=EOMNMF= Customer=experience=management=by=design=
=
=
lverallI= qable= P= has= indicated= the= positive=
outcomes =from =studies =on =Cbj =by =academics =and =
practitionersK= ft= is= important= to= note= that= effective=
management= of= customer= experience= could= be=
helpful= to= organizations= wishing= to= be= customer=

centricK=fn=the=next=sectionI=the=models=of=customer=
experience= management= are= exploredK= Adopting=
toodcock=etKal’s=modelI =the=study=is=guided=by=the=
following=conceptual=frameworkK=
=

=
cigure N= shows=the=operational=conceptual=framework=of=this=study=
=

=
Cbj=Z=fEmCHramHAmpHaqaHjCCF=
heys=
Cbj= Customer=experience=management=
mC= meople=and=culture=
ram= rse=of=customer=data=to=planI=drive=and=monitor=services=
Amp= Analysis=and=planning=of=services=and=contacts=
aqa= aayJtoJday=customer=management=
jCC= janaging=customer=contact=
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_ased=on=cigure=NI=this=study=hypotheses=thus=
eNW= All= dimensions= of= customer= experience=
management= have= positive= relationships= with=
delivery=customer=experience=managementK=
=
The rh aviatiČn sectČr 
Aviation= is= a= major= rh= industryI= carrying= over= OPR=
million =passengers =a =year =and =over =OKP =million =
tonnes=of=freight=EacqI=OMNMFK=qhe=aviation=sector=is=
one= of= the= significant= contributors= to= the= rh=
economy= in= its= own= rightI= given= the= rh’s=
geographical =position =as =an =island =on =the =edge =of =
burope =ElbcI =NVVVFI =and =also =due =to =its =size =
EluboAI= OMMVF= and= the= wider=economic= benefits= it=
generates= E_ataI= OMNMFK= Aviation= industry=
contributions=to=the=rh=economy=are=enormousK=As=
a= transport= industryI= many= other= sectors= in= the=
economy =depend =greatly =on =its =infrastructures =for =
growthK= eoweverI= improvement= in= the=
infrastructures= in= this= sector= has= a= propensity= to=
accelerate= growth= in= the= other= sectors= of= the=
economy=ElbcI=NVVVFK=
=
bcČnČmic cČntributiČns 
qhe=aviation=industry=contributes=£NUKQ=billionI=or=a=
NKR =per =cent =of =the =total =dross =salue =Added =EdsAF =
annually =to =the =rh =dross =aomestic =mroduct =EdamFX =
raises=£TKU=billion=perJannum=for=governmentI=with=
nearly =£O =billion =from =Air =massengers =auty =EAmaF =
alone= ECAAI= OMMQX= lxetraI= OMMV= and= _ataI= OMNMFK= =
qhe =record =in =OMMU =a =decade =in =NVVU =the =rh =
aviation= industry= directly= employed= NUMIMMM= fullJ
time=equivalent=workers=representing=a=MKU=per=cent=
of =total =rh =employment =Emeasured =on =a =
comparative=basisFI=and= is=thereafter=shows=a=total=
employment= of= fullJtime= employees= totaling=
OQMIMMM=people= representing=a= NKR= per= cent= of=the=
rh =economy =E_ataI =OMNMFK =At =present =there =are =
about= NPUIMMM= workers= in= the= rh= aviation= Etorld=
of= torkI= OMNMFK= qhe= significant= role= the= aviation=

sector=play=in=the=rh=economyI=gives=rise=to=both=a=
direct= contribution= from= the= activities= of= airportsI=
airlines =and =aircraft =service =providersI =and =an =
indirect= contribution= from= economic= activity= within=
the=supply=chain=ElxeraI=OMMVFK===
=
pupply pizeW Airlines lperating in and Čut ČÃ rh 
qhe =availability =and =cost =of =transport =services =are =
key =drivers =of =economic =performanceK =qhis =may =be =
driven= by= separateI= but= interJrelatedI= mechanismsW=
improvements= in= connectivity= between= citiesI=
regionsI= or= countriesX= reduction= in= transport= costs=
and= location= of= transport= hubs= ElxeraI= OMMVFK=
drowth= in= air= transport= enhanced= links= to=
worldwide= destinationsX= it= reflects= the= range= an=
economic= importance= of= destinationsI= frequency= of=
service= and= the= onward= connections= available=
through= each= country’s= aviation= networkK= = At=
presentI=there=are=eighty=three=airlines=operating=in=
and= out= of= the= rh= E_arukI= OMNMFK= qhese= airlines=
operate= among= the= fourteen= international= airports=
located=in=different=cities= in=the=rhK==qable=Q=shows=
the= number= of= airlines= operating= in= and= out= of= the=
rhK==
=
qable =Q =shows =a =total =number =of =UN =Airlines =
operating =in =and =out =of =the =rhK =qhese =airlines =are =
owned= and= managed= by= government= of= different=
countries=for=instanceX=the=Adrian=Airways=is=owned=
by =plovenian =government =and =has =operated =for =QV =
years= EAdria= AirwaysI= OMNMFK= Aegean= Airlines= is=
owned =by =dreece =and =has =been =in =operation =for =NU =
years=EAegean=AirwaysI=OMNMFX=Air=Astana=is=owned=
by =the =oepublic =of =hazakhstan =and =has =been =in =
operation =for =U =yearsX =Air =Canada =is =the =largest =
airline =owned =by =Canada =and =has =operated =for =U =
years= with= annual= customers= of= PO= million= per=
annum=EAir=Canada=annual=reportI=OMMVFK=
=

=
=
=
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Table QW= Airlines=operating=in=and=out=of=the=rh=
=
pLk= Airlines= pLk= Airlines= pLk= Airlines=

NK Adria=Airways== OU= hingfisher=Airways= RR= Arik=
OK Aegean=Airlines= OV= hij= RS= Asiana=Airlines=
PK Aeroflot= oussian=

international=Airline=
PM= horean=Air= RT= Austrian=Airlines=

QK Air=astana= PN= ilqJmolish=Airlines= RU= _elavia=_elarusian=Airlines=
RK Air=_erlin= PO= iufthansa= RV= _iman=
SK Air=Canada= PP= jalasia=Airlines= SM= _mi=
TK Air=China= PQ= jeridiana=cly= SN= _ritish=Airways=
UK Air=franceJhij= PR= jiddle=bast=Airlines= SO= _russels=Airlines=
VK Air=fndia= =PS= llypia=Airlines= SP= Cathay=macific==
NMK Air=jalta= =PT= lmar=Air= SQ= China=Airlines=
NNK Air=jauritius= =PU= makistan=fnternational=Air= SR= China=bastern==
NOK Air=kamibia= =PV= nAkqAp= SS= Continental=
NPK Air=kew=wealand= =QM== natar=Airways= ST= Croatia=Airlines=
NQK Air=peychelles= =QN= ooyal=Air=jaroc= SU= Czech=Airlines=
NRK Air=transat= =QO= ooyal=_runei=Airlines= SV= Cyprus=Airways=
NSK Air=wimbabwe= =QP= ooyal=gordanian=Airlines= TM= aelta=Air=lines=inc=
NTK Alitalia= =QQ= paudi=Arabian=Airlines= TN= bgytair=
NUK All=kippon=Airways== =QR= pcandinavian=Airlines== TO= bf=Al=fsrael=Airlines=
NVK American=Airways== =QS= pingerpore=Airlines= TP= bmirates=
OMK fran=Air= =QT= pouth=African=Airways= TQ= btihad=Airways=
ONK gapan=Airways= =QU= priiankan=Airlines= TR= bthiopian=Airlines=
OOK get=Airways=EfndiaF= =QV= pwiss=fnternational=Air=iine= TS= bva=Airways=
OPK henya=Airways= =RM= pyrian=Arab=Airlines= TT= fberia=Airlines=
OQK sirgin=Atlantic= =RN= qam=Airlines= TU= fcelander==
ORK cinnair= =RO= qAm=Air=mortugal= TV= rp=Airways=
OSK dulf=Air= =RP= qarom=oomanian=Air== UM= sietnam=Airlines=
OTK qunisair= =RQ= qhai=Airways= UN= qurkish=Airlines=

pourceW=_aruk=EOMNMI=pK=PF=
=
=
eoweverI= these= airlines= among= their= international=
operations= also= connect= and= operate= in= NP= major=
international=airports= in=the=rhK= qable= R=shows=the=

international= airports= in= the= rh= with= the= total=
number= of= passengers= at= the= end= of= aecemberI=
OMMVK=

=
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Table RW= fnternational=Airports=in=the=rh=
=

Airports= massengers=per=year=
EmillionF=

Aberdeen= OKQ=
_elfast=City= OKR=
_irmingham= V=
_ristol= OKR=
iiverpool= RKQ=
eeathrow= SSKV=
bdinburgh= UKP=
dlasgow= UKR=
iuton= VKT=
janchester=droup= ON=
datwick= PQKR=
ptansted= OPKS=
iondon=City= OKQ=
qotal= NVOKP=

pourceW=Colin=_uchanan=Associates=EOMMVI=pK=NPF=
=
=
As= indicated= in= qable=RI= the= total=number= of=airline=
passengers =at =the =end =of =aecemberI =OMMV =is =NVOKP =
millionK= qhis= shows= that= the= demand= for= air=
transport= has= risen= when= compared= to= the= total=
number= of= airline= passengers= in= NVVV= ElbcI= NVVVF=
despite =the =economic =crisisK = =lbc =ENVVVF =had =
estimated= the= number= of= passengers= travelling=
through=the=rh=airports=to=reach=PNM=million=by=the=
end =of =OMNRK =qhe =evidence =in =qable =R =shows =an =
indication=that=the=prediction=may=be=feasibleI=given=

the=huge=increase=in=the=number=of=passengers=that=
travelled= in= OMMV= even= at= an= economic= recessionK= =
qhe= number= of= passengers= that= travelled= through=
eeathrow= airport= accounts= for= PRB= of= the= total=
passengersX= datwick= and= ptansted= had= the= second=
and=third=largest=passengers=with=total=of=NUB=and=
NOB= passengers= respectivelyK= cigure= O= shows= the=
representation= of= the= distribution= of= passengers= in=
the=various=rh=international=airports=in=OMMVK=

=
cigure OW= fnternational=Airports=in=the=rh=
=

=
=
As =earlier =observed =by =divoni =and =_anister =EOMMUF =
the=size=and= importance=of=eeathrow=airport=to=the=
rh =means =that =its =development =cannot =be =done =in =
isolation =from =the =development =of =the =rest =of =the =
transport=networkK=As=shown=in=cigure=PI=eeathrow=

airport= plays= major= roles= in= the= connectivity= and=
transportation= of= passengers= in= the= rh= and=
accounts =for =the =number =one =airport =in =the =rh =
where=passengers=can=connect=‘to=and=fro’=any=part=
of =the =worldK =eeathrow =is =the =rh =main =gateway =to =
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the=global=economy=–=supports=billions=of=pounds=of=
_ritish =exports =and =thousands =of =rh =jobsI =and =
encourages=hundreds=of=international=businesses=to=
locate =in =the =rhK =cigure =P =show =that =datwick =has =
the= second= largest= number= of= passengersI= while=
ptansted= has= the= third= largest= passengersK=
eoweverI= the= indication= of= this= increase= when=
analyzed=by=the=projection=of=lbc=ENVVVF=shows=the=
trend =of =growth =in =terms =of =the =passengersK =_ut =
surprisingly=as=will =be=discussed=later=in=this=paperI=
this =has =not =corresponded =to =the =number =of =
employment=but=rather=is=on=the=reverseK=
=
bmplČyment 
qhe= evidence= from= the= rh= experience= is= that=
aviation=has=facilitated=the=growth=and=has=boosted=
employment=in=the=rhK=jany=more=people=are=now=
directly= employed= in= airlinesI= airports= and= in= the=
ancillary= industries= that= support= aviation= than=
beforeK= Although= there= are= a= number= of= sources= of=
data= on= airline= employment= such= as= national=
statisticsI= airline= reportsI= these= are= not=
comprehensiveI= and= there= is= some= inconsistency=
between= themK= ConsequentlyI= the= employment=
data=provided=in=a=report=may=be=different=from=the=
otherK= cor= instance= ‘qhe= Air= ieague’= EOMNMF=

observed= that= the= air= transport= industry= directly=
employs= NQNIMMM= people= in= the= rhI= increasing= to=
some=OPQIMMM=with=indirect=employmentK=fn=OMMSI=
lxford= bconomic= corecasting= ElbcFI= updated= its=
NVVV= reportI= ‘qhe= contribution= of= the= aviation=
industry=to=the=rh=economy’K=qhis=study=found=that=
the=aviation=industry=contributes=£NNKQ=billion=to=the=
rh=economyI=supporting=more=than=ROMIMMM=direct=
jobs= J= over= a= quarter= of= which= are= within= airport=
boundariesK==
=
qable= T= shows= the= number= of= the= rh= aviation=
employees= at= the= end= of= aecember= OMMVK= qhis=
shows =a =OUB =decrease =when =compared =to =the =
number =of =employees =in =the =rh =aviation =sector =in =
OMMNK= qhe= total= number= of= employees= in= OMMV= is=
also=less=than=the=total=number=of=employees=in=this=
sector= when= compared= to= the= figure= in= NVVN= by=
MKSNBK=qhe=decline=in=the=number=of=the=work=force=
in =the =rh =aviation =could =be =argued =to =have =been =
caused= by= the= economic= recession= that= engulfed=
every=sector=of=the=world=economyK=qhe=increase=in=
price= of= airplane= fuels= affected= employment= in= the=
rh= aviation= within= the= period= of= OMMT= to= OMMV=
ECAAI =OMMUFK =qable =T =shows =the =number =of =rh =
aviation= employees= at= the= end= of= OMMVK

=
Table TW= kumber=of=aviation=employees=at=end=of=aecember=OMMV=
=

wČnes jale cemale =TČtal 
korth= RRO= RTP= NNOR=
vorkshire=and=eumberside= RSM= QQN= NMMN=
bast=jidlands= SQT= SVQ= NPQN=
bast=Angelia= OOU= VR= POP=
pouth=bast= ORITQU= OOIQSN= QUIOMV=
pouth=test= NIOVN= SNP= NIVMQ=
pouth=jidlands= SNT= QQP= NIMSM=
korth=test= OIOOV= PIMRM= RIOTV=
tales= NIMRR= OMN= NIORS=
pcotland= NIPNM= VQV= OIORV=
TČtal PQIOPT OVIROM SPITRT=

pourceW=CAA=EOMMVI=pK=NF=
=
=
As =shown =in =qable =TI =korth =zone =comprises =of =all =
airports =located =in =qyne =and =tearI =ClevelandI =
CumbriaI= aurham= and= korthumberlandK= vorkshire=
and=eumberside=comprise=of=pouth=vorkshireI=test=
vorkshireI= eumberside= and= korth= vorkshireK= bast=
jidlands= include= airports= located= around=
aerbyshireI= ieicestershireI= iincolnshireI=
korthamptonshire= and= kottinghamshireK= bast=

