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Abstract :

The successive developments in the business environment, especially
in the context of globalization, informatics and intense competition, have
led to many challenges facing different organizations, forcing them to
take all necessary measures and procedures to meet these challenges by
applying modern management concepts and focusing attention on the
human resource as a strategic resource and source of excellence. As a
strategy to enhance the success and excellence of individuals and the
OrganizationEnter your abstract here (an abstract is a brief,
comprehensive summary of the contents of the article).
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Résumé

Les études récentes indiquant que la faiblesse et le manque de solidité
des systemes financiers et bancaires ont conduit a déclencher et a aggraver
les crises financiéres et économiques, pour cela I’autorité monétaire
algérienne cherche & maintenir la stabilité de son systéme bancaire. A cet
égard, cette étude examine les mesures de la Banque d'Algérie pour
maintenir l'intégrité et la solidité de la stabilité financiére du secteur
bancaire algérien a la lumi¢re des développements mondiaux de I’industrie
bancaire, Elle vise a souligner le réle de la Banque d'Algérie dans le
maintien de l'intégrité et de la solidité de la stabilité du systéme bancaire
algérien. A travers I'étude, on constate que la Banque d’Algérie avait pris
plusieurs mesures parmi les plus importants sont la modernisation des
systtmes de paiement et dinformation; I'adhésion de I'Algérie au
Programme d'évaluation du secteur financier (PASF); les nouveaux
mécanismes tels que le systeme de notation bancaire (SNB) et les Tests de
stress.

Les Mots Clés: Industrie bancaire, Banque d'Algérie, Stabilité financiére et
bancaire, Systeme bancaire algérien.
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Breusch-Godfrey Serial Correlation LM Test
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 4.362843 Prob. F(2,129) 0.0147
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Dependent Variable. LCONS
Method: Least Squares
Date. 12/02/18 Time. 07:54
Sample. 2007MO1 2017M12
Included obsearvations. 132
White heteroskedasticity-consistent standard errors & covariance
Variable Coefficient Std. Error t-Statistic Prob.
(o -2.859773 0.984652 -2.904347 0.0043
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R-squared 0.793201 Mean dependent var 16.656715
Adjusted Ri.squared 0.789995 S.D. dependent var 0.325707
S E of regression 0.149260 Akaike info criterion -0.943795
Sum squared resid 2.873915 Schwarz criterion -0.878277
Log likelihood 65 29048 Hannan-Quinn criter 0917172
F-statistic 247 .3971 Durbin-Watson stat 1.737846
Prob(F -statistic) 0.000000 Wald F-statistic 196.9782
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Résume:

La stabilité du taux d'inflation moyen et la réalisation d’un excédent
dans le budget général sont considérées des plus importants indicateurs
économiques et monetaires qui reflétent la stabilité de I'économie du
pays. Et la question de la relation entre ces deux variables a été toujours
au centre d’intérét des différents chercheurs économiques qui tentent
d’expliquer et d’interpréter I’aboutissement de cette relation et de
comprendre la nature des facteurs qui la régissent.

A cet effet, notre travail tente de déterminer la nature de cette
relation dans I'économie algérienne durant la période 1990 - 2016 en
utilisant le modele Vectorial AutoRegressive VAR.

Les résultats de cette étude ont montré qu'il existe une relation
interactive dans deux directions entre ces deux variables.

Keywords: inflation, déficit budgétaire, économie algérienne, modele
VAR.

Jel Classification Codes: C51, E31, H62
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(Ao 3 Sl ) Ay piiuwt At 3 I (po 1Y ALY JelSTHY HLC — o
i (vo 430 Ligly By Aoyl (ouidh (pe AalSTie Cossed JuuDhiad! gser O gy
oudd (pa (953 ol HIST gl (ke (b (p I yidie JalST 29 g dog pd
At ol 2 Ol pu Al (y Y piiis JolST 29 g pule (as Lo (JalST A s
plad riged ;oddT miww dddeg (ad)l moual Figed 3929 pie ILLy
I A SIS JLGS | o pad (93 B pdibes STIAN Hlmd W)
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SodED oY Satasyr (VAR wilall jlaniyl gleds adgai padi .2 4
Gle Mae Wl Sy (A3 sde disd 8 I AW plad zhged
sy (AIC) Akaikey Schwarz (SC) dusls dagyats datisd! pulatf
Zagedt LR L Sl ya
Lasit | VAR(lag)zssent (180)5kta &, of Sl sde dousd — |
ole alaie¥ Lisas VAR G311yl glad zasedt (l20) Ot sl sue
Schwarz ji1sa stae <(AIC) Akaike  cLIST jlae Lgie yolas die
(FPE) (sl 3t as Hlaey (HQ) Hannan-Quinn ,tae <(SC)
Aasd Glol gl phemell Aayd Y ATBIGL LRI FLA Aa)s HLS @y
(LR) sluat iy
Var i stasi¥ glad 3ald da s Hlas gt :(3)ad) Jgall
Aatine 120 3LS d)s wie
VAR Lag Order Selection Criteria
Endogenous variables: IPC SB M2 PIBR
Exogenous variables: C