Angelia= zone= include= CambridgeshireI= korfolk= and=
puffolkK= pouth= test= airports= are= those= located= in=
AvonI= ComwellI= aevonI= aorsetI= pomersetI=
dloucestershire= and= tiltshireK= pouth= bast= includes=
dreater= iondonI= _edfordshireI= _erkshireI= bssexI=
_uckinghamshireI= bast= pussexI= eampshireI=
eertfordshireI= fsle= of= tightI= hentI= lxfordshireI=
purrey= and= test= pussexK= test= jidland= airports=
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include= those= located= at= test= jidlandsI= eereford=
and=torcesterI=phropshire=and=ptaffordshireK=korth=
test= includes= dreater= janchesterI= jerseysideI=
Cheshire= and= iancashireK= tales’s= airports= include=
those =located =in =ClwydI =ayfedI =dwentI =dwyneddI =
jidJdlamorganI=mowysI=pouth=dlamorgan=and=west=
dlamorganK=cinallyI=pcotland=zone=includes=airports=
located= in= eighlandsI= drampianI= qaysideI= cifeI=
iothianI= _ordersI= CentralI= aumfriesI= ptrathclyde=
and =dalloway =and =fslands =ECAAI =OMMVI =pKOFI =the =
kigeria=aviation=industry=is=discussedK=
=
Airlines Čperating in and Čut ČÃ kigeria 
=
qhe= global= financial= crisis= brought= a= positive=
direction= and= influence= on= the= kigerian= aviation=
sector=in=a=wayK=Abioye=EOMMVF=observed=that=some=
of=the=global=mega=airlines=were=being=forced=to=find=
survival= opportunities= in= the= kigerian= aviation=
sphere= in= OMMVK= kigerian= airlines= haveI= no= doubtI=
had =their =share =of =the =global =economic =crisis =that =
has=seen=the=collapse=of=many=international=airlinesK=
qhree=airlines=J=_ellviewI=Afrijet=and=Capital=stopped=
operations=before=the=end=of=OMMV=due=to=the=harsh=
economic=conditionK==
=
eoweverI= aAqo= EOMNMF= reports= that= the= global=
financial= crisis= brought= a= positive= trend= on= kigeria=
aviation=as=quite=a=number=of= foreign=mega=airlines=
commenced= operations= in= kigeria= in= OMMVK= thile=
more= foreign= airlines= entered= into= kigeria= aviationI=

existing= ones= increased= their= entry= points= and=
frequenciesK= cor= instanceI= bmirates= AirlinesI= natar=
AirwaysI= Air= cranceI= henya= Airways= and= bthiopian=
Airlines=have=all=increased=their=frequencies=into=the=
country= within= OMMVI= while= new= airlinesI= like=
btihadI=Air=Arabia=and=a=host=of=others=commenced=
operations=in=OMNMK==
=
At= presents= airlines= such= as= iufthansaI= _ritish=
AirwaysI= AirJcranceI= henya= Airways= or= natar=
Airways=operate=on=what=is=called=dual=and=multiple=
designations= of= airlinesI= which= means= that= rather=
than= these= foreign= airlines= to= end= their= final=
journeys =to =kigeria =at =the =jurtala =juhammed =
fnternational= Airport= EjjfAF= in= iagosI= which= is=
regarded =as =the =hubI =they =go =as =far =as =mortJ
earcourtI=AbujaI=Calabar=and=hano=to=drop=and=pick=
passengersK==
=
iocal= aviation= experts= according= to= Abioye= EOMMVF=
have =also =predicted =a =massive =influx =of =mega =
airlines= across= the= globe= into= the= country= and= the=
continentK= According=to=these=experts=and= analysts=
EAbioyeI=OMMVFI=the=global=mega=airlinesI=pressured=
at=home=by=declining=business=volume=and=high=cost=
of= operationI= are= bound= to= look= out= to= countries=
with= low= operating= indices= for= diversification= as= a=
survival= strategyI= with= kigeria= being= number= one=
priorityK= qable= T= shows= the= number= of= airlines= that=
operate=in=and=out=of=kigeria=airportsK=

=
Table TW= Airlines=operating=in=and=out=of=kigeria=
=

Afoifkbp= lmboAqlop= Afoifkbp= lmboAqlop=
Chanchangi= iocal= bgypt=Air= coreign=
fop== iocal= bmirates=Airlines= coreign=
Arik=Air= iocal= bthiopian=Airlines= coreign=
sirgin=kigeria= iocal= iiberia=Airlines= coreign=
AeroJContractors= iocal= henya=Airways= coreign=
Afriqiyah=Airways= coreign= hij=ooyal=autch=Air= coreign=
Air=crance= coreign= iufthansa=derman=Air= coreign=
Alitalia= coreign= jiddle=bast=Airlines= coreign=
_ellview=pierra=ieone= coreign= korth=American=Airlines= coreign=
_ritish=Airways= coreign= natar=Air= coreign=
Cameroon=Airways= coreign= paudi=Arabian=Airlines= coreign=
China=pouthern=Airlines= coreign= pouth=African=Airlines= coreign=
aelta=Airlines= coreign= sirgin=Atlantic= coreign=
pudan=Airlines= coreign= sirgin=kigeria= coreign=
qurkish=Airlines= coreign= = =

pourceW=aAqo=EOMNMI=pK=NF=
=
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As =indicated =in =qable =TI =at =present =OQ =foreign =
countries= operate= flights= in=and=out=of=kigeria=with=
over=UM=frequencies= EaAqoI=OMNMFK= qhis= represents=
UMB= of= the= total= airlines= operating= in= and= out= of=
kigeriaK= pix= local= airline= representing= OMB= of= the=
total= airlines= operating= in= kigeria= are= indigenously=
ownedK= At= leastI= iufthansaI= _ritish= AirwaysI= sirgin=
Atlantic =and =Air =crance =all =operate =over =QO =
frequencies= into= the= country= weeklyI= with= direct=
flights= into= iagosI= mortJearcourt= and= AbujaK= qhis=
accounts= for= RPB= of= airline= operations= in= kigeriaK=
qhe= local= flights= operate= primarily= within= the= local=
airportsK= eoweverI= passengers= wishing= to= travel=
international =from =any =city =outside =iagos =such =as =
mort= earcourtI= hanoI= Abuja= and= Calabar= would=
prefer= entering= direct= international= flights= from=
these=cities= rather= than= entering= local= flight= first=to=
the= hub= airportI= before= joining= the= international=
flightK==
=
_ased= on= the= foregoing= discourseI= this= study=
hypotheses=thus=
=
eOW= there= is= no= significant= difference= between= the=
customer= experience= management= practices= in= the=
rh=and=kigeria=aviation=industryK=
=
Thedstudyd
=
jethČdČlČgy 
qhis= hypothesisJtesting= study= adopted= a=
correlational= investigation= to= establish= the=
differences=or=similarities=ErelationshipF=in=customer=
experience= management= practices= in= the= rh= and=
kigeria= aviations= EpekaranI= OMMPFK= A= survey=
research= strategy= in= a= noncontrived= setting=
Eaviation= industryF= was= adopted= since= it= is= focused=
on= empirically= investigating= the= extent= of= the=
practices= of= Cbj= with= representative= sample= with=
the= view= of= generalizing= the= findings= to= the= study=
population= Epaunders= et=alKI=OMMVFK= = qhe= deductive=
approach= which= explanation= calls= for= a= universal=
generalizationI= a= statement= of= conditions= under=
which= the=generalization= holds= true= an= event= to= be=
explained =E_ryman =and =_ellI =OMMPF =was =adopted =
with= the= positivist= stance= of= research= philosophyK=
qhis= stance= described= as= sociological= positivism= in=
essenceI=reflects=the=attempts=to=apply=models=and=
methods= derived= from= the= natural= sciences= to= the=
study =of =human =affairs =Ekwokah =and =AhiauzuI =
OMMUFK= pampling= method= adopted= in= this= study= is=
discussed=nextK=
=

pampling 
=
_ecause=of=the=nature=of=the=respondentsI=the=nonJ
probability= convenience= sampling= methods= was=
adoptedK= qhree= airports= in= the= rh= EeeathrowI=
datwick= and= ptanstedF= indentified= in= the= literature=
as= the= rh= international= airports= with= the= highest=
number= of= yearly= customers=Esee= qable=SFX= and= the=
three= international= airports= in= kigeria= were= chosen=
as=the=sample=frame=for=this=studyK=qhe=front=office=
staff= of= four= international= airlines= E_ritish= AirwaysI=
iufthansaI= Air= cranceI= and= Arik= AirF= indentified= in=
the=literature=as=operating=in=and=out=of=the=rh=and=
kigeria=airports=were=chosen=as=the=unit=of=analysisK=
_y= convenience= samplingI= airline= front= office= staff=
who= indicated= interest= to= participate= in= the= study=
was=included=in=the=sample=unitK=lver=allI=a=total=of=
QPP= representatives= were= considered= adequate= to=
participate= in= the= study= and= were= therefore= given=
the= research= instrumentK= eoweverI= an= impressive=
number= of= QMS=respondents’= finally= participated= in=
the= study= and= were= considered= adequate= for= the=
studyK=
=
oesearch fnstrument 
=
qhis= study= adopted= the= initial= research= instrument=
developed=by=toodcock=et=al’sKEOMMUF=and=used=to=
test= the= customer= management= in= the= rh= public=
sectorK= toodcock= at= alK= operationalized= customer=
management= into= a= six= factor= constructs= Emeople=
and= Culture= EmCFX= rse= of= Customer= aata= to= mlan=
arive= and= jonitor= pervices= EramFX= Analysis= and=
mlanning =of =pervices =and =Contacts =EAmpCFX =aayJtoJ
aay= Customer= janagement= EaqaFX= janaging=
Customer=Contact=EjCCFX=aefining=and=aelivery=the=
Customer= bxperience= EaCbFFK= A= total= of= RVJitem=
questionnaire=in=a=four=points=iikert=scale=anchored=
by= strongly= disagree= EpaAF= to= strongly= agree= EpAF=
were=initially=developed=and=used=to=measure=these=
variables= in= the= rh= public= sectorsK= crom= the= initial=
instrumentI= the= individual= items= were=measured=as=
follows =J =mC =ENOJitemsFX =ram =ENRJitemsFX =AmpC =ESJ
itemsFX= aqa= ENQJitemsFX= jCC= EPJitemsFX= aCb= EVFK=
toodcock=etKal’s=EOMMUF=instrument=was=refined=to=
look= attractive= and= applicable= to= the= study= of=
customer= experience= management= in= the= aviation=
sectorK=pix=of=the=previous=items=were=expunged=and=
two= new= items= were= introducedK= qhe= total=
questionnaire= items= were= reduced= to= RR= from= the=
previous= RVJitemsK= ftems= on= delivery= customer=
experience=were=refined=and=used=to=reflect=CbjK====
=
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milČt ptudy oesults 
=
qhe= refined= study= instrument= was= preJtested= for=
comprehensivenessI= relevance= and= completenessK=
qwo =forms =of =pilot =test =were =conductedK =qhe =first =
pilot= test= was= carried= out= with= researchers= in=
jarketing= and= qourism= disciplines= and= the= second=
with= five= frontline= airline= staff= in= the= rh= aviation=
sectorK= At= the= end= of= the= first= pilot= testI= a= further=
refinement= of= the= study= instrument= to= enhance= its=
suitability=in=the=aviation=sector=was=performedK=pix=
items= were= considered= inappropriate= and= were=
therefore= expungedK= qhereforeI= QVJitems= survived=
this= stage= of= pilot= testingK= qwo= openJended= items=
were= later= added= to= elicit= responses= from=
respondents =on =the =best =and =worst =aspects =of =
customer=service=practices=in=their=various=airlinesK====
=
qhe= survived= QVJitems= questionnaire= were=
subjected=to=further=pilot=testI=at=this=time=from=the=
key= informants= consisting=of= five=front=office=airline=
staff= in= the= rh= aviation= industryK= RJitems= were=
further= deleted= at= the= end= of= the= field= pilot= testing=
leaving=QQ=items=and=were=later=used=to=assess=the=
Cbj= practices= in= the= rh= and= kigeria= aviation=
sectorsK==
=
=
=
=
=

aata Analysis  
=
qhis= study= used= three= levels= EprimaryI= secondary=
and=tertiaryF=of=data=analysisK=At=the=primary=levelI=a=
descriptive= statistics= was= used= to= describe= the=
characteristics=of=the=respondentsK=At=the=secondary=
levelI= the= test= of= the= reliability= and= validity= of= the=
research= instrument= is= shownK= qhe= tertiary= level=
involved=the=use=of=inferential=statisticsK=qables=and=
charts= were= predominantly= used= to= describe= the=
meanI= standard= deviation= and= hurtosisK= qhe=
mearson =moment =correlation =was =used =to =test =the =
relationships= between= the= R= dimensions= of=
customer= management= and= delivery= customer=
experience= managementK= qhe= choice= of= mearson=
moment= correlation= was= chosen= after= running= a=
descriptive=statistics=to=determine=the=nature=of=the=
distribution= which= gave= a= normal= distributionK= qhe=
independent= samples= tJtest= was= used= to= evaluate=
the= differences= in= customer= experience=
management= practices= in= the= rh= and= kigeria=
aviations=E_ryman=and=_ellI=OMMPX=mallantI=OMMTFK=
=
cindings 
=
aemographics of the pample 
qhe=analysis=of=demographics=of=the=respondents=is=
useful= to= confirm= the= eligibility= and= assess= the=
extent=to=which=the=respondents=are=knowledgeable=
to=the=subject=matter=being=studiedK=qable= U=shows=
the=demographics=of=the=respondentsK=

=
=
Table UW= shows=demographic=analysis=of=respondents=EnZQMSFK=
=

pLk= cactors= crequencies=ErhF= B= crequencies=EkigeriaF= B====

N= dender=
jale= TT= OPKV= UQ= OMKT=
cemale= NPS= OSKN= NMV= OSKU=

O= Age= = =
NUJOR= NOR= PMKU= TS= NUKT=
OSJPQ= SN= NRKM= VR= OPKQ=
PRJQS= OT= SKT= OO= RKQ=

P= Airlines = = =
= _ritish=Airways= NMQ= ORKS= PP= UKN=

iufthansa= SO= NRKP= QS= NNKP=
Air=crance= OV= TKN= PS= UKV=
Arik=Air= NU= QKQ= TU= NVKO=

Q= tČrk experience in the aviatiČn= = = =

= NJNM=years= OQM= RVKN=
= NNJOM=years= NOR= PMKU=
= ONJPM=years= QN= NMKM=
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As =can =be =seen =from =qable =UI =the =demographics =
analysis =of =this =study =includes =genderI =ageI =
workplace= EairlineFI= and= work= experience= in= the=
aviationK =fn =terms =of =genderI =as =shown =in =qable =UI =
NPS= rh= female= airline= workers= representing= OSKNB=
of= total= respondents= responded= to= the= survey=
instrumentK= NMV= kigeria= female= airline= workers=
participated= in= the= survey= representing=a= OSKUB= of=
the= respondentsK= TT= rh= male= airline= staff=
representing= OSKNB= of= respondents= responded= to=
the= study= questionnaire= whileI= UQ= kigeria= male=
airline=staff=representing=OMKTB=of=the=respondents=
participated= in= the= surveyK= qhe= result= of= the=
reliability= and= validity= test= of= the= measures= is=
presented=and=discussed=nextK=

aata nuality 
=
After=the=survey=had=completed=the=reliability=of=the=
scales= was= further= examined= by= computing= their=
coefficient=alpha= ECronbach=AlphaFK= All= scales=were=
found =to =exceed =a =minimum =threshold =of =MKT =as =
recommended= by= Cronbach= ENVTMFX= kunnally=
ENVTUF =and =used =in =previous =studies =Epeeman =and =
l’earaI= OMMSX= kwokah= and= jaclaytonI= OMMSFK=
Convergent= validity= is= also= suggested= when= the=
individual=variable=scores=are=combined=into=a=single=
scale=to=give=a=Cronbach=Alpha=of=MKUVK=qhe=actual=
results= of= the= scale= reliability= analysis= of= the=
customer=experience=measure=are=reported=in=qable=
VK=

=
Table VW= shows=the=reliability=measure=of=customer=experience=management=scale=EnZQMSF=
=

pLk=
=

ftem= koK=of=
item=

Cronbach’s=Alpha==

N= meople=and=Culture= NM= KUP=

O= rse=of=customer=data=to=planI=drive=and=monitor=services= U= KUP=

P= Analysis=and=mlanning=of=pervices=and=contacts== R= KUR=

Q= aayJtoJday=customer=management= T= KUQ=

R= janaging=customer=contact= Q= KUR=

S= aelivering=the=customer=experience=== U= KUU=

=
=
qable= V= summarizes= the= reliability= result= of= the=
dimensions= of=customer=experienceK=ft= is= important=
to =note =that =all =items =are =reliable =and =is =used =to =
study= the= Cbj= in= the= rh= and= kigeria= aviation=
industryK= ft= confirms= that= the= customer=
management=scales=developed=by=toodcock=et=al’s=
EOMMUF =and =used =in =the =rh =public =sector =can =be =
applied=in=the=rh=and=kigeria=aviation=sectorsK=
=
=
=

cindings with aescriptive ptatistics=
=
qhe=descriptive=analyses=of=customer=experience=are=
expressed=in=five=dimensions=that=characterized=the=
construct= being= measuredK= qhe= descriptive= studies=
of=the=various=dimensions=are=discussed=nextK=
=
meople and Culture  
qable=NM=shows=the=mean=and=standard=deviation=of=
people= and= culture= as= a= dimension= of= customer=
experienceK

=
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Table NMW== people=and=culture=as=a=dimension=of=customer=experience=EnZQMSF=
=

pLk= ftems= jean= pKa=
N= te=are=likely=to=invest=more=in=improving=the=customer=management=in=our=

organization=
PKQO= NKON=

O= lur=managers=believe=that=becoming=more=
customer=focused=has=reaped=rewards=for=customers=and=for=our=organization=

QKMN= MKTQ=

P= lur=organization=understands=the=implications=of=treating=someone=as=a=
customer=Eeg=their=rightsI=perceptions=and=behaviorsF=

PKOR= NKNP=

Q= it=is=appropriate=to=look=at=the=leading=organization=in=our=sector=for=guidance=in=
some=areas=of=customer=experience=management=

OKVM= MKVP=

R= te=have=a=business=case=to=justify=the=amount=we=are=spending=on=customer=
experience=management=

PKUS= NKMN=

S= lur=managers=give=clear=and=visible=leadership=
fn=customer=experience=managementI=encouraging=excellent=levels=of=serviceK=

QKOT= MKUP=

T= te=have=objectives=and=targets=around=our=customer=objectives=Eeg=around=
satisfaction=or=customer=segment=outcomesF=

PKOS= NKOO=

U= te=have=a=clear=strategy=for=the=development=of=insight=into=our=customers= PKNV= NKOQ=

V= te=have=a=member=of=staff=in=charge=of=customers’=complaints= PKOR= NKOQ=
NM= te=have=a=common=language=EterminologyF=about=‘Customers’=across=the=

organizationK=
OKTS= MKVV=

Gqhe=scaleX=ENF=strongly=disagreeI=ERF=strongly=agreeK=
=
=
qable= NM= indicates= that= the= highest= item= that=
accounts= for=people=and=culture= as= a=dimension= for=
customer= experience= is= the= extent= to= which=
managers =give =clear =and =visible =leadership =in =
customer= experience= managementI= encouraging=
excellent= levels= of= serviceK= qhis= is= consistent= with=
toodcock= etKalK’s= EOMMUIpKNUF= finding= in= the=
customer =management =in =the =rh =public =sectorK =
eoweverI =the =other =items =also =account =for =people =
and= culture= being= dimensions= of= customer=
experience= management= as= all= factors= show=
reasonable= mean= score= with= good= standard=
deviationK==
=
rse ČÃ CustČmer data tČ mlanI arive and jČnitČr 
pervices  
=
qable=NN=shows=the=mean=and=standard=deviation=of=
use =of =customer =data =to =planI =drive =and =monitor =

services= and= contacts= as= a= dimension= of= customer=
experienceK= qable= NN= shows= that= all= the= items=
account=for=use=of=customer=data=to=planI=drive=and=
monitor= services= as= a= dimension= of= customer=
experienceK= eoweverI= capturing= customers’=
preferred= method= of= contact= onto= our= database=
accounts =for =the =highest =item =of =measuring =use =of =
customer= data= to= planI= drive= and= monitor= services=
as=a=dimension=of=customer=experience=with=a=mean=
score= of= PKVQK= qhis= not= consistent= with= finding= of=
toodcock= etKalK’s= EOMMUIpKNSF= who= found= that=
investing=in=improving=customer=management=is=the=
most =driving =force =in =measuring =use =of =customer =
data =to =planI =drive =and =monitor =services =as =a =
dimension= of= customer= experienceK= fn= generalI= use=
of=customer=data=to=planI=drive=and=monitor=services=
as=a=dimension=of=Cb=has=a=mean=score=of=OSKRO=and=
a= standard= deviation= of= QKUR= with= a= normal=
distributionK=

=
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Table NNW= use =of =customer =data =to =planI =drive =and =monitor =services =as =a =dimension =of =customer =
experience=EnZQMSF=
=

pLk= ftems= jean= pKa=

N= te=analyse=communication=campaigns=to=understand=their=impact=against=
campaign=objectives=Eeg=responseI=service=takeJupI=interestF=

OKQV= NKOT=

O= te=analyse=customer=data=to=understand=the=performance=of=service=delivering= PKOV= NKPP=

P= te=identify=trends=in=attitudes=and=behaviours=of=different=customer=segments=and=
act=on=them=

PKPO= NKMS=

Q= te=set=and=measure=target=outcomes=for=key=customer=segments=or=groups= PKSN= NKOO=

R= te=capture=customers=’=preferred=method=of=contact=onto=our=database=Eeg=fieldI=
agenciesI=telephoneI=mailI=eJmailI=pjpI=webLchatF=

PKVQ= NKNN=

S= te=routinely=collect=and=store=customer=data=across=the=local=agencies=Eeg=iAI=mCqI=
police=—=data=types=may=be=behaviouralI=satisfactionI=transactionalI=complaintsI=
etcF=

PKRS= NKNV=

T= te=have=one=main=customer=database=across=the=organisation= PKRS= NKMU=

U= te=have=a=consistent=definition=of=customer=types=throughout=the=organisation=Eeg=
‘=types=’=codeEsF=defining=their=likely=needsI=service=requirements=or=engagementF=

OKTS= NKON=

Gqhe=scaleX=ENF=strongly=disagreeI=ERF=strongly=agreeK=
=
=
Analysis and mlanning ČÃ pervices and cČntactsK 
=
qable =NO =shows =the =mean =score =and =standard =
deviation =of =analysis =and =planning =of =services =as =a =
dimension=of=CbK=

=
=

 
Table NOW== Analysis=and=planning=of=services=and=contacts=as=a=dimension=of=Cb=EnZQMSF=
=

pLk= ftems= jean= ptdK=aevK=

N= te=research=the=future= needs= of=customers= so= that=we=can=evolve=our= services=
over=time=

PKNU= NKMR=

O= te=benchmark=our=organisation’s=performance=Eeg=service=takeJupI=satisfactionF=
against=competitors=using=comparisons=of=customer=type=

PKQU= NKOM=

P= te=monitor=customer=feedback=regularly=about=the=desired=experience=E=at=least=
quarterlyF=

PKVP= NKNM=

Q= te=involve=customers=extensively=in=the=design=of=our=services= PKPU= NKNS=
R= te=measure=customer=engagement=rather=than=just=satisfaction= PKRM= NKMP=

Gqhe=scaleX=ENF=strongly=disagreeI=ERF=strongly=agreeK=
=
=
qable= NO= shows= the= evidence= that= analysis= and=
planning=of=services=is=a=dimension=of=CbK=eoweverI=
regularly= monitoring= Eat= least= quarterlyF= of=
customer= feed= backs= about= the= desired= experience=

appears =to =be =the =most =important =measure =of =
analyzing= and= planning= of= services= as= a= dimension=
of= CbK= qhis= is= again= not= consistent= with= toodcock=
etKal’s=EOMMUI=pKONF=who=found=that=researching=the=
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future =needs =of =customers =so =that =the =rh =public =
sector= can= evolve= their= services= over= time= is= the=
most=important=measure=of=analyzing=and=planning=
of =services =as =a =dimension =of =customer =
managementK=
=
aayJtČJday custČmer management 
=
qable=NP=shows=descriptive=analysis=of=day=–toJday=
customer =management =as =a =dimension =of =CbjK =ft =

indicates=that=capturing=customers=complains=as=an=
opportunity= for= service= improvement= contributes=
more =in =aqa =as =a =dimension =of =CbK =qhis =is =
consistent= with= toodcock= etKal’s= EOMMUI= pK= ONF=
finding=among=the=survived=itemsK=
=
=
=

=
Table NPW== aayJtoJday=customer=management=as=a=dimension=of=Cbj=EnZQMSF=
=
pLk= ftems= jean= ptdKaevK=
N= lur=managers=see=capturing=complaints=as=an=opportunity=for=service=improvement= QKPP= MKQT=
O= te=have=a=‘=noJblame=’=culture=for=complaints= PKUM= MKVO=
P= te=have=a=customer=care=centre=to=improve=

communications=and=service=
PKPM= NKQO=

Q= te=collect=and=pool=complaint=data=wherever=it=‘=enters=’=the=organisation=so=we=can=identify=
trends=

PKTU= NKOM=

R= te=communicate=with=individuals=via=their=preferred=channel= QKON= MKTS=
S= lur=system=provides=prompts=to=ensure=that=timely=followJup=happensLfeedback=is=received= QKMO= MKVU=
T= te=capture=and=store=key=enquiry=qualification=data=to=enable=excellent=enquiry=management= PKQU= NKON=
Gqhe=scaleX=ENF=strongly=disagreeI=ERF=strongly=agreeK=
=
=
As=can=be=seen=from=qable=NPI=there=are=TJitems=to=
measure =dayJtoJday =EaqaF =as =a =dimension =of =Cb =
with=acceptable=mean=and=standard=deviationK=
=
janaging custČmer cČntact 

qable=RKU=shows=the=descriptive=analysis=of=jCC=as=
a=dimension=of=CbK=denerallyI=the=mean=distribution=
of=jCC=ENQKNOF=and=standard=deviation=of=OKMO=with=
a= normal= distributionF= show= that= jCC= is= a=
dimension=of=CbK=

=
Table NQW== janagement=of=customer=contact=as=a=dimension=of=Cb=EnZQMSF=
=
pLk= ftems= jean= ptdKaevK=
N= lur= customer= contact= management=system=provides= complete=and=comprehensive=tracking=

of=information=relating=to=any=contact==
QKMQ= MKTO=

O= lur=customer=contact=allows=us=to=be=more=effective=in=managing=relationships=by=helping=us=
manage=interactions=with=prospectsI=customersI=clients=and=business=partnersK==

PKPM= NKNO=

P= jore=than=TRB=of=our=customers=say=it=is=easy=to=contact=the=organisation=Ecustomers=do=not=
need=to=know=how=the=organisation=is=structuredF=

OKVO= MKVS=

Q= lur=enquiry=handler=can=link=any=enquiry=back=to=the=customer’s=contact=history= PKUT= NKMO=
Gqhe=scaleX=ENF=strongly=disagreesI=ERF=strongly=agreeK=
=
=
As=can=be=seen=from=qable=RKUI=there=are=QJitems=to=
measure =jCC =as =a =dimension =of =CbK =eoweverI =
providing= complete= and= comprehensive= tracking= of=
information= relating= to= any= contact= appears= to= be=
the =most =important =measure =of =the =jCC =as =a =
dimension =of =Cb =with =a =mean =of =QKMQ =and =a =
standard=deviation=of=MKTOK=qhis=item=was=not=in=the=

original=instrument=of=toodcock=etKal’s=EOMMUF=and=
can=not=be=used=as=a=basis=of=comparisonK=
aelivering the custČmer experience EaaCF 
=
qable= NR= shows= the= descriptive= result= of= delivering=
total=customer=experience=managementK==
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As =can =be =seen =in =qable =NRI =there =are =UJitems =to =
measure=“delivering=the=customer=experience”K=qhe=
evidence =in =qable =NR =suggests =that =the =Cb =
organization= want= to= deliver= has= clearly= defined=
aims =for =all =deliveringI =and =this =accounts =for =the =
highest=measure=of=aCb=K=qhe=descriptive=statistical=

analysis =of =aCb =also =shows =a =normal =curve =of =the =
distributionK== qhe=next=section=shows= the=results= of=
the= hypotheses= testing= using= the= mearson= moment=
correlation=coefficientK=
=

 
Table NRW= aelivering=the=total=customer=experience=management=EnZQMSF=
=
pLk= ftems= jean= pKa=

N= te=understand=our=role=in=delivering=excellent=customer=experience= PKPM= NKNV=

O= lur=manager=work=with=us=so=that=we=understand=how=we=have=to=‘behave’=to=deliver=the=
desired=customer=experience=

PKOQ= NKOO=

P= te=have=a=mandatory=customer=service=training=
programme=to=support=the=delivering=of=the=customer=experience=

PKPM= NKOQ=

Q= te=measure=the=customer=experience=of=all=types=of=our=customers= OKTT= NKMM=

R= te=have=identified=the=organisational=barriers=to=
achieving=excellent=customer=experience=

OKRR= NKOP=

S= te=have=defined=what=we=want=customers=to=thinkI=feel=and=say=about=us=so=that=we=can=deliver=
against=this=and=monitor=progress=

PKPT= NKPO=

T= te=have=mapped=the=journeys=a=customer=takes=through=each=of=these=moments=of=truth= PKTN= NKMS=

Gqhe=scaleX=ENF=strongly=disagreesI=ERF=strongly=agreeK=
=
=
Test ČÃ oesearch eypČtheses 
=
qhis= section= is= aimed= at= testing= the= research=
hypotheses= stated= earlierK= qhis= study= hypothesized=
that=people=and=culture=has=positive=relationship=on=
delivering=customer=experience=managementK=qable=
NS=shows=the=statistical=evidence=of=the=relationship=
between=these=variablesK=
=
As= can= be= seen= in= qable= NSI= the= dimensions= of=
customer= experience= management= have= positive=
relationships= with= delivery= total= customer=
experienceK= eoweverI= the= degree= of= these=
relationships =differs =as =can =be =seen =in =qable =NSK =
meople =and =CultureX =and =use =of =customer =data =to =

planI =drive =and =monitor =services =have =strong =
relationships= with= delivery= customer= experienceI=
with= MKUNRGG= and= MKTONGG= mearson= joment=
correlation= coefficient= respectivelyK= janaging=
customer= data= has= a= moderate= relationship= with=
delivery= customer= experience= with= a= MKPRQGG=
mearson=joment=correlationK=Analysis=and=planning=
of= services= and= contactsX= and= aayJtoJday=customer=
management=have=weak=relationships=with=delivery=
customer= experience= with= MKOOPGG= and= MKOUUGG=
mearson=moment=correlation=respectivelyK=eoweverI=
the= evidence= in= qable= NS= support= research=
hypothesis= eN= stated= earlierK= qhe= next= section=
evaluates=the=customer=experience=management=in=
the=rh=and=kigeria=aviationsK=

=
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Table NSW== shows=the=mearson=moment=correlation=of=the=relationship=between=people=and=cultureX=and=
delivering=of=total=customer=experience=management=EnZQMSFK=