Date: 04/01/18 Time: 21:03 Sample: 1990 2016
Included observations: 24

Lag LogL LR FPE AIC sc HQ

0 -449.8240  NA 3.12e+11 37.81866 38.01501 37.87075
1 -342.9243 169.2578* 1.64e+08* 30.24369* 31.22541* 30.50414*
2 -329.2845 17.04983 2.28e+08 30.44037 32.20745 30.90918
3 -313.7671 14.22425 3.41e+08 30.48059 33.03304 31.15776

EVIeWS9 zeli ;3 le slaia¥ly (o bt aluel (v sjanaall

(1) us1gh oo VAR zagas 3ls 2 s of das 30 (3) ad)y Jodatt I (sag
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Aa 1 Ju St () WG Gontt ABdal) puuddD (Sa  rzdged] poddT —o
L 29 VAR giged ;a2 Auslall & phualt Slay b1 A s Jleatuly
ey UG Hlaud k@l @350 e IS o5 Jalae e S el 108

1oh b ole Lilast EVIEWSO el po Adlaia¥lyg (433158

DIPC = 0.528*DIPC(-1) + 0.00019*DDSB(-1) - 0.0007*DDM2(-1) - 66.11*TC(-1) + 5.2927

Prob(F-statistic)= 0.027926 D.W= 1.771835 R?=0.420741

1 UGl jlawd owl@El @80 Walse ©
Aad AW EUG) Hlawd wlb@l @B 31 St odel Aralall ,udd
Sy By ALSY A gl jome 10 ST 553N @l g Al Luad!
1ol Lo CUD (pe i O (el (S LaiBY)
B O pd e %042,05 o1 ias Les R7= 0.420741 csusidt Jolae -
A3yl @@l g Ao Ll daly b juude EUgud) slaw¥ wlb@ll @d
(8-t aom 3@ ALY Al Lof (zdgaid) 2 A yull (553 Y1 Ol el
lgdt Gkt @i @ Gt Jelge I
Aed oY (WAoo pigeilt AUSH dagiall O (51 Axelizne Oilelall dagine -
O (i G J0D e At g Ledd (o iS1 Dagunt! i Adilias|
Wslat) pla JSrly  0.027 o yuas F-statistic s P.value 2.
Lolas! Wade EUglull jlawd SwlE! @8 4t 5wl
slas¥ Gds  HIAN doll )W Ao (0 ilas ¥ ziged O o LeS -
Il Il I oS a9 1,77 5yt (D.W)  ggudiy gyt
g Led daG 3 W zased! 8193 O (g1 £ Uas Y

Dy 3y gt
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2016-1990

St oo o VAR zasad 8100 Al @l O jLas W1 LG pglal -
Sl Ol pde HLas 145 (Serial correlation LM tutudt dolay¥
a9l Loy ¢ Breusch-Pagan-Godfre -+ Heteroscedasticity
lad ¥ zageitt SB1aa o (02) o3, Gttt 2. Jarque—Bera 2+ audalt
&53 019 Oletd) Ol Aol pieidy lulud! dold Y1 AlSde (1o
baido Layjed £35°0 zased! 8192

A8al pudlt Zllio g LOlas| Joude ziged JI O Joal Awdls g
SA LAY O p i (i 539 ot
LY v ) (P vi [

byl 2. Adylud) diad  ae Lidsbo EUCL! Hlawd Swl@Eh @8, dad -
2 lawdl plalt Soudl glaiyl o e Ju Les 052 a)ud Axg pas (t-1)
SALGH At 2. e ldd)) e uSaiuw Adlnd! A