=

sariables= =
meople=

and=
Culture=

rse=of=
customer=

data=to=
planI=drive=

and=
monitor=
services=

Analysis=
and=

mlanning=
of=

services=
and=

contacts=

aayJtoJday=
customer=

management=

janaging=
customer=

management=

aelivery=the=
customer=

experience=

meople=and=
Culture=

mearson=
Correlation=

N= SVVGG= MKOOSGG= MKOSPGG= MKPTTGG= MKUNRGG=

pigK=EOJ
tailedF=

= MKMMM= MKMMN= MKMMM= MKMMM= MKMMM=

rse=of=
customer=data=
to=planI=drive=
and=monitor=
services=

mearson=
Correlation=

MKSVVGG= N= MKQVVGG= MKOMNGG= MKOURGG= MKTONGG=

pigK=EOJ
tailedF= MKMMM= = MKMMM= MKMMO= MKMMM= MKMMM=

Analysis=and=
mlanning=of=
services=and=
contacts=

mearson=
Correlation=

MKOOSGG= MKQQVGG= N= MKNURGG= MKMUN= MKOOPGG=

pigK=EOJ
tailedF=

MKMMN= MKMMM= = MKMMR= MKOOM= MKMMN=

aayJtoJday=
customer=
management=

mearson=
Correlation=

MKOSPGG= MKOMNGG= MKNURGG= N= MKMSV= MKOUUGG=

pigK=EOJ
tailedF=

MKMMM= MKMMO= MKMMR= = MKMOV= MKMMM=

janaging=
customer=
management=

mearson=
Correlation=

MKPTTGG= MKOURGG= MKMUN= MKMSV= N= MKPRQGG=

pigK=EOJ
tailedF=

MKMMM= MKMMM= MKOOM= MKOVQ= = MKMMM=

aelivery=the=
customer=
experience=

mearson=
Correlation=

MKUNRGG= MKTONGG= MKOOPGG= MKOUUGG= MKPRQGG= N=

pigK=EOJ
tailedF=

MKMMM= MKMMM= MKMMN= MKMMM= MKMMM= =

GGK=Correlation=is=significant=at=the=MKMN=level=EOJtailedFK=
=
=
bvaluatiČn ČÃ custČmer experience management 
practices in the rh and kigeria AviatiČn fndustry=
=
qhis= study= was= set= to= evaluate= the= customer=
experience= management= practices= in= the= rh= and=
kigeria= Aviation= fndustryK= qhe= results= in= qable= NT=
show= the= statistical= evidence= of= this= comparative=
study= using= independent= sample= tJtestK= As=
indicated =in =qable =NTI =all =the =jeans =of =the =
dimensions= of= delivering= total= Cbj= are= different=
between= both= aviations= with= very= high= significant=
level=and=equal=variances=not=assumedK=ppecificallyI=
the =means =of =the =dimensions =of =Cbj =are =mC– =

kigeria=EOKVNFI=rh=EOKURF=with=MKMM=significant=level=
at =MKVR =level =of =confidenceX =ram =are =different =– =
kigeria=EOKUNFI=rh=EPKTRF=with=MKMM=significant=level=
at=MKVR=level=of=confidenceX=Amp=–=kigeria=EPKPSFI=rh=
EPKSNF= with= MKMM= significant= level= at= MKVR= level= of=
confidenceX= aqa= –= kigeria= EPKTTFI= rh= EPKVNF= with=
MKMO= significant= level= at= MKVR= level= of= confidenceX=
jCC= –= kigeria= EPKPOFI= rh= EPKTNF= with= MKMM=
significant= level= at= MKVR= level= of= confidenceK= fn=
general= the= means= for= aCb= are= different= –= kigeria=
EOKNOFI=rh=EPKPQF=with=MKMM=significant=level=at=MKVR=
level=of=confidenceK=

=
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Table NTW== Customer= experience= management= practice= in= the= rh= and= kigeria= aviationsW= fndependent=
sample=tJtest=EnZQMSF=

=
ftems=

Aviation= drand=jean= tJvalue=
significant=

meople=and=Culture=EmCF= kigeria= OKVN= JOPKVS= MKMMG=
rh= PKUR=

rse =of =customer =data =to =planI =drive =and =monitor =
services==EramF=

kigeria= OKUN= JNVKMU= MKMMG=
rh= PKTR=

Analysis=and=mlanning=of=pervices=and=contacts=EAmpF== kigeria= PKPS= JPKVQ= MKMMG=
rh= PKSN=

aayJtoJday=customer=management=EaqaF= kigeria= PKTT= JPKNO= MKMOG=
rh= PKVN=

janaging=customer=contact=EjCCF= kigeria= PKPO= JSKOM= MKMMG=
rh= PKTN=

aelivering=the=customer=experience=EaCbF= kigeria= OKNO= JORKNP= MKMMG=
rh= PKPQ=

Gsignificant=at=pYMKMR=
=
=
qhe= evidence= from= qable= NT= suggests= that= the=
extent= of= delivering= Cbj= practices= in= the= rh= differ=
completely= from= their= kigeria= counterpartsK=
eoweverI =qable =NT =also =suggests =that =there =is =a =
little= similarity= in= their= day= to= day= practices= of=
customer= experience= managementK= qhe= statistical=
evidences= in= qable= NT= support= the= research=
hypothesis=EeNF=that=“qhere=is=significant=difference=
between= delivering= total= customer= experience=
management= in= the= rh= and= kigeria= Aviation=
fndustry”K =ft =is =possible =by =this =evidence =to =argue =
that= delivering= total= customer= experience=
management= is= better= practiced= in= the= rh= than= in=
kigeria= Aviation= fndustryK= qhis= may= have= also=
accounted= for= the= moderate= and= weak= relationship=
between= the= three= dimensions= of= delivering= total=
customer= experience= management= the= rh= and=
kigeria= aviations= found= earlier= in= this= paperK= qhe=
next=section=discusses=the=best=and=worst=practices=
of=the=customer=services=in=both=aviation=sectorsK=
=
pummary ČÃ main cČnclusiČn 
After=the=review=of=relevant=literature= in=this=studyI=
it =was=concluded=that=thoughI=there=have=been=few=
academic= studies= and= on= customer= experience=
managementI =but =known =has =focused =on =its =
application= in= the= aviation= industry= and= none= has=
investigated= its’= concept= in= a= cross= cultural=
applicationK=qhe=review=of=literature=concluded=that=
the= concept= of= customer= experience= management=
was= started= by= _ernd= e= pchmitt= EOMMPFI= and=
observed= that= though= there= have= been= avalanches=

of=definitions=of=the=conceptX=none=has=included=the=
managerial= aspects= in= the= definition= of= customer=
experience= managementK= qhis= study= therefore=
proposed= a= definition= of= customer= experience=
managementK= qhis= study= concludes= that= the= rh=
aviation=industry=is=more=organized=than=the=kigeria=
aviation= industryI= more= soX= detail= literature= on= the=
employmentI= number= of= passengers= and=
contributions=of=the=aviation=sector=in=the=economic=
development=of=rh=can=be=seen=in=abundance=from=
both= academics= and= practitionersX= whereasI= very=
scanty= and= somehow= irrelevant= literature= can= be=
seen=in=the=kigeria=aviation=industryK===
_ased= on= the= results= of= the= findingsI= this= study=
concludes= that= toodcock= etKal’s= EOMMUF= refined=
model= is= applicable= in= the= rh= and= kigeria= aviation=
industryK=AgainI=the=study=concludes=that=customer=
experience= management= is= being= practiced= in= both=
rh=and=kigeria=aviation=industryK=eoweverI=delivery=
total=customer=experience=management=practices=is=
substantially=and=significantly=higher=in=the=rh=than=
in= kigerian= aviation= industryK= qhe= study= also=
concludes= that= there= are= positive= relationships=
between= the= dimensions= of= customer= experience=
and= delivery= of= customer= experience= management=
in= the= rh= and= kigeria= aviation= industryI= but= more=
efforts=need=to=be=made=to=improve=on=delivery=total=
customer=experience=management=practices=in=both=
aviations= and= kigeria= in= particularlyK= qhe= study=
identifies= high= level= of= unacceptable= and=
unprofessional=practices=among=staff=of=the=kigeria=
aviation= industryI= which= may= have= accounted= for=
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the= weak= practices= in= delivery= total= customer=
experience=in=the=sectorK=
=
CČntributiČns ČÃ the study 
=
qhis= study= has= contributed= in= the= growing= number=
of= literature= in= customer= experience= managementK=
qhe=study=has=shown=that=it= is=possible=to=replicate=
a= study= in= the= rh= public= sector= in= the= aviation=
sectorI= which= therefore= implies= that= it= can= also= be=
replicated=in=any=other=sectorK=ppecificallyI=based=on=
the=findings=from=this=studyI=the=authors=propose=a=
model= of= delivery= total= customer= experience=
management =as =shown =in =cigure =TK =qhis =model =
proposes= that= delivery= total= customer= experience=

management =is =influenced =by =five =dimensions =of =
customer= experience= with= varying= degrees= of=
relationshipK==
=
meople =and =culture =has =a =very =higher =influence =and =
is=in=fact=the=highest=influencer=of=the=dimensions=of=
customer= experience= on= delivery= total= customer=
experience=managementK==qhe=use=of=customer=data=
to =planI =drive =and =monitor =service =has =a =strong =
influence=on=delivery=total=customer=experience=and=
is= the= second= influencer= of= the= dimensionsK=
AlthoughI= managing= customer= contact= influences=
the= delivery= of= total= customer= experience=
managementI=but=the=influence=is=weakK=
=

=
cigure TW= shows=delivery=total=customer=experience=management=model=
=

=
heys=
=

sery=strong=relationship=
ptrong=relationship=
joderate=relationship= =
teak=relationship==

mC= meople=and=culture=
ram= rse=of=customer=data=to=planI=drive=and=monitor=service=
jCC= janaging=customer=contact=
aqa= aayJtoJaay=customer=management=
Amp= Analysis=and=planning=of=services=and=contacts=
Cbj= Customer=experience=management=
=
As =can =be =seen =in =cigure =TI =dayJtoJday =customer =
managementX=and=analysis=and=planning=of=services=
and=contacts=also=influence=delivery=total=customer=
experience= managementI= but= through= some=
mediating= or= intervening= variables= identified=
through= the= analysis= of= responses= from= qualitative=

instrumentK= qhis= assumption= is= consistent= with=
serhoef =et =al’s =EOMMVF =model =showing =some =
shopping= trip= as= determinants= factors= that=
moderate=customer=experience=management=in=the=
rh= retail= shopsK= janagerial= implications= of= the=
study=is=discussed=next=
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janagerial implicatiČns and Ãurther study 
=
cor= managersI= this= study= will= help= to= build= their=
knowledge =on =how =best =to =manage =customer =
experienceI= with= the= understanding= that= there= are=
different= types= of= customers= with= different=
antecedentsK= qhe= study= will= help= managers= refine=
their= customer= experience= management= practicesI=
by= distinguishing= the= customer= experience=
management= practices= from= customer= relationship=
managementK= janagers= will= need= to= understand=
the= factors= which= bring= positive= experiences= to= the=
customers =and =improve =on =them =and =avoid =the =
factors= that= bring= negative= experiences= to= the=
customersK===
=

lne= area= this= study= recommends= researchers= to=
investigate= further= is= the= extent= to= which= the=
intervening= variables= identified= in= the= proposed=
model=mediate=on=the=relationship=between=the=two=
dimensions= of= customer= experience= and= delivery=
total=customer=experience=managementK==qhis=study=
also =recommends =further =study =in =this =topical =area =
to= be= carried= out= separately= in= both= aviations= to=
confirm=the=relationship=found=in=this=study=so=as=to=
determine= whether= the= weak= and= moderate=
relationships= in= some= of= the= dimensions= of=
customer= experience=was= caused= as= a= result=of= the=
comparative =studyK =qhis =study =can =also =be =
replicated= in=other= industries= in=the= developed= and=
developing=nationsK=
=

=
 =
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Abstractdd
=
qhe=article=shows=that=the=factor=of=increase=in=the=number=of=firms=in=the=economy=is=no=longer=valid=after=a=
certain=level=of=development=and=welfare=provides=increased=efficiency=of=firms=in=developing=an=objective=of=
fundamental=lawsK=
=
KeydWordsd
=
cirmI=enterpriseI=efficiencyI=economyI=welfareI=societyI=influenceI=classI=development=
=
=
Introductiond
=
fn= the= beginning= of= the= uuf= century= economics=
did= not= determine= the= way= of= estimation= of=
comparable=weight=of=the=factors=of=quantity=and=
quality= of= the= firms= in= the= countryI= which= form=
national= income= xNIOIPIzK= At= the= same= time= the=
majority= of= the= economistsI= follow= the= opinion=
that= the= main= factor= of= growth= of= welfare= is= the=
number=of=firmsI=operating=in=the=economyK==
=
According=to=AKtarnerI=growth=of=the=number=of=
organizations=in=China=outrun=the=average=rate=of=
value= added= per= company= and= ensured=
development= of= its= economyK= fn= the= meantime=
the=rppoI=the=amount=of=population=of=which=had=
not= changed= for= decadesI= reached= gradual=
slowdown =in =the =growth =of =the =average =added =
value =of =a =company =and =in =economic =
developmentK==
=

AK= tarner= also= refers= to= the= points= that= the=
majority= of= theories= suggest= that= sooner= or= later=
economic= organization= reaches= its= ‘optimal= size’=
and= stops= growingK= ConsequentlyI= growth= of=
economy =and =welfare =should =be =reached =by =
increase=of=the=total=as=well=as=the=unit=number=of=
organizations=per=personK=qhis=point=is=backed=up=
by= theoryK= cor= instanceI= when= examining= the=
extreme =case =of =the =model =of =AK =CurnoN= I= AK=
qsiplakov= proves= that= with= the= number= of= firms=
going= to= infinityI= consolidated= profit= of= a= firm=
vanishes= while= ‘the= indicator= of= welfare’= –= tends=
to=unityI=iKeK=gets=maximizedK==
=
qhis=point=also=dominates= in=practiceK=qhe=policy=
of= the=oussian=dovernment=has= been= focused=on=
increase=of=the=number=of=firmsI=especially=small =
and =medium =businesses =for =a =long =timeK =

                                                
N=whelobodko=bKI=qsiplakov=AKI=_usigin=sK=jicroeconomicsK==

kovosibirskW=СО=oApI=OMMR=JTMQpI=ppK=RNTJRNUK=
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joreoverI= to= a= first= approximation= this=
proposition=is=confirmed=by=the=graph=illustrating=

changes= in= dam= and= the= number= of= firms= in= the=
rpA=for=the=period=of=NUTMJOMMQ=Epicture=NFKK==
=

micture NW= dam= and= number= of= firms= in= the= rpA= from= NUTM= to= OMMQ= EpourceW= _icentennial= bditionW=
eistorical=ptatistics=of=the=rnited=ptatesI=Colonial=qimes=to=NVTMF=

=

=
=
At= a= glance= it= is= obvious= that= the= two= indicators=
correlate= and= the= statistical= analysis= validates=
this=“relationship”K=Correlation=between=dam=and=
number =of =firms =is =MIVMUI =which =is =one =of =the =
signs=of=quite=a=strong=connectionK=Coefficients=of=
the= regression= model= here= are= significant= at= the=
VRB =level =of =trust =and =coefficient =of =
determination= is= UOIQ=BI= that= indicates= the= high=
level =of =dependence =of =the =dam =growth =on =the =
number =of =firmsK =fKeK =according =to =the =results =of =
the=statistical=analysis=it=can=be=summarized=that=
the=number=of=firms=in=the=economy=of=a=country=
directly=impacts=the=amount=of=damK==
=
eowever= the= more= detailed= comparison= of= the=
graph= illustrated= in= the= picture= N= leads= to=

considerable= doubts= in= the= correctness= of= this=
propositionK =fndeedI =from =NVOV =Eyear =of =the =
beginning=of=the=great=depression=in=the=rpAF=to=
NVQRI =iKeK =over =NS =years =the =number =of =firms =has =
not =increased =in =practice =and =dam =has =also =
doubledK =pimilarlyI =from =NVQT =to =NVTMI =iKeK =over =
OP =years =the =number =of =firms =dropped =and =dam =
had =more =than =twofold =increaseK =qhese =facts =
doubt =direct =correlation =of =the =amount =of =dam =
and=number=of=firms=in=the=countryK==
=
qhe =situation =gets =cleared =up =by =correlation =of =
dynamics=of=dam=per=person=and=number=of=firms=
per=NMMM=people=for=the=same=period=Epicture=OFK=
=