0.0001 1243 A3g ey (t-1) & ar 2 433198 jome ao L3k dad y LeS—
Loo (Aalatt OIai ) (Baas Las alal) BLAYI 2 3aLa 300 D jwudl Saedg
EBLAT die gic® (o pall 2 Saly) ALLET Of O9s cullalt 33Ls) ) (5352
JAealt ol dds

2 200G ALSH po LuuSe Uold )l GGl slaw¥ Swl@Eh @d 4 dad -
A8 ae Ga ¥ Le 929 0.0007 a3 Ay e (t-1) 5
aylie 9o Ao goaw (SUBUN oW1 Gly D juud (et g (AasLaiBY)
A S ST Cdlal) Aganige duad AST (15 yalt 3303 Aoleilinl g A LG
el Juiae S (aa>id

UL ylawd owl@El @839 (SaLaiB¥W) gadd) () diuSe ABMe STl -

53L0) O G (ALaiBY) Ay A o Galy Lo 929 66,11 aud Aig e
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SladIlg gl (po ASH o5 pall 3aL) 11 (§355 Hlaa ¥ ot g3 L
ST Cdlalf ATyl (e o i s Juae S (adid

DDSB = 31.32*DIPC(-1) - 0.59*DDSB(-1) - 0.73*DDM2(-1) + 756.99*TC(-1) -
452.15

R?=0.584711  Prob(F-statistic)= 0.001552  D.W= 2.502200
143198 jome Aalae O
@l g Adsludt da® AW Aolall A3)1et) oy 11 odei Aralall ,uld
Seidly A ALSH (EUGud! jlawd wldH @B,31  ilpe JST 5 45t
1ol Lo SUD (pe i O (et (S LaiBY)
B Ol (e /058,47 ot ian lee  RP=0.584711 csusitt Jolae -
O piiloll A2alud! @@l g Adolilll daudy b pude  Aolall 4331980 o)
Jolge (1) LByl Ao s® ALY At Lol (zhged! 2 Axyill 55N
gdt Gyl @i @ G
Ao OY (Agde pigeil AUSH dagiall O (61 Axelizne Oilelall dagine -
O i G SO0 e At g Ledd (o iS1 Dagunt! i Adilias|
Walal) ola 3Ly 0.001552 o yuas F-statistic 4 P.value aea
Lolas ! Wade Ul jlawd SwlE! @8 4t 5wl
Y zigedd  Of LA LG (e las W 2 SN dold W HLOSY dwditly -
(D.W)  fauiitg oays slas¥ ado 510 dold ¥ A (e ilay
g Lagd dali )3 ¥ £geddl BIsd O (g1 2,0 o Syt
2 dmagtt VAR sy 3150 Al@lt O yLas s zolo pelad LeS -
! dolG )1 WS (o Alad ¥ zageitt SB1ga of (03 ) pd) Gt
oL il Aolony aeld LeS (Liaedo Laaied £39°0 9
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A8l sl mllio g Lolas| Joude il O Gle Juio be 92
S LAY O il (o 5395 ok

LY v ) IR [

g por Sl Hlaw® wlEH @3 )11 a0 Liaplo 4331680 e dadd p -
LaT )l O Cum (AILaBY Y Ay Al po (32150 Lo 989 31.32 Wajud
LAY SaLy) duad BLAIYI 350 1 Ollaludly aBww @it Juae
e cdudly (uSall S AT 9l ) ANE ) ALSY 5305 (o (§35 Lee
gl )l I (62558 Hlaw I alalt ol

2 dle® po LwSe Uoldy T Akt 2 Aelalt 435158 jone dabgs -
B0 108 elady o (10,59 o Alig e Dy Coo (t-1) At
0,59 L juds (alasdl die LG yiw Adlst diwd) 2 %01 A
S AU Orlwbaadt G 31 ES plam sl (Sag «Adigll Al IS
AL ol At D Lgadlin pglalin 43319t jome (pe

)i Aig pas A3)1ed) e g AdBd) ALSH (o dwsSe AB3Ne Sl -
alie I A g (UG HIa¥ 5a0) Oly EUD juwaS (Sasg 0,73
G52 Lay Aol e (Ayled (Aelio Adle) D by 39ad Ay LG
Jdelal) A3)1ell 2 a0 Gasid alal) LAY