=
micture OW= aynamics=of=dam=per=person=and=number=of=firms=per=NMMM=people=in=the=rpA=from=NUTM=to=

OMMQ=
=
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=
As= depicted= in= the= picture= OI= the= situation= has=
completely=changes=–=the=directions=of=the=trend=
lines =differ =significantlyK =qhe =amount =of =dam =per =
person=as=well =as=the=annual=dam=of=the=country=
in =the =period =chart =go =up =over =time =axis =and =
increase=in=the=number=of=firms=per=NMMM=people=
is= hardly= trackedI= though= almost= twofold=
periodical= fluctuations= of= their= number= occur=
Ewithin=the=interval=from=NN=to=OMFK==
=
qhe= illustrated= result= is= backed= up= by= statistical=
estimationI= iKeK= coefficient= of= correlation= is= less=
than=MKQI=and=coefficient=of=determination=is=only=
NPKNBK==
=
qhey= point= to= lack= of= significant= correlation=
between =the =amount =of =dam =per =person =and =
number =of =firmsK =rnderstandablyI =the =illusion =of =
correlation=between=the=two=factorsI=occurring=in=
the=first=caseI= is=engendered= under=the= influence=
of= the= third= hidden= factorI= mentioned= in= initial=
dataI=that=is=growth=of=the=amount=of=population=
of=a=countryK==
=
joreoverI= it= is= easy= to= demonstrate= that= the=
aforementioned= theoretical= assumption= by= AK=
qsiplakov=about=maximization=of=the=‘indicator=of=
welfare’= with= the= number= of= firms= tending= to=
infinity=does=not=reflect=realtyK==
=

fn =factI =conclusions =made =by =qsiplakovI=
correspond= to= the= situation= and= the= modern=
market =modelK =eowever =it =follows =from =this =
model =that =when =the =number =of =firms =tends =to =
infinity=consolidated=income=of=a=firm=vanishesK==
qo=put=it=another=wayI=maximum=efficiency=of=the=
economic= systemI= researched= by= qsiplakovI= will=
reach =in =case =the =main =driver =of =growth =and =the =
origin= of= firms= disappearK= ft= only= shows= that=the=
analyzed =system =was =excessively =far =from =the =
realityK= eenceI= the= preposition= about= the=
necessity=to=maximize=the=number=of=firmsI=which=
is= quite= fair= given= the= accepted= assumptionsI=
cannot= be= considered= as= correct= one= for= the= real=
economic=systemK==
=
At=the= present= time= it= is= strictly= established= that=
in= the= market= economies= the= main= part= of= the=
dam =Ein =the =rpA =it =is =about =UMBF =is =created =by =
private =sector =Epicture =PFI =iKeK =by =firms =xRzK =
eoweverI= as= mentioned= aboveI= the= number= of=
firms= per= NMMM= people= has= remained= unaffected=
for=the=last=NPM=yearsK=And=if=we=create=the=trend=
line =for =the =unit =number =of =firms =in =the =rpA =
starting= from= the= year= NUVM= instead= of= NUTM= as=
illustrated=in=the=picture=OI=practically=the=line=will=
be=horizontal=even=with=some=negative=slopeK=fKeK=
it =will =look =like =since =the =period =when =the =rpA =
completely=industrialized=the=number=of=firms=per=
person=has=not=changed=in=averageK=
=

=
micture PW= qhe=portion=of=firms=EbusinessF=in=the=rpA=dam=
=

=
qaking=into=consideration=the=points=of=the=paper=
xOz=and=the=assumption=that=the=trend=of=changes=
of= the= unit= number= of= firms= in= the= rpA= is= quite=
typicalI =the =conducted =analysis =enables =to =make =
the=following=conclusionsK=

=
cirstlyI= growth= of= the= unit= number= of= firms= is=
typical= only= for= the= technologically= poor=
developed=countriesK==
=
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pecondlyI =growth =of =unit =number =of =firms =itself =
does =not =ensure =growth =of =welfare =of =the =
populationK==
=
fndeedI =from =NUVM =to =OMMQ =population =of =the =
rpA= increased= sixfoldI= welfare= of= a= resident=
increased =by =SMMBI =and =the =number =of =firms =
increased=negligibly=by=only=NRBK=
=
fn= the= meantime= there= were= periodsI= when=
welfare= growth= corresponded= with= reduction= of=
the=unit=number=of=firmsK==
=
qhe =final =conclusion =is =backed =up =by =comparison =
of=the=firms=of=oussia=and=rpA=xRz=Eqable=NFK =qhe=
table=demonstrates=that=the=number=of=firms=per=
person =in =oussia =is =more =than =in =the =rpAO= Ethe=
amount= of= oussian= population= is= two= times= less=
than =that =of =the =rpAFK =And =the =received =value =
added =per =firm =in =oussia =in =all =industries =apart =
from =miningI =is =much =lower =sometimes =even =NM =
times =lower =than =in =the =rpAK

                                                
O=qhe=paper=xRz=contains=detailed=description=of=the=terms=of=

selection=of=statistic=data=to=get=the=illustrated=resultK=

qhe= conducted= analysisI= in= opinion= of= the=
authorsI= reveals= that= economic= development= of=
civilizationI=expressed=in=the=growth=of=welfare=of=
the= populationI= ensures= growth= of= the= firm’s=
efficiencyK =As =a =result =of =this =conclusionI =a =
significant= issue= in= terms= of= theory= and= practice=
comes=aboutW=to=find=out=according=to=which=rules=
or=laws=do=firms=increase=their=efficiency=and=such=
quantitative= indicator= as= the= amount= of= value=
addedK==
=
mractice=shows=that=none=of=the=famous=concepts=
acknowledged =as =‘theory =of =a =firm’ =enables =to =
forecast=the=specific=traits=and=peculiarities=of=the=
future=firmsK= qhe=paper=xSz=contains= explanation=
of= this= fact= and= demonstrates= that= neither=
classical= theories= of= firms= and= nor=
neoinstitutional= and= others= provided= sufficiently=
correct =explanation =of =the =reasons =of =firm =
emergence= and= formulated= laws= of= their=
developmentK=
=
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=
Table NW= kumber=and=efficiency=of=firms=in=oussia=and=rpA=
=

fndustries oussia rpA 

kumber 
ČÃ ÃirmsI 

thČusands 

dam per 
ÃirmI 

thČusand 
dČllars 

dam in 
industryI 
thČusand 

dČllars 

cirm 
capacity 

kumber 
ČÃ ÃirmsI 

thČusands 

dam per 
ÃirmI 

thČusand 
dČllars 

dam in industryI 
thČusand 

dČllars 

cirm 
capacity 

TČtalI in 
general 

QTTN RNS OQSNUPSMMM NTPPRIU RVPMIN ONNMIO NORNPSVTMOM QNNUTIO 

jining= NTIO= NPPSR= OOVUTUMMM NSNUITS ONIP= NQUVQIO= PNTOQSQSM NMQQINU 

mrocessing=
industry=

QNN= NMQVIS= QPNPURSMM PMPTITQ OVPIR= RNRQ= NRNOSVVMMM QVTUIUS 

bnergyI=gas=and=
water=

production=and=
distribution=

OS= OTUPIO=

TOPSPOMM 

RMVIRSU RIT= QRSOSIU=

OSMMTOTSM URRIVVS 

Construction= QOS= PRSIS= NRNVNNSMM NMSVITP TSNIQ= UNUIT= SOPPRUNUM OMRNIT 

tholesale=and=
retailX=

renovation=

NTVTIS= OTTIV=
QVVRRPMQM 

PRNTITS NUMTIR= USSIU=
NRSSTQNMMM RNRSITP 

qransport=and=
communications=

OPU= VRUIN= OOUMOTUMM NSMRITP NSTIU= OMVN= PQQRVSUMM NNPQIO 

cinanceI=real=
estateI=rent=

UTSIS= QPUIV= PUQTPVTQM OTMVIOT RPT= VMOVIV= QUQVMRSPMM NRVSM 

bducationI=
healthcare=

OQMIO= NRVM= PUNVNUMMM OSUVIQ SVVIR= NSOOSIU= NNPRMSQSSMM PTPRVIO 

 
 
rp= to= date= there= have= appeared= considerable=
foundation= to= think= that= the= economical= and=
technological= theory= of= a= firm= developed= at=
mlekhanov= oussian= rniversity= of= bconomics=
widens= this= issue= and= formulates= fundamental=
laws =of =development =of =firms =and =their =
complexesK= serification= of= the= fact= of= existence=
and= fundamental= nature= of= the= laws= was= fulfill=
based=on=three=factorsW=
=
cirstlyI =basic =reasons =behind =emergence =of =laws =
have =not =changed =over =the =time =of =existence =of =
the= market= economy= that= is= for= the= last= NKRJO=
thousand=yearsK==
=
qhese =reasons =are =human =aspiration =to =
maximization= of= welfare= and= inclination= of= the=
part= of= the= population= to= creativityK= ft= leads= to=
enhancement=of=technologies=and=organizational=

structure= of= a= firm= via= optimal= and= obviously=
standard= methodsK= qhus= there= were= created=
prerequisites= for= emergence= of= laws= of=
developmentK==
pecondlyI=the=laws=are=confirmed=by=a=number=of=
facts= of= their= manifestation= in= the= particular=
period=of=timeK==
=
qhirdlyI= prediction= of= the= basic= trends= and=
peculiarities =of =firm =development =for =the =last =OM =
yearsI =taking =place =after =formulation =f =the =lawsI =
were=backed=up=by=experimentsK==
=
ConsequentlyI= there= is=a=possibility= of=grounding=
the= more= efficient= strategies= and= methods= of=
management= of= development= of= currently=
operating= and= future= firms= in= any= country= of= the=
worldK=

=
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micture QW= Change =of =economic =and =technological =structure =and =growth =of =the =size =of =firms =in =the =
course=of=development=

=

NI=OI=P…K=U=–=levels=of=firm=development=
=
qhe=outcome=of=the=joint=impact=of=the=two=laws=
of=firm=development=is=illustrated=in=the=picture=QK=
qhe= effect= of= the= laws= of= interchange= of= the=
economical= and= technological= structure= and=
growth= of= the= reasonable= amount= of= production=
leads= to= changes= of= the= basic= structures= of= the=
firms =in =the =course =of =their =development =and =
increase=in=the=production=and=efficiencyK=
=
qhe= levels= of= firm= development= are= indicated= in=
the= picture= Q= numericallyK= qhe= chart= illustrates=
interchange= of= economic= and= technological=
structure=and=geometric=growth=of=the=firm=scale=
in=the=process=of=development=Egrowth=of=the=firm=
levelFK=
=

jaximum=level=of=the=firmsI=set=up=in=the=country=
corresponds= with= the= efficiency= of= its= economics=
and=hence=level=of=the=population=welfareK==
po= oussia= experienced= the= stage= of= complete=
formation=of=the=Rth=level=of=firmsI=while=the=rpA=
is=at=the=Tth=levelK==
=
AccordinglyI=the=amount=of=dam=per=person=is=QJU=
times=higher=in=the=rpA=than=in=oussiaI=according=
to=different=estimationsK==
=
qhe= laws= of= economic= and= technological=
development=of=a=firm=enable=to=interpret=the=fact=
of=continuous=growth=of=the=firm=efficiency=and=to=
anticipate= the= peculiarities= of= the= future= firmsK=
qheir=applications=during=the=development=of=the=
state= industrial= development= policy= must=
dramatically=enhance=its=efficiency=xTzK=

 d
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TaxationdofdOildanddGasdProductiondind
thedRussiandFederation:dCurrentdStatusd
anddFuturedForecastd
d
VadimdVsdPonkratovd

=
qhis=article=outlines=a=set=of=proposals=to=improve=
the= system= of= taxation= of= hydrocarbon=
productionK=An=appropriate=analysis=to=determine=
a =role =of =the =oil =and =gas =industry =in =the =
development= of= the= oussian= economy= and=
formation= of= budget= revenues= was= performedK=
AlsoI= the= description= was= given= to= the= mineral=
resources=of=the=industryK=
=
qhe =oussian =economy =is =still =largely =focused =on =
commodity =and =energy =exportsK =A =share =of =the =
fuel=and=energy=complex=of=oussiaDs=dam=in=OMNN=
was=about=POB=Eoil=and=gas=production=generates=
more= than= OMB= of= damFK=fn= OMNNI= oil= production=
in=oussia= amounted= to= RNNKQ=million= tonsI= which=
is= NKOPB= higher= than= in= OMNM= Ean= increase=
occurred =primarily =by =entering =large =oil =fields =J =
sankorskoyeI= qalakanskoye= and=
serkhnechonskoyeFK=lil=exports=fell=by=OKQBI=but=
the= income= from= exports= increased= from= ANOV=
billion=to=ANTNKT=billionK=fn=OMNNI=the=total=volume=
of= exports= from= the= oussian= cederation= in= terms=
of=value=was=ARNSKQM=billionI=includingW=crude=oil=J=
ANTNKSV= billionI= oil= J= AVNKPN=billionI= natural= gas= J=
ARUKQT= billionNKqhereforeI= hydrocarbon= and= its=
products=constitute=SOKPB=of=exportsK=
=
qhe= consolidated= budget= of= the= oussian=
cederation=in=OMNN=received=VITOM=billion=oublesI=
or =OSKPB =more =than =in =OMNMK =qhe =formation =of =
                                                