()3 Aig ey Aolalt 433198 jome po Liasbe (SLaiBY gaidl cauwlily -
oo 3 e aodiows ($3LaTBYY gailt Ol EUD juud (Sasg (756,9
ple Al 29 (HLAIYI 2 530 Loy cllalld g Ol ylalia™

A2 joxe 313 juw Aalalt A1) e daud dlel po
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:aails .5

FISHI (e Aalall A3j1el 2 201E Gty lawd ) Ggiuwe H pilul da
Coad| B (SaLaiBY ) 5 Jaiu| @ (pag STWIg (GuB y )l A lu!
Calizneg ¢ Hlawd | Golue Ol @il Ao x| @duall 52U Comg dwl yll) 00D
ALaiBY) 2 1p AF Sadst) Jalgal) @B mgd 9 Aelalt A3)1et) Loy 2 Ol yskalily
logios A3Matt  Llo 38 @ (a9 2016-1990 5 at I 6,50 5t
Oligiud) JLaiB¥) codon 9 Logio ASealiond! A3al Aacds ddod duad
SALaTBY ) Aall Jeal AUG jall Legho A9l )bl jd

N A eua) Soiue D AT glaltl S Uall ) Ayl Sdew A g
1359 Aaiie sl a)liie e plalt BLAYY £lad ) (gedl Jalsall (e dadtall
S50 LAY o9 Aol LGN 2 dab) Ay O (98 (UG (1D al
(Al 25305 LIS o (93 cdlall 3aly) ray Les Al LD caniay b yay
PNV-IRC-T « g (i (PP Cllalt Adait Oiayieht I e gl @i SN po ¥
2501501 ALalBY ) dle ilay AN Al Sl e Al Hal) Adln
Alelad Calie

QUL ey 2315t 2 Aelal) A331eb duay OF Awlydlt S LeS
SO pde sl A9 rid) ASlatt (e S 35 Wyl yaku) ple Cltu
Aadla AT OIal (S| pldad¥ ElThg SSpilal! (Blgw®) 2 daditl jlawi
Jormid! jlawl (SLamaY §)Sdamtt Ol Ad e delalt A3j1ed Jasu Les
AT g Caald S Ol SoW 1 (e dadalt @l

Aaily Oyl (ySiad @il Jume of o VAR 23500 e alaie¥lyy
S ¢ AQUB) ALSY o A3 9N jome (v ST AGa Lt @o@Y g Ads Ll
ALaBY) Ayl daslhae lgde Jant! LU pladae Of zdllg «(galal@¥
@2l 31 LA o Zhgeddt IS (3o (1l Cop (631 )1 ALY 28199
e dwuSe A3de 399 F) ABLLW L (@ual) Jdae Gle A3)I gl jone (pe
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oo Y0 42,07 i Aom ydl) Spdll i 31 ¢ LW ol L1y e
UG ylawd owl@El @B 3 2 O il

AGyLudt @al g ddalud) dai@y oprwdd (a3 AL jone Of (1S LeS
St (AIUA) ALSH UGl Hlawd SwlE @830 Mies @il (e JSI
A9t (e e @Al Jual  alaul s3I ETLa Ol Coo (galalBY
2 Ot pudt (po V058,47 i Ayl Okl OF z3geid) I (1o (1 LaS
SN 92 253U 5 pe Ol ADLEN Aud QY Awdllyy . Aelalt A3)16t o)
dEd doglt ALBYI 2 A3 el jome g Al (i ABMal) ol 2. quwls)!
b puslal) Sy dlI (it (p0 (S3LBY gl O i Lo (Lo e (1G
LA3)all olgt Loy

Sale L st 2 5 4AN (Siie (uesd LGLE Awlyldl ol ZALLY Lad
Cile g pmiid) Jmipaiy s Lddl (e Jusalt S (o (plall BLAYY Al 2. 100
223501 9 Ao Laix W1y A0 LuaiBY ) A el ddes Ledlall 1 Ao ged!
JIEOY 59 s I ALY L (Olelladl) ABIS (n A2 LaiBY) 3yl gl Jalall
LAl I Ol amtl 2 Al g plat) M gd) padalg zL0| 2yl iie (e
& (AT cdlalt ddasi g dgeld! dddeall (8 @ALuS A1 Ao LGN
e ool 2 ddial Sy Aa3H Jagei! jalae a39id e Jeall b)g
OB gyt Hlawh Al o Oluluud! old Ja Les (Ad g ridt dalantt Sial
Dl ola Hled) Wi 2 Lgadsd Sy
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:2aljall dalls .6

ALaBY 2 @il O¥uae 2 jualt jlawl OLAET 331 (g pilg ugl! (s det .1
Aaely 2l Ayla¥ig ALalBY aglalt HLAY) Asels Alme (S U1 g 32)Y)

.10-9 (o 2010 3 suats @Il (Jua gl

2 il O¥uney G juall yaw (pa IRt JelS ABMe HLst (pedlw dest .2
A )00 3ot Orlunwdtt o131 Al ((2014-1970) & malr dgodad dwys ,51

.3342 2015 (7 suat (at3),

OIALY Al ys @il le Auddiy Adle COipdie 51 (cisSyalt Al e deme @l .3
sdalt AdGiue Cigog Alme (2000-19855att (1 pat (1 5Ll g 5 ylidne Agals
.103 .o 2006 .31a1 16

Auwlyy 05 L eiuadl Caligiul g Audat) uEd) Awlwd) «B8gy3 @S dese 4
A4 sualt Eylanatt 2 A pal AgeslSY A 2011-1999 4 jman addsn
272 (4= 2014

1999 a1 & @il Oladowey Agudld) (a31eal) ey Judd e e WD
b Sy (o LAY ctalt (Jlac¥) 5)1a1g AKd) I O LalBY Alxe (2009
195 ., 2014

ALaiBY! 2 @il Juaey A)stl Jae (ny ABMal) HLAS gl SLE Jae .6
=3 (e 2014 a1 16 adalt Aya%W1y AaLalBY aslall CaSIH Ase (B0 yalt
A4

2011-2000 51501 2 @daitt Ofadoeg dodaid) Awbwd) Shidsd (hudd gty .7
204 o 42013 462—61 z&‘é-\aﬂ J\eahaﬁ! ‘5‘9:-9 a.\:.q.ﬁ

ALaTBY ) AwdlS A3 55 9 ped L)l Flie y9d  eld aled iy il Hlowy .8
W HLaAl 2 A palt AuaddISY Y Alone ¢ Acan@d Aulidod Aty 1601 jadl idaglt

233 ) L2014 ¢ 14 Adall ‘ﬂ)h:ﬂd.ﬂ

.69 .0 2016 goiudt pa SN 931 pomll ARTI g S3LTBY Y yokallt (1 jatt iy .9
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daMall .7

VARSI jldsd¥i plad gaged ,udds gt (1) af) dalall
Vector Autoregression Estimates
Date: 04/02/18 Time: 13:36
Sample (adjusted): 1993 2016
Included observations: 24 after adjustments

Standard errors in () & t-statistics in [ ]

DIPC DDSB DDM2 TC

DIPC(-1) 0.528326 31.32263 -18.44213 -0.001202
(0.20695) (35.3169) (26.4147) (0.00109)

[ 2.55296] [ 0.88690] [-0.69818] [-1.10240]

DDSB(-1) 0.000196 -0.599298 0.244752 -4.10E-06
(0.00094) (0.16005) (0.11971) (4.9E-06)

[ 0.20906] [-3.74443] [ 2.04459] [-0.83068]

DDM2(-1) -0.000775 -0.732712 -0.395412 -2.49E-06
(0.00156) (0.26552) (0.19859) (8.2E-06)

[-0.49793] [-2.75958] [-1.99112] [-0.30391]

TC(-1) -66.11059 7569.934 -4707.390 0.265805
(40.7388) (6952.39) (5199.92) (0.21457)

[-1.62279] [ 1.08883] [-0.90528] [ 1.23881]

c 5.292997 -452.1577 275.6341 0.031251
(2.17789) (371.674) (277.987) (0.01147)

[ 2.43033] [-1.21654] [ 0.99154] [ 2.72446]

R-squared  0.420741 0.584711 0.297674 0.177849
Adj. R-squared  0.298792 0.497282 0.149816 0.004765
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Sum sqg. resids
S.E. equation
F-statistic

Log likelihood
Akaike AIC
Schwarz SC
Mean dependent
S.D. dependent

264.6476
3.732134
3.450137
-62.85867
5.654889
5.900317
6.385417
4.456910

2016-1990

0.007341
0.019657
1.027528
63.05306
-4.837755
-4.592327
0.032667
0.019704

Determinant resid covariance (dof adj.)