N=cederal=Customs=pervice=of=oussian=cederation=

the=revenue=in=OMNN=was=achieved=to=UPB=by=the=
followingW=income=tax=J=OPB=severance=tax=J=ONBI=
personal=income=tax=J=ONBI=sAq=J=NUBK=fn=OMNMI=
the=combined=share=of=these=taxes=was=UOBK=
=
fn= OMNNI= the= consolidated= budget=of= the= oussian=
cederation= received= severance= tax= in= amount= of=
AOIMQSKV =billion =oublesI =or =QRKOB =more =than =in =
OMNMI= due= to= favorable= market=conditions= in= the=
global =commodity =marketsI =andI =only =to =a =small =
extentI=due=to=the=growth=in=oil=productionK=
=
qhe= share= of= oil= and= gas= revenues= in= the= federal=
budget= in= OMMR= J= OMNN= years= varies= between=
OTBand= PRBI= and= demonstrates= the= sensitivity=
to=external=factors=that=determine=the=world=price=
of= oilK= qhis= is= especially= evident= in= the= acute=
phase=of=the=global=financial=and=economic=crisisI=
particularly=in=the=first=half=of=OMMU=–=OMMVK=
=
qhe= share= of= the= severance= tax= in= the= federal=
budget=of=oussia=is=significant=but=not=dominantK=
ft=gives=a=false=impression=that=the=budget=is=not=
as= dependent= on= hydrocarbon= revenuesK= qhe=
situation=changes=if=we=add=exports=duties=on=oilI=
petrochemicals= and= gas= to= the= budget= equationK=
As=a=reminderI=it=was=excluded=from=the=structure=
of=tax=revenue=in=OMMR=and=is=now=considered=to=
be=a=part=of=?coreign=bconomic=ActivityK?=fn=OMNNI=
crude= oil= export= duty= reached= OIPPOKQ= billion=
rublesI =natural =gas =export =duty =J =PUQKQ =billion =
rublesK= bxport= duties= on= petroleum= products=
brought =VPSKR =billion =rubles =to =the =federal =
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budgetK= auring= the= same= periodI= other= export=
customs=duties=accounted=for=RT=billion=rublesK=
=
According =to =the =cvOMNP =_udget =mroposal =and =
planning=budget=for=OMNQ=–=OMNRI=the=share=of=oil=
and =gas =revenues =for =the =period =is =estimated =of =
QTBI= which= corresponds= to= the= preJcrisis= levels=
and= indicates= a= vital= dependence= of= the= budget=
on= the= price= situation= in= the= markets= of=
hydrocarbonsK= qaking= in= consideration= rising=
uncertainty= about= the= market= price= of=
hydrocarbonsI= there= is= a= serious= threat= to= the=
financial= stability= of= the= country= and= economic=
growthI=in=generalK=ft=should=be=noted=that=in=this=
decade=oil=commodity=pricing=varies=based=on=the=
market=changes=of=financial=instrumentsI=and=not=
on= the= traditional= commoditiesK= ft= makes= it=
practically= impossible= to=project= the= dynamics= of=
the=pricesK=
=
oussian= bnergy= ptrategy= to= OMPM= envisages= a=
gradual=reduction=of=the=share=of=the=oilI=gas=and=
energy= sector= in= the= gross= domestic= product= xNzK=
ft=is=believed=that=rapid=development=of=highJtech=
technologiesI= manufacturingI= engineering= and=
agriculture= will= guarantee= the= achievement= of=
this=goalK=qhis=sounds=to=be=overly=optimisticK=
=
iet= us= make= an= analysis= of= the=oussian=crude=oil=
and=gas=reservesK=oussian=proven=oil=reserves=are=
estimated=at=about=NMB=of=the=worldI=after=paudi=
ArabiaI= Canada= and= franK= mrojections= for= output=
growth= are= significantW= oussian= oil= deposits=
represent= more= than= one= third= of= total= in= the=
worldI=and=most=proven=part=of=them=–=projected=
reserves=ECPF=J= estimated= at=more=than=NO=billion=
tonsK= aistribution= of= oil= and= condensate= oil=
reserves= and= deposits= spreads= unevenly= in=
oussiaK= kearly= twoJthirds= of= the= reserves= and=
about =half =of =the =resources =are =concentrated =in =
the= test= piberian= _asinI= one= of= the= largest= oil=
production=regions=in=the=worldK=
=
fn=OMNNI= twoJthirds= of=oussian=oil=was=producedI=
as= beforeI= in= test= piberian= _asinI= mostly= in=
hhantyJjansiyskK= ft= should= be= noted= that= the=
share=and=the=volume=of=the=hhantyJjansiysk=oil=
field= has= been= shrinking= in= recent= yearsK= qhe=
reason =is =declining =output =of =aging =fieldsI =as =
many =of =them =are =in =production =for =QM =years =or =
moreI= and= also= due= to= applications= of= limited=
technologiesK=mriobskoye=is=the=leader=in=terms=of=
oil= production= since= OMMTK= fn= OMNNI= it= produced=

PVKP=million=tonsI=or=UB=of=oussian=oilK=pamotlor=
fieldI =which =for =many =years =gave =the =maximum =
amount=of=oilI=is=the=second=on=the=listI=with=OSKP=
million =tonsK =fts =reserves =have =been =used =for =
more =than =TMBK =pince =OMNM =sankor =has =been =
playing= a= significant= roleI= due= to= rising= output=
since= its= openingK= NOKT= million= tons= of= oil= was=
extracted=from=its=fields=in=OMNNK=
=
solgaJrrals= _asin= annually= supplies= about= OMB=
of=the=total=volume=of=oil=produced=in=the=oussian=
cederationK= fn= OMNNI= its= share= was= OOKTBI= or=
NNMKO= million= tonsK= qhe= largest= in= qatarstan=
oomashkinskoye =field =continues =to =play =a =major =
role=in=the=production=of=oilW=despite=the=fact=that=
its =reserves =have =been =already =used =by =UUBI =it =
produced= NRKO= million= tonsK= qhe=remaining= share=
of= production= is= divided= between= almost= a=
thousand=fieldsK=
=
lil=exports=sharply=increased=from=OMMN=to=OMMQI=
and= then= stabilized= at= the= level= of= ORM= million=
tonsK= qwo= reasons= can= explain= the= aboveW=
maximum =output =of =production =and =usage =of =
export=oil=pipeline=network=to=its=capacityI=as=well=
as =a =shift =towards =the =export =of =petroleum =
products=due=to=the=more=favorable=taxationK=
=
oussia= is= a= world’s= leader= in= natural= gas=
production =Emore =than =a =quarter =of =the =world’s =
volumeFK=oussia=holds=the=world’s=largest=proven=
natural=gas=reserves=Eabout=a=third=of=the=worldFK=
oussian= cederation= is= the= largest= exporter= and=
the= consumer= Ethe= second= after= the= rnited=
ptatesF =of =natural =gasK =katural =gas =resources =of =
oussia= contain= OPS= trillion= mPI= including= NSM=
trillionmP=onshore=and=TS=trillionmP=offshoreK=As=
of=ganuary=NI=OMNNI=total=gas=production=accounts=
for =NUKO =trillion =mPI =or =TKOQBI =of =all =oussian =
reservesK= oeserves= of= raw= natural= gas= Eincluding=
gasI =concentrated =in =the =gas =deposits =of =oil =and =
gas =condensate =fieldsF =of =oussia =represent =QTKO =
trillion =mP =in =categories =A =H =_ =H =CN =and =QKO =
trillionmP= of= COK= fn= additionI= the= associated=
petroleum= gas= reserves= in= categories= A= H= _= H= CN=
are= estimated= of= NKPR= trillionmP= and= MKUV=
trillionmPof =COK =qhe =resources =of =the =reserves =in =
categories =CP =H =aN =H =aO =are =projected =of =NRVKV =
trillion= mPI= of= which= a= littleJknown= category=
EaOFis=of=TTKO=trillion=mPK=
=
qhe=natural=gas=resources=are=characterized=by=a=
high= concentration= of= proven= deposits= Eabout=
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TUB= of= the= total= in= the= country= are= located= in=
testern= piberiaI= and= TRB= within= the= vamalJ
kenets=Autonomous=aistrictFK=qhe=largest=proven=
reserves =of =raw =natural =gas =Eover =TOBF =are =
concentrated=in=OU=unique=Ewith=balance=reserves=
of=over=RMM=billion=mPF=oil=fields=that=provide=over=
URB= of= the= annual= production= in= the= countryK=
Among= them= U= fields= are= supergiganticI= with=
initial=extracting=reserves=of=O=trillion=mP=each=or=
moreK= NNU= large= ETRJRMM= billion= mPF= fields=
contain=OOB=of=proven=natural=gas=reserves=of=the=
countryK= TQM= small= and= mediumJsized= deposits=
account=for=just=SB=of=proven=reservesK=
=
As =of =ganuary =NI =OMNNI =SVB =of =oussian =gas =
reserves=of=categories=A=H=_=H=CN=EPPIN=trillion=mPF=
belongs= to= dazpromI= ONB= ENMKN= trillion= mPF= is=
owned=by=independent=natural=gas=producers=and=
vertically= integrated= oil= companiesK= qhe=
remaining= gas= reserves= EQKS= trillion= mPI= or= NMBF=
are=concentrated=in=undistributed=reservesK=
=
About=half=of=the=proven=natural=gas=reserves=are=
under=developmentK=qhey=are=located=in=the=most=
cost=effective=and=geographically=more=accessible=
depositsI= in= comparison= with= the= untapped=
reservesK= CurrentlyI= the= test= piberian= region=
provides=about=RQR=J=RSM=billion=mPI=or=VMBI=of=
the= total= productionK= kadymJmurJqaz= interfluveI=
which=is=the=main=natural=gas=producing=region=in=
the= countryI= contains= proven= and= developed=
reserves =for =NS =yearsK =qhe =output =of =the =giant =
natural= gas= fields= in= testern= piberiaI= providing=
about =SRB =of =total =production =J =jedvezhyI =
rrengoy= and= vamburgJ= reached= respectively=
TPKOBI =QQKPB =and =PRKUBK =qhe =output =mostly =
declines= in= these= particular= fields= J= about= OM=
billion=mP=per=yearK =mroduction=decreases=also=in=
one=of=the=largest=lrenburg=fieldI=of=MKT=J=N=billion=
mPK =lverallI =UQB =of =natural =gas =fields =shows =
declining=productionK=
=
mrojections= of= regional= structure= of= natural= gas=
production=to=OMPM=are=as=followsW=

· in =the =buropean =part =of =oussiaI =due =to =
the= development= of= the= qimanJmechora=
oil =and =gas =fields =and =offshore =reserves =
Eprimarily= ptockmanovskyFInatural= gas=
production=will= grow=to= NPN= J= NPT= billion=
mP= Ein= comparison= with= QS= billionmP= in=
OMMRFX=

· test=piberia=will=produce=natural=gas=on=
the =level =of =SMU =J =SPT =billion =mP =due =to =

the=development=of=the=vamal=meninsula=
and =the =waters =of =the =lb =and =the =qaz =
riversI=to=offset=declining=output=of=aging=
fields= ErrengoyI= jedvezhyI=
syngapurovskoye=and=vamburgFX=

· bast= piberia= and= car= bast= will= supply=
natural =gas =production =up =to =NPO =J =NRO =
billion=mPK=

=
lne =of =the =major =problems =in =terms =of =natural =
gas= resourcesI= which= the= oussian= gas= industry=
will=face=in=the=coming=yearsI=is=the=exhaustion=of=
stocks =of =Cenomanian =gas =depositsI =and =as =a =
resultI= the= need= for= a= major= shift= to= the=
development= of= gas= condensate= fields= andI=
consequentlyI=to=production=of=“dry=gas”K=
=
qhe=economic=efficiency=of=dry=gas=production=out=
of= Cenomanian= gas= deposits= is= much= lowerK=
AccordinglyI=with=respect=to=the=extraction=of=dry=
gasI=the=tax=rate=should=be=revised=and=lowered=in=
order=to=maintain=the=overall=economic=efficiency=
of=its=productionK=
=
crom =the =point =of =view =of =consumptionI =all =
hydrocarbons=are=identicalI=and=their=parameters=
are= regulated=by=one=standard=document=J= ptate=
ptandard =dlpq =RRQOJUT =rppoW =katural =gas =for =
industrial= and= household= use= and= its=
specificationsK =fn =terms =of =tax =lawI =there =is =no =
differentiation=of=the=object=of=taxation=according=
to =the =types =of =fields =of =hydrocarbon =raw =
materials =as =well =as =of =used =technology =for =their =
productionK=
=
qhe=minimum=cost=of=the=gas=produced=from=the=
new= fieldsI= will= be= no= less= than= ANQKMMper=
thousand =mP =for =the =Cenomanian =and =over =
AOPKMM =per =thousand =mP =in =the =iower =
Cretaceous= and= Achimov= formationsK= Cost= of=
extraction= and= transportation= to= the= buropean=
part =of =oussia =will =grow =from =AQOKMM =per =
thousand= mP= in= NVVTI= and= ANOKMM= per= thousand=
mP =in =NVVU =Edown =from =a =sharp =devaluation =of =
the= rubleF= to= AQUKMM= J= ARMKMM= per= thousandmP=
by=OMNP=and=to=ARMKMM=J=ARR=per=thousand=mP=in=
OMOMK=
=
ft= is= the= right= time= to= improve= the= economic=
attractiveness= of= the= development= of= gas=
condensate=fields=Eand=most=of=them=are=hard=to=
reach=and=of=low=profitabilityFI=especially=through=
the= introduction= of= tax= benefitsI= in= order= to=
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ensure=a=stepJbyJstep=transition=to=the=prevailing=
production=of=dry=natural=gas=xOzK=
=
jaintaining= the= achieved= production= volume= of=
hydrocarbons=requires=to=develop=the=followingW=
=

· new =oil =and =gas =fields =in =the =provincesI =
where=there=is=no=descent=infrastructureI=
including= offJshores= of= northern= and= far=
eastern =seasI =the =area =north =of =SR =
degrees=north=latitudeX=

· hardJtoJextract= oil= depositsI= including=
high=viscosity=oilX=

· gas= condensate= fields= of= Achim= and=
salanginian=depositsX=

· gas =fields =of =shale =formationsI =of =lowJ
pressure =gasI =of =sour =gasI =and =also =of =
high=helium=contentK=

=
eere=is=what=we=know=about=the=natural=resource=
taxation= system= of= hydrocarbon= production= in=
oussian= cederationK= fn= addition= to= general= taxes=
and=feesI=paid=by=any=company=doing=business=in=
oussia =Eincome =taxI =sAqI =property =taxI =etcKFI =a =
company= that= carries= mining= operationsI= must=
pay =a =number =of =special =taxesK =qhe =system =of =
mandatory= charges= for= using= mineral= resources=
contains=severance=taxI=and=also=a=number=of=fees=
and =dues =outlined =by =the =pubsoil =iaw =of =the =
oussian=cederationK=fn=additionI=any=export=of=the=
extracted= minerals= is= subject= to= customs= duties=
according= to= the= customs= legislationK= ppecial=
taxation=regulations=apply=to=those=who=signed=a=
production=sharing=agreementK=
=
Among =the =othersI =the =following =types =of =
extracted= mineral= resources= are= listed= in= pection=
O=of=Chapter=PPT=of=the=qaxation=Code=of=oussiaW=
=

· crude= oilW= dehydratedI= desalted= and=
stabilizedX=

· gas =condensate =from =all =types =of =
hydrocarbon= fieldsI= which= passed= a=
technical= field= treatment= in= accordance=
with= the= technical= specification= of= the=
fieldI =before =its =further =processingK =fn =
terms= of= tax= legislationI= gas= condensate=
processing= is= the= separation= of= heliumI=
sulfur= and= other= components= and=
impuritiesI= if= anyI= to= obtain= stable=
condensateI= a= wide= lightJhydrocarbons=
fraction=and=its=productsX=

· flammable=natural=gas=Edissolved=gasI=or=
a=mixture=of=dissolved=gas=and=gas=from=a=
gas =capF =from =all =types =of =hydrocarbon =
depositsI= produced= from= the= crude= oil=
wells=Eassociated=gasFX=

· flammable= natural= gas= of= all= types= of=
hydrocarbon= resourcesI= with= the=
exception=of=associated=gasK=

=
wero=tax=rates=apply=to=the=following=productionW=
=

NK jinerals= in= the= standard= losses= of=
mineralsX=

OK Associated=gasX=
PK jinerals= in= the= development= of=

downgraded =Eresidual =reserves =of =low =
qualityF=or=previously=writtenJoff=mineral=
resources= Eexcept= the= cases= of=
deterioration =of =mineral =resources =as =a =
result=of=exhaustion=of=the=depositFX=

QK bxtraJheavy= oil= extracted= from= the=
deposits= of= crude= oil= with= viscosity= of=
OMM =mma =× =s =Eunder =reservoir =
conditionsFX=

RK clammable= natural= gas= Eexcluding=
associated= gasFI= pumped= into= the=
reservoir= to= maintain= reservoir= pressure=
when= producing= gas= condensate= within=
one= area= of= subsoilI= in= accordance= with=
the= technical= specifications= of= the= field=
developmentK=

=
peverance= qax= rate= on= hydrocarbons= is= as=
followsW=
=

NK QQS =rubles =Efor =the =period =from =ganuary =
Nthrough= aecember= PNI= OMNOF= and= QTM=
rubles=Esince=ganuary=NI=OMNPF=for=N=ton=of=
dehydratedI= desalted= and= stabilized= oilK=
fn=this=caseI=this=tax=rate=is=multiplied=by=
a=coefficient=characterizing=the=dynamics=
of =world =oil =pricesI =by =a =factor =
characterizing= the= level= of= exhaustion= of=
a= particular= area= of= subsoilI= and= by= a=
factor=characterizing=the=size=of=deposits=
of=the=specific=subsoilX=

OK RRS=rubles=Efor=the=period=from=ganuary=N=
through=aecember=PNI=OMNOFI=RVM=rubles=
Efor =the =period =from =ganuary =N =through =
aecemberI =PN =OMNPFI =SQT =rubles =Esince =
ganuary =NI =OMNQF =for =N =ton =of =gas =
condensate= from= all= types= of=
hydrocarbon=reservesX=
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PK RMV=rubles=Efor=the=period=from=ganuary=N=
through=aecember=PNI=OMNOFI=RUO=rubles=
Efor =the =period =from =ganuary =N =through =
aecember= PNI= OMNPFI= SOO= rubles= Esince=
ganuary =NI =OMNQF =for =NMMM =mP =of =gas =
when= producing= flammable= natural= gasI=
from =all =types =of =the =hydrocarbon =
reservesK=fn=this=caseI=the=taxation=rate=is=
multiplied =by =a =factor =of =MKQVP =Efor =the =
period= from=ganuaryN= through=aecember=
PNI= OMNOFI= MKQRR= Efor= the= period= from=
ganuary= N= through= aecember= PNI= OMNPFI=
MKQQT= Esince= ganuary= NI= OMNQFI= for= the=
taxpayersI =who =are =not =a =direct =or =
indirect=owner=of=production=sites= of=the=
rnified=das=pupply=pystem=of=oussiaxPzK=

=
ln =jay =PI =OMNO =the =oussian =government =has =
approved=an=increase=of=severance=tax=for=natural=
gas= industryK= qhese= changes= will= gradually=
reduce= the= tax= advantage= of= dazprom= over=
independent= oil= and= natural= gas= companiesK=
pince =the =second =half =of =OMNR =severance =tax =for =
the =monopoly =of =dazprom =would =be =NIMSOKMM =
rubles =per =NIMMM =mP =of =gasI =for =independent =
market=players=J=up=to=NIMQVKMM=rublesK=
=
qhe=government=estimates=that=severance=tax=for=
dazprom =in =the =first =half =of =OMNP =would =be =
RUOKMM=rubles=per=NIMMM=mP=of=gasI=in=the=second=
half =– =STVKMM =rublesI =in =the =first =half =of =OMNQ =– =
TNTKMM =rublesI =in =the =second =half =of =OMNQ =– =
URVKMM=rublesI=in=the=first=half=of=OMNR=–=UUSKMM=
rublesI=in=the=second=half=of=same=year–=NIMSOKMM=
rublesK =cor =other =companies =the =rates =will =be =as =
followsI= per= NIMMM= mP= of= natural= gasW= the= first=
half =of =OMNP =– =OSRKMM =rublesI =the =second =– =
QQRKMM= rublesI= the= first= half= of= OMNQ= –= QRSKMM=
rublesI =the =second =half =of =OMNQ– =TOSKMM =rublesI =
the=first=half=of=OMNR=–=TOSKMM=rublesI=the=second=
half=of=OMNR=–=NIMQVKMM=rublesK=EcigK=NFK=
=
_ased= on= the= calculations= by= the= jinistry= of=
cinanceI= the=new=severance=tax=rates= on=gas=will=
provide= over= QQM= billion= rubles= in= additional=
revenues =to =the =federal =fundsK =fn =OMNPI =the =
budget =will =add =PS =billion =rubles =in =revenuesI =in =
OMNQ= J= NPQKP= billion= rublesI= and= in= OMNR= J= OTMKP=
billion= rublesK= ptarting= guly= NI= the= gas= tariff= rates=
will= be= indexed= annuallyI= approximately= NRBK= ft=
is= also= expected= to= repeal= credits= for= property=
taxes= for= the= transportation= infrastructureI= as=

well= as= to= increase= tariffs= rates= for= pumping=
natural=gas=and=for=inflationK=
=
qhe =main =outcome =of =the =reform =of =the =oussian =
system=of=taxation=of=oil=and=gas=companies=over=
the=past=decade=is=to=intensify=redistribution=of=an=
income= from= the= production= of= hydrocarbons= in=
favor= of= the= federal= budgetK= According= to= the=
experts=of=o_CI=for=the=period=from=NVVV=to=OMNNI=
the= tax= revenue= from= oil= companies= earnings=
increased =from =OMB =to =RRBI =tax =revenue =from =
profits =of =oil =companies =went =up =from =POB =to =
UNBK=At=A=TMKMM=a=barrel=of=rrals=oilI=the=federal=
budget=receives=about=SRB=of=revenue=only=in=the=
form =of =severance =tax =and =export =dutiesI =in =
addition= to= other= taxesK= then= the= price= of= a=
barrel =of =oil =goes =up =from =A =PMKMM =to =AVMKMMI =
after =an =oil =company =pays =export =duties =and =
severance= taxI= the= remaining= portion= of= its=
revenue=increases=by=only=A=TKU=per=barrel=Efrom=A=
NVKR=to=A=OTKPFK=
=
A =tax =burden =Ethe =share =of =taxes =in =revenueF =for =
the =gas =sector =companies =is =OV =J =PSBK =
mrofitability= of= their= business= is= about= NT= J= ONBK=
Analysis= of= the= current= system= of= the= state=
regulation= of= the= gas= industry= in= oussia= allowed=
to =come =to =a =conclusion =thatI =as =of =todayI =the =
state= uses= a= unique= alternative= mechanism= to=
remove= differential= subsoil= rentW= under= the= state=
regulated= gas= prices= Ein= comparison= with= the=
prices= in= the= emerging= independent= segment= of=
oussian =gasI =the =market =shows =the =difference =of =
QM= J= SMBI= not= including= the= structural=
imbalances= in= the= consumption= of= primary=
energyFI =the =state =simply =does =not =allow =a =
formation= of= a= rent= in= significant= sizeI= as= it= is=
being= transferred= to= the= gas= consuming=
industriesK=
=
peverance=tax=is=sharply=featured=by=its=dominant=
fiscal= functionK= rp= to= a= pointI= a= higher= tax=
component =in =the =revenues =of =oil =and =gas =
companies =should =be =considered =as =an =attempt =
by= the= state= to= take= away= resource= rents=
appeared= by= any= company= producing=
hydrocarbonsK =rsing =revenue =from =rentI =it =is =
necessary=to=create=an=impulse=of=development=of=
the =national =economyI =for =its =expansionI =away =
from= the= narrow= specialization= of= fuel= and= raw=
materials= in= the= international= division= of= laborK=
jany=oil=and=gas=companies=in=oussia=have=been=
operating=in=the=low=profitable=fieldsK=ft=increases=
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the= cost= of= productionI= in= terms= of= flat= rate=
approach= to= collect= paymentsI= and= does= not=
ensure= production= growth= and= efficiencyI= andI=
thereforeI=leads=to=a=reduction=in=tax=collectionK=
=
oevision=of=applying=of=resource=rents=should=not=
undermine =the =competitiveness =of =oil =and =gas =
industriesK= qhe= interests= of= the= government= and=
business =should =be =well =balancedK =ft =is =in =the =
interests=of=the=country=to=attract=investments=in=
order =to =add =value =to =the =economy =from =its =
natural= resourcesK= A= partial= reinvestment= of=
resource =rents =by =the =industries =is =a =long =term =
goal=of=the=government=and=the=businessK=
=
fn=my=opinionI=federal=income=taxation=of=oil=and=
gas=production=can=be=based=on=the=followingW=
=

NK Corporate=income=taxK=ft=is=a=basic=tax=of=
the=oussian=taxation=systemI=paid=by=any=
company= Eunless= it= operates= under=
special= taxation= regulationsF= when= net=
income= is= taxedK= te= should= consider=
introducing= tax= credits= applicable= to=
aging= depositsK= aeveloped= countries=
have= actively= used= this= mechanism= in=
order= to= maintain= profitability= and= to=
reduce= corporate= income= tax= in= certain=
sectors=of=oil=and=gas=industryK=

OK bxport= dutiesK= then= selling=
hydrocarbons= abroadI= a= company=
generates=an=additional=income=due=to=a=
significant= difference= between= domestic=
and =world =prices =for =oil =and =gasK =ft =is =
necessary =to =extend =the =upper =limit =of =
the=interval=of=the=world=price=of=oil=in=the=
formula=defined=in=section=Q=of=Chapter=P=
of =the =Customs =qariff =iawI =adding =more =
intervals= of= variationW= for= example= price=
ranges= from= ANUOKR= to= AOVMKMMper= tonI=
from=AOVMKMM=to= AQRMKMM=per= tonI= from=
AQRMKMM= to= ASMMKMM= per= ton= and= more=
than= ASMMKMM= per= tonK= qhis= will= allow=
the= current= arrangements= to= work= more=
effectively= under= the= existing= and=
projected= mediumJterm= levels= of= world=
oil= prices= J= about= ATRKMM= a= barrel=
EARQSKMM =per =tonFI =and =also =to =reduce =
the= effect= of= flattening= the= trend= of=
increasing=the=share=of=customs=duties=in=
the=export=priceK=xQz=At=the=world=price=of=
oil =ARQS =per =tonI =using =the =above =
proposal= will= allow= to= collect= export=

duties= on= oil= in= amount= of= APMOKMM= per=
ton =that =accounts =for =ROKQB =of =the =
export =price =of =oilK =rnder =the =currently =
used= method= of= determining= the= export=
dutyI =its =value =is =AOSUKMM =per =tonI =or =
QUKTQB= of= the= export= priceK= qhereforeI=
the= state= will= receive= an= additional=
revenue =in =amount =of =APQKMMper =ton =or =
AUKQ=billion= Ein= total= exports= at= the= level=
of=OMNNFK=

PK qhe =system =of =paymentsI =defined =in =
pubsoil=iaw=J=rentalsK=fn=my=opinionI=the=
system =should =be =supplemented =by =a =
payment= for= the= right= to= extract= the=
mineralsI=taking=into=account=geologicalI=
technical= and= economic= criteria= for= field=
developmentK= As= an= optionI= to=
significantly= enhance= the= efficiency= of=
evaluation= and= collection= of= rental=
income= through= the= mechanism= of=
granting= licenses= for= the= right= to= extract=
mineralsK=

QK peverance= qaxK= peverance= tax=should= be=
a =royaltyK =ft =means =a =payment =to =the =
owner =of =the =resource =for =use =of =this =
resource =J =in =our =case =it =is =oil =from =the =
deposits= of= the= oussian= cederationK= _y=
economic=terms=it =is=a=royaltyI=and=not=a=
taxI= due= to= its= certain= compensatory=
natureK =ft =is =necessary =to =drop =currently =
existing= binding= to= the= world= oil= pricesK=
fn =this =caseI =the =basic =rate =of =the =
severance =tax =should =go =upI =and =the =
mechanism =of =export =duty =on =crude =oil =
and =its =products =should =be =of =higher =
fiscal= efficiencyK= ft= should= be= noted= that=
it=can= hurt=the= industry= if= oil= prices= drop=
sharply= and= will= require= urgent= actions=
from=the=government=and=the=legislatorsK=
qhe= current= economic= situation=
corresponds=to=severance=tax=rate=in=the=
range=of=OIUMM=–=PIPMM=rubles=per=ton=of=
extracted =oilK =ft =is =necessary =to =expand =
credits= in= respect= of= production= of= hardJ
toJextract=deposits=of=oilK=

=
ft= is= important= to= differentiate= the= taxation= of=
natural= gas= through=mechanisms=similar= to= ones=
applied=earlier=when=differentiating=severance=tax=
on=oil=productionK=qhe=first=step=of=this=procedure=
can=be=an=application=of=tax=credits=Eor=special=tax=
rateF =for =developing =of =new =deposits =which =lack =
the=necessary=infrastructure=J=such=as=vamal=and=
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a =number =of =the =bastern =piberia =J =hrasnoyarskI =
frkutsk= regionI= as= well= as= offJshores= of= the=
northern=and=car=bastern=seasK=
=
qhe =second =stage =of =differentiation =of =severance =
tax =on =natural =gas =can =be =an =introduction =of =the =
following=corrections=to=the=severance=tax=rateW=
=

· a= coefficient= that= characterizes= level= of=
aging =of =gas =deposit =in =a =specific =site =of =
the=subsoilX=

· a=coefficient=characterizing=distance=from=
the= field= of= transport= infrastructure= and=
local=consumersX=

· a= coefficient= characterizing= the=
composition= of= the= produced=
hydrocarbons= and= takes= into= account=
nonJhydrocarbon= impurities= in= the=
produced=raw=materials=J=such=as=heliumI=
and=sulfurX=

· a= coefficient= characterizing= the= depth= of=
a=particular=subsoilK=

· =
poI =the =formula =determining =the =severance =tax =
rate =on =natural =gas =in =OMNO =will =be =as =followsW =

severance=tax=on=gas=Z=RMV=×=coefficient=of=aging=
of= the= deposit= ×= coefficient= of= the= distance= ×=
coefficient=of=the=composition=×=coefficient=of=the=
depth=of=the=subsoilK=
=
then= finding= the= coefficient= characterizing= the=
depth= of= the= particular= subsoilI= beware= that= the=
cost=of=gas=production=and=its=cleaning=according=
to =the =requirements =of =dlpqI =Cenomanian =gas =
and =dry =gas =differ =by =NKS =J =NKV =timesK =qo =produce =
oil=at=a=depth=of=over=NIVMM=metersI=severance=tax=
rate =can =be =reduced =by =NKST =times =for =gas =
production= from= the= deposits= of= NIVMM= m= deep=
Ethe= coefficient= characterizing= the= depth= of= the=
particular= subsoil= is= taken= to= be= MKSFK= ptarting=
ganuary=OMNNI=a=gradual=increase=in=the=basic=rate=
of =severance =tax =on =natural =gas =will =prevent =
falling=revenuesK=xRz=
qhe= outlined= proposals= will= allow= better=
distribution= of= the= taxation= share= within= the= oil=
and= gas= industryI= bringing= closer= together= the=
economic=efficiency=of=hydrocarbon=production=in=
different=types=of=fieldsK=