Determinant resid covariance

Log likelihood

Akaike information criterion

7707607. 4311658.
636.9172 476.3710
6.687817 2.013240
-186.2105 -179.2399
15.93421 15.35332
16.17964 15.59875
14.86667 0.466667
898.2984 516.6409
3.51E+08
1.38E+08
-361.1318
31.76098
32.74269

Schwarz criterion
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wl@l @B, Walne LB1ed Awwl@Eh OfyLasY gio (2 af) dalall

Elglud ) ylaw®

Breusch-Godfrey Serial Correlation LM Test:

F-statistic2.318611
Obs*R-squared5.143605

Probh. F(2,17)0.1287
Prob. Chi-Square(2)0.0764

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic2.179265
Obs*R-squared7.548039
Scaled explained SS3.816830

Prob. F(4,19)0.1104
Prob. Chi-Square(4)0.1096
Prob. Chi-Square(4)0.4314

Series: Residuals
Sample 1993 2016
Observations 24

Mean 6.63e-12
Median 0.207966
Maximum 7.352301
Minimum -5.081646
Std. Dev. 3.392111
Skewness 0.411643
Kurtosis 2.613667

Jarque-Bera 0.827053
Probability 0.661314
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2016-1990

Wil same Aalae B0l Aewl@h OfHLARY @h (3) ad) dalall

Breusch-Godfrey Serial Correlation LM Test:

F-statistic1.281047
Obs*R-squared3.143337

Prob. F(2,17)0.3032
Prob. Chi-Square(2)0.2077

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic3.452143
Obs*R-squared10.10119
Scaled explained SS7.857205

Prob. F(4,19)0.0279
Prob. Chi-Square(4)8850.0
Prob. Chi-Square(4)0.0970

Series: Residuals
Sample 1993 2016

Observations 24

Mean -1.03e-07
Median -23.73850
Maximum 1385.369
Minimum -1266.394
Std. Dev. 578.8898
Skewness -0.058531
Kurtosis 3.482222

Jarque-Bera 0.246242
Probability 0.884157

-1500 -1000 -500 (o]

500 1000 1500
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Abstract :

This article aims to accounting disclosure disclosure, which is important
in financial accounting as well as in international accounting standards
and its role in improving the quality of accounting information; We have
tried to show that accounting disclosure is the one that provides the
parties concerned with sound, honest and reliable accounting information
so that they can use it with confidence in their various investment
decisions.

Keywords: accounting disclosure, quality of accounting information,
financial statements, beneficiary parties.
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Abstract :

A strong and effective banking system is essential to the soundness
of the economic system in any country, it provides institutions and
individuals with funds in one installment or in installments on fixed dates
in accordance with the rules and conditions for granting loans, this study
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aims to test the effectiveness of linear programming in rationalizing the
decision to grant bank loans, the study was dropped on Algeria’s largest
bank, the Agriculture and Rural Development Bank, the Guelma Agency,
the study highlighted a set of results, most notably that the use of linear
programming method aims to achieve and maximize profits and this
depends mainly on the effectiveness of the formulation of the linear
program, which helps in making, rationalizing and guiding the decision-
making process.

Keywords: Bank loans; decision-making; written programming.
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Abstract :

The purpose of this research is to identify the contribution of the ERP system to the activation of the
accounting information system in the economic institution by addressing the nature of the ERP system
by defining it and clarifying its advantages and the requirements of its good application, through the
accounting information system as one of the most important information systems in the institution.
Through its concept, characteristics and functions, and to the contributions of the ERP system to the
activation of the accounting information system.

One of the most important results achieved through this study is that the enterprise resource planning
system is one of the most important means of information technology designed and the wave to
activate the accounting information system through two aspects, namely the information and data and
the side of the system itself and its contents, Information and operation processes. In terms of
information operation, the ERP system ensures that the accounting information system has integrated,
timely and appropriate data (information completeness). This results in the outputs of the accounting
information system as well as quality, In the side of running processes and be done through the
coordination of all subsystems in the accounting information system in the enterprise with each other
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and integration (processes completeness), all this leads to the activation of the accounting information
system in the economic institution and give it a competitive situation.