= =
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d
LbDdindPracticed

LEARNING BY DEVELOPING –  
A PEDAGOGICAL INNOVATION BY LAUREA  

= =
iearning =by =aeveloping =EibaF =means =a =developmentJbased =learningK =ft =is =a =new =way =to =obtain =the =
competences=required=in=working=lifeK=A=student’s=learning=is=based=on=development=workI=researchI=people=
skills=and=producing=new=knowledgeK=fn=ibaI=the=student=is=considered=as=the=junior=colleague=of=the=expert=
from= the= collaborating= organization= and= of= the= educatorK= ptudents= will= complete= the= majority= of= their=
studies= in= working= life= relating= projectsK= jany= of= these= projects= are= multidisciplinaryK= qhe= projects= can=
combineI =for =exampleI =aspects =of =the =welfare =and =business =sectorK =iaurea =oCa =iabs =as =learning =
environments=constitute=a=special=feature=of=the=ibaJmodelK=
=
qhe=cinnish=eigher=bducation=bvaluation=Council=appointed=iaurea=in=its=entirety=as=a=Centre=of=bxcellence=
for=OMNMJOMNO=for=studentJcentred=oCa=work=integrated=in=learningK=iaurea=has=been=appointed=as=a=centre=
of=excellence=five=timesI=and=is=thus=cinland´s=most=awarded=higher=education=instutionsK=
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Abstractd
=
qhe= article= discusses=the= pedagogical=arrangements= of= simulationJbased= learning= at= the= eyvinkää= unit= of=
iaurea=rniversity=of= Applied=pciencesK= ptudent= feedback= has= influenced= the=development=of=new=ways=of=
integrating= simulation= training= more= efficiently= into= the= nursing= curriculumK= _oth= the= flow= of= simulation=
experienced=and=observed=by=the=facilitators=and=satisfaction=expressed=by=students=has=been=improved=due=
to=reforms=based=on=feedbackK=Abilities=to=respond=sensitively=and=to=create=relevant=solutions=are=required=
in=implementing=simulation=training=successfullyK=pimulationJbased=learning=that=has=been=integrated=into=
the=curriculum=can=be=expanded=outside=of=the=simulation=centers=and=in=to=multiJprofessional=situationsK=
=
Keywordsd
d
kursing=trainingI=simulationJbased=learningI=feedbackI=simulationI=rniversity=of=Applied=pciences=
=
=
Achievingdadmoreddevelopedd
simulationdpedagogydindnursingd
throughdstudentdfeedbackd
d
pimulationJbased= training= has= been= a= part= of=
teaching= in= various= fields= for= decadesK= eighly=
developed =patient =simulators =have =been =a =part =of =
everyday=life=in=nursing=training=since=the=turn=of=the=
millennium =Eeovancsek =OMMTI =OFK =qhe =concept =of =a =
simulator= and= the= presentation= of= the= simulation=
method= are= not= sufficient= motivators= for=
simulationJbased=training=and=do=not=guarantee=the=
quality=of=teachingK=qherefore=critical=evaluations=of=

teaching=and= determined=development=of= practices=
are= requiredK= pimulationJbased= training= must=
support= the= students= when= applying= their= learned=
skills=in=practical=clinical=nursing=situationsK=
=
qhe=practice=of=simulationJbased=training=in=nursing=
is =based =on =the =training =of =pilotsK =jany =points =of =
view= meet= in= a= simulationJbased= trainingW=
simulation=is=thought=of=as=a=fully=rounded=teaching=
method= and= learning= experienceK= ft= requires=
thorough= planning= of= teaching= and= goal= settingI=
choosing =the =correct =purpose =and =level =of =
simulationI= the= pedagogical= foundation= work= of=
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other= teaching= methodsI= and= the=correct=allocation=
of=teaching=tasks=between=the=instructors=in=charge=
of= a= simulationK= Eqhis= characterization= is= basedI= as=
well= as= on= literatureI= also= on= discussions= with=
simulation=instructor=seliJjatti=eeinijokiKF=
=
According= to= oogers= EOMMPI= NTOJNTPFI= we= can= refer=
to=the=awareness=of=knowledgeI=how=to=knowledgeI=
and= principlesJknowledgeK= fn= our= viewI= the=
pedagogy= of= patient= simulation= is= facing= the=
challenge= of= profound= understanding= of= principlesI=
for= example= in= the= practical= application= of= multiJ
professional=simulation=trainingK=Epqj=OMNOI=NUFK=
fn= patient= simulation= the= nature= of= simulation= in=
reference= to= the= subject= is= different= from= the=
simulation= of= a= technical= systemW= the= simulation= is=
produced= with= the= features= of= an= information=
systemI =but =the =subject =is =a =certain =aspect =of =a =
person’s =lifeI =in =the =end =simplified =in =to =a =group =of =
relevant =variables =Ejaars =C =iowry =OMMSI =QQ–RMFK =
“cinding=the=human=patient=behind=the=simulation”=
in= simulationJbased= training= in= nursing= produces=
pedagogical= challenges= for= both=the= instructor= and=
the= studentK= ln= the= other= handI= just= like= aviationI=
nursing= is= an= area= of= significant= risksK= Eae_ourgh=
OMNNX=kishisaki=etcK=OMMTKF=
=
Thedutilizationdofdstudentdfeedbackd
indLauread
=
qhe= systematic= collection= student= feedback= from=
simulationJbased= training= began= at= iaurea=
rniversity= of= Applied= pciences= in= OMMVK= qhe=
feedback =has =been =used =to =understand =the =
students’= experiences= of= simulationJbased= training=
and=its=impact=in=professional=developmentK=
=
qhe=system=of=feedback=uses=a=data=collection=form=
that= includes= both= structured= and= openJended=
questions= Egokela= OMNNFK= A= feedback= form= is=
collected= after= the= debriefing= of= each= simulation=
Ejcaonnell =etcK =NVVTFK =qhe =feedback =form =has =had =
its=current=structure=since=the=spring=term=of=OMNMK=
=
qhe= feedback= forms= are= collected= dailyI= for= the=
purpose=of=fineJtuning=the=simulationsI=for=example=
the= timetable= of= the= simulation= is= changed= if=
requiredK =At =the =end =of =each =termI =the =feedback =is =
analyzed=and=any=changes=required=are=made=to=the=
processes=and=practical=arrangementsK=qhe=way=the=
feedback= is= used= takes= into= account= both= the=

outcomes= of= the= simulations= and= the= development=
of=the=simulation=processesK=
=
qhe= feedback=is=discussed=at=the=simulation=team’s=
meetings= and= the= material= is= available= to= the=
teaching= staff= via=our= internal= internetK= A=summary=
of=all =the=feedback=received=is=written=at=the=end=of=
each=termK=
=
qhe= instructors= observe= the= students= and= their=
actions= during= simulationsI= and= based= on= these=
observationsI= give= the= students= feedback= during=
debriefing= at= the= end= of= the= simulationK= iearning=
from= debriefing= is= not= based= on= passive= listeningI=
but=the=students=actively=take=part=in=the=debriefing=
discussion= and= are= able= to= process= their= learning=
experience=Ejcaonnell=etcK=NVVTFK=
=
_ased= on= the= feedback= receivedI= the= following=
changes= have= been= made= to= simulationJbased=
trainingW=NK=simulation=orientation=days=for=first=year=
studentsI= OK= orientation= at= the= beginning= of= a=
simulation= day= and= PK= intensive= training=for= second=
year=studentsK=qhese=will=be=looked=at=in=finer=detail=
nextK=
=
Simulationdorientationddaysdford
firstdyeardstudentsd
=
fn= the= pastI= first= year= students= took= part= in= their=
first= Q= hour= simulation= without= having= previously=
been= introduced= to= the= simulation= environmentK=
qhis= practice= proved= problematicI= as= the= students=
did=not=grasp=the=idea=of=simulationJbased=trainingX=
activities= and= communications= within= the= group=
were= difficultK= qhe= students= were= also= nervous= of=
how =the =simulation =was =going =to =proceedI =and =of =
the= fact= that= they= were= being= recordedI= these=
factors= undermined= both= the= individuals’= and= the=
whole =group’s =performance =Eqoivonen =etcK =OMNOI =
OMFK= An= individual’s= orientation= to= the= simulation=
and= their= performance= showed= significant=
differencesK=
=
As =of =autumn =term =OMNOI =the =students =have =been =
familiarized= with= the= running= of= the= simulation=
center= and= simulation= pedagogy= in= small= scale=
simulations= in= workshopsI= where= both= lowJ= and=
highJlevel= simulators= are= usedK= fn= the= workshopsI=
the= students= get= to= experience= for= example= an=
intravenous=arm=and= a=fullJscale= patient=simulatorK=
qhe= students= are= able= to= orient= themselves= with=
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what =to =expect =at =the =simulation =and =also =to =how =
authentic= the= simulation= situation= isK= qhe=
orientation=is=two=days=longK=
=
After= the= orientation= the= simulation= training=
continues= with= smallJscale= simulations= in=
workshopsK= At= this= stage= the= students= practice=
isolated=nursing=skills=in=separate=training=modulesI=
where= internetJbased= learning= and= interactive=
applications= such= as= the= clashJapplication=
E_igeminy= lyF= for= interpreting= bCds= are= usedK= qhe=
support =and =feedback =received =by =the =students =is =
plentiful=and= immediate=and= the=learning=emphasis=
is =on =isolated =skills =Eppouse =NVVUFK =iater =onI =the =
emphasis= on= the= students’= own= decisions= and=
reflections=increasesI=and=therefore=the=need=for=the=
instructor’s=support=decreasesK=
=
qhe= purposeful= aim= of= simulationJbased= training= is=
the= students’= professional= growthW= simulation= is= a=
fullyJrounded= situationI= whereI= as= well= as= clinical=
skillsI=handling=of=social=situations=and=professional=
behavior= are= learnedX= the= simulation= center= is= a=
reflection= of= the= workplaceI= where= skills= for= the=
working=life=are=developedK=
d
Orientationdatdthedbeginningdofdad
simulationddayd
=
bvery= simulation= day= begins= with= an= orientation=
lesson =that =prepares =the =group =for =the =day’s =
activitiesK= qhe= way= the= patient= simulator= functions=
and= the= limitations= of= the= simulation= are= revisitedI=
and= the= students= are= familiarized= with= the=
simulation= space= and= the= equipmentK= qime= for=
individual=familiarization=is=also=factored=inK=
=
qhe= social= customs= of= a= simulationI= trust= issuesI=
timetables= and= the= aims= of= the= simulation= are=
recappedI= and= simulation= groups= are= formedK= Any=
potential=problems=and=any=questions=that=arise=are=
discussed= prior= to= the= commencement= of= the=
simulationK=
=
Intensivedtrainingdfordseconddyeard
studentsd
=
fn=the=pastI= the=simulation=training=that=took=place=
during= the= internal= and= surgical= medicine= study=
module= was= limited= to= just= one= simulationI= and= it=
did=not=have=a=permanent=slot=in=the=study=moduleK=

qheory= lessons= were= scattered= throughout= the=
semesterK=qhe=students=were=finding=it=hard=to=piece=
everything= togetherK= qhe= potentially= weak=
theoretical= basis= was= adding= to= the= insecure=
feelings= and= nervousness= experienced= by= the=
students=during=the=simulationK=
=
As=a=solutionI=a=system=was=developedI=where=each=
group =of =students =takes =part =in =a =weekJlong =
intensive= training= periodK= qhe= students= are=
familiarized= with= simulationJbased= training= by=
combining= independent= studyI= theory= lessonsI=
workshops= and= simulationsK= qhis= arrangement=
allows= for= the=training=to= be=adapted=according=the=
needs =of =the =students =and =the =observations =of =the =
instructorsK= qhese= developments= have= introduced=
unique= flexibility= and= the= ability= to= react= to= the=
simulation=processK=
=
qhe =group’s =needs =are =taken =in =to =consideration =in =
the=execution=of=the=simulation=dayX=if=neededI=more=
personnel=and=other=resources=are=utilizedK=
=
fnformation=on=the=needs=of=the=individual=students=
and=the=group=as=a=whole=is=gained=during=the=preJ
simulation= orientation= and= also= during= debriefingK=
_ased= on= this= information= different= aspects= can= be=
included= in= the= simulation= dayI= such= as= the=
practicing= of= isolated= skills= or= recapping= of= theoryK=
then=the=group=encounters=a=problematic=situation=
during=the= simulationI= the= instructors= supports=the=
solving=of=this=problem=by=talking=the=group=through=
the=situation=Eppouse=NVVUI=OSPFK=
=
qhe= planning= and= the= execution= of= the= simulation=
day =is =made =more =difficult =by =breakdowns =in =
communications= and= the= coJordination= of= the=
timings =of =the =curriculumW =some =students =may =lack =
the= theory= or= the= technical= skills= required= for= a=
successful=simulationK=
=
Summaryd
=
qhis =article =has =discussed =the =development =of =
practical= pedagogical= arrangements= of= simulationJ
based= learning= at= iaurea= rniversity= of= Applied=
pciencesI= based= on= student= feedback= and= the=
experiences= of= the= simulation= instructorsK= qhe=
process =of =writing =this =article =is =an =example =of =
collaboration= between= content= specialists= and=
information=management=specialistsW= the=skills=of=a=
freelance= information=specialists=and=outside=views=
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were= utilized= in= the= gathering= and= arranging= of=
information=Esee=qurnbull=etcK=OMNNFK=
=
qhe =use =of =simulations =has =reached =a =stage =whereI =
as= well= as= ensuring= the= smooth= running= of=
simulationsI= we= can= now= also= concentrate= on=
developing= new= pedagogical= modelsI= for= example=
for=multiJprofessional=effortsK=
=
qhe=simulation=center=in=iaurea=is=a=reflection=of=the=
workplaceI= where= real= life= working= practices= are=
learnedX= simulationJbased= learning= does= not=
concentrate=only=on=caring=for= the=patientI=but=also=
on= how= to= behave= in= the=working=environment=and=
how= to= grow= professionallyK= pimulation= orientation=
and= debriefing= serve= selfJdirectingI= professional=
information= gathering= and= reflection= EClapper=
OMNMI=NPFK=
=
qheoretical= and= workshopJbased= teaching= can= be=
seen= as= areas= of= development= in= simulationJbased=
teachingK =ft =is =possible =to =keep =simulations =as =a =
separate= entity= from= other= teaching= methodsI= but=
this= is= not= a= fruitful= situationI= although= it= can= be=
justified= by= timetabling= and= other= organizational=
reasonsK=
=
ft= has= been= found= that= the= specialist= teacher=
responsible= for= the= student= group’s= theoretical=
learning=taking= part= in= the=planningI=execution=and=
evaluation= of= the= simulation= has= improved= the=
learning= experience= and= the= running= of= the=
simulation= exerciseK= qhe= importance= of= the=
specialist= teacher= is= based= on= their= more= personal=
relationship=with=the=students=and=on=the=teacher’s=
ability=to=support=the=simulation=exercise=with=their=
specialist= knowledgeI= therefore= strengthening= the=
learning= experience= Epqj= OMNOI= NSFK= A= personal=
relationship=with=the=students=is=also=needed=in=the=
successful= solving= of= any= problems= between= the=
studentsK=
=
auring= a= simulationI= situations= arise= regarding=
specialized= areas= of= nursingI= the= specialist= teacher=
supports= the= handling= and= debriefing= of= these=
situationsK=Areas=of=such=expertise=areI=for=exampleI=
mental=healthI= substance= abuse= and= public= healthK=
crom= the= teacher’s= perspectiveI= taking= part= in=
simulations=offers=a=direct=feedback=of=the=students’=
skills= and= therefore= allows= the= teacher= to= develop=
their=own=teaching=methodsK=
=

Thedchallengesdanddopportunitiesd
ofdsimulationqbaseddtrainingd
=
qhe= risks= and= threats= of= simulationJbased= training=
can= arise= from= simulation= technologyI= the=
simulation=environmentI=the=content=and=execution=
of=teaching=and=how=the=simulation=is=experiencedK=
=
After=a=contact=with=a=real=patientI=simulation=is=the=
most= authentic= method= of= learning= in= nursingK=
qaking= part= in= a= simulation= and= the= following=
debriefing= bring= out= feelingsI= one’s= previous=
experiencesI= and= fears= of= performanceK= qhe=
instructors= must= take= these= views= in= to= account=
Eptafford=OMMRFK=
=
qhe= students= need= to= be= given= the= chance= to= get=
used= to= the= simulation= environment= independently=
and =as =a =team =before =the =training =commencesI =
otherwise= orientation= can= still= present= problems=
when= the= content= of= the= simulation= should= be= the=
focusK= lne= of= the= aspects= of= orientation= is= the=
development= of= realistic= development= of=
expectationsW=simulation=is=not=a=copy=of=realityI=but=
rather= a= practice= environment= that= contains= the=
essentialsI= to= which= the= participants= of= the=
simulation=are=appropriately=orientatedK=
=
cor= the= simulation= instructorsI= and= the= teachers=
working= with= themI= one= area= of= activity=
development= arises= from= acknowledging= and=
observing= the= practical= theory= behind= their=
teachingK= qhrough= the= observation= and= application=
of= practical= theoryI= the= teacher= or= instructor= can=
open= up= and= talk= through= the= beliefsI= schematics=
and= routines= guiding= their= actionsK= EAaltonen= C=
mitkäniemi=OMMOKF=
=
An= important= direction= in= the= development= of=
simulationJbased=training=is= in=expanding=activities=
to=the=outside=of=the=simulation=centerK=pimulations=
can=become=a=part=of=everyday=theoretical=teachingI=
by=paying=particular=attention=to=bringing=theory=to=
life= through= simulationI= and= also= by= using= other=
teaching= methods= to= enhance= the= simulation=
exercisesK= qhe= patient= simulator= environment= also=
offers=opportunities=in=learning=and=adopting=multiJ
professional=practices=Epqj=OMNOI=NUFK=
=
=
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