Keywords: Enterprise Resource Planning System, Accounting Information System, Activation of
Accounting Information System.
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Résumé: Dans son article intitulé «What is Business Ethics?» (Drucker P.,
1981b) Drucker a critiqué les éthiciens des affaires de I'époque pour avoir
réduit considérablement la discipline en matiéere d'éthique des affaires et que
leur version de I'éthique des affaires était une forme de la casuistique qui
fournit un argument illégitime pour les apologistes des affaires.
Cet article est divisé en deux sections. Dans la premiere section, nous
présentons I'approche de Drucker en matiére d’éthique - ce qu’a dit Drucker
dans son article de 1981 - et dans la deuxieéme section, nous présentons les

critiques de cet article formulées par des éthiciens bien connus.
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Abstract :

The purpose of this paper is to clarify the way shared value created in
small and medium-sized enterprises (SMEs), we provide Lunicore
company model to create shared value. Based on the qualitative research,
the authors analyze a single case study of Lunicore Student Consulting
AB company. We found that small and medium-sized enterprise
Lunicore create a shared value for university students, society and
business companies due to some element that characterize the small and
medium-sized enterprise.. This overview may help and give ideas to
owners and managers of SMEs to rethink their overall business strategy.
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INTRODUCTION

Creating shared value was one of the hot topic research in the
field of business management in the last few years and still in time
being. After porter and Kramer wrote about this new concept it
becomes one of top research interest for most of research in
business management. These researchers address the concept of
shared value and provided case studies for more understanding of
the concept, however they focused on how big companies applied

this concept such us Nestlé, DANONE, Ayala group.

A few researchers address the concept of shared value in small
and medium-sized enterprises (SMES); there is a lack of knowledge
about the process of shared value application in small and medium-

sized enterprises.

Most economies are based on small and medium-sized
enterprises, According to porter and Kramer creating shared value
could improve the society conditions and company
competitiveness, so if we could apply the concept of shared value
in small and medium-sized enterprises it will be the next big thing

in the field of business management.

The fundamental problem of this study is related to the process
and the way small and medium-sized enterprises in general and
Lunicore company in particular creates business value and social
value, , so the question is: How small and medium-sized

enterprise Lunicore created shared value?
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I- Theoretical background:
1- What is shared value creation?

Shared value links the societal agenda with the financial agenda.
It’s where businesses understand that their own prosperity is
dependent on the surrounding socio-economic conditions, and that
there may be a business case for investing in societal problems or
needs (Preston.P, 2017, p4).

Shared value is about linking profitability with societal needs.
Profiting from improving social outcomes is a marriage that sits
uncomfortably with some people; however it is a very effective
marriage because the business sustains its involvement due to
financial incentive. In the same time It’s embedded in core business
operations and mobilizes greater resources, whereas donations and
community programs come from limited ‘budgets’ or allocations.
In addition to that it’s leveraging what the business is good at or has

in abundance, which maximizes social impact (Preston.P,2017, p4).

Shared value is driven by improving the competitiveness of a
firm, rather than personal values (moral) or redistribution of wealth
(e.g. philanthropic) considerations, like other incarnations of
strategic CSR, shared value aligns CSR activities with core
business activities to generate business returns and thus create a
business case for sustained commitment and investment, Shared
value positions social engagement as a “long-term investment that

IS intrinsic to business success (young, 2012).
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Shared value is not just for large global consumer companies.
Small and medium sized enterprises have also begun to embed
Shared Value strategies into their business mandates. Put simply,
solving social problems as a way of doing business is the

responsibility of business of all sizes.

Shared value concept presented by porter and Kramer did not
address the way this concept works with small and medium
enterprises, in fact most of researches connect this concept with big
large companies such as; Nestlée, DANONE, AIG, AYALA
GROUP, there is a little research on shared value concept in small
and medium enterprise and there is a lack of professional
knowledge to apply this concept for SME’s.

2- Requirements for shared value creation:

To be able to create shared value, a company needs to have a
clear understanding of its short, medium and long-term
stakeholders. A company should monitor stakeholders for the
emerging matters, which might affect them; the external
environment can also have an effect to the stakeholders. By
constantly monitoring the environment with the help of the five
forces; threat of new entrants, threat of substitutes, bargaining
power of supplier, bargaining power of buyers and industry rivalry,
the company is able to be proactive with the stakeholders
(llmarinen.p, 2017, p39).
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Defining the primary stakeholders can be difficult, and
depending on the industry, they can include shareholders,
customers, employees, partners/ suppliers, and communities/
societies. A company should realize, which are the needs and
motivations for their primary stakeholders, and turn them into a
stakeholder value. Stakeholders can bring attention to critical
societal issues, which a company might otherwise ignore. Close co-
operation with stakeholder can also increase the level of trust and

respect (Ilmarinen.p, 2017, p39).

Defining the primary stakeholders can be valuable for company:
(Preston.P, 2017, p4)

» Businesses can develop profitable solutions to social and
environmental problems.

 Charities can access resources residing in the private sector to
make an bigger Impact.

* Government can save money by becoming enablers of deeper

partnerships between businesses and community organisations.

3- Ways to Create Shared Value:

Porter and Kramer summarized the three core pillars of shared
value, firs; reconceiving products and services, Companies can
meet social needs while better serving existing markets, accessing
new ones, or lowering costs through innovation. Secondly; by
redefining value chains, Companies can improve the quality,

quantity, cost, and reliability of inputs and distribution while they

-192 -



I.Kherchi, M.Fellague, S.A.Haddou

simultaneously act as a steward for essential natural resources and
drive economic and social development. Thirdly strengthening
local clusters to compete, companies need reliable local suppliers, a
functioning infrastructure of roads and telecommunications, access

to talent, and an predictable legal system (young, 2012).
4- Can SME’s create shared value?

The companies used by Porter and Kramer to explain how this
pillar of shared value creation works are all large multinational
companies with great market power and financial capital, while the
companies in this research are mostly small and medium sized
enterprises with little market power which are often price takers.
This does not mean that SMEs cannot create shared value.

SMEs are more agile and can quickly adapt and incorporate new
practices, whereas larger organizations often struggle to make
meaningful change at scale. For a small or medium-sized
enterprise, it is also easier to get a full picture of their footprint: in
the case of a large company with an extensive supply chain, it is
hard to establish if their sourcing practices are sustainable every
step of the way, down to their last contractor. Companies are also
likely to succeed at using business as a force for good if they start
measuring and managing their impact when they are just forming,
plan around their findings, and then continue to track
environmental, social, and governance metrics as they grow. SMEs

also have the unique opportunity to engage their entire team in
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impact awareness and communicate their mission and goals
throughout the organization, creating a culture of ownership and

accountability amongst employees (Ennes.N, 2014).

As porter and Kramer showed that shared value creation requires
three main steps; reconceiving products and markets, redefining
productivity in the value chain, Enabling the development of local
clusters. SMEs tend to be relatively more dynamic and agile than
larger organizations, and more ready to learn (I Wang.M.H,
Yang.T.Y, 2016, p80).

SMEs can leverage shared value to drive innovation in their own
product and service and create competitive advantage. For
business-to-consumer, this may include reconsideration of existing
business models to build a platform or bookend business model
where high-value activities such as R&D and design are matched

with increased customer engagement (Young, 2012).

For reconceiving products and markets; SMEs often show great
flexibility, especially with regard to the modification of their
products and services. This ability to innovate because of their lack
of resources. This flexibility and this ability to reconceive products
and markets is increasingly reflected in changes in the practices of
SMEs due to the Pressure of social and environmental concerns
(Gautier.A, Badea.A, Douce.S.B, 2014, p6).

Small to medium businesses, particularly those that operate in a

business-to-business model, will come under increasing pressure to
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meet social and environmental criteria from their larger clients
While SMBs are less likely to face the same degree of reputational
risk as larger multi-nationals, moves by larger players to address
such risks are likely to ripple up through the supply chain (Young,
2012).

The redefinition of the value chain is also mobilized by SMEs
that are increasingly aware to take into account the environmental
Impacts on their value chain. This sensitivity of SME managers is
explained in different ways: institutional pressures, values of the
leader, but also belonging to the value chain of a large company.
Thus SMEs are among the key players in the creation of shared
value described by Porter and Kramer, even if it is the initiative of a
large company. Finally, the local embedding of SMEs with their
stakeholders leads managers of this type of organization to have a
particular approach to their value chain (Young, 2012). SMEs can
also redefine the productivity in the value chain by using the
research and development service in order to reduce CO2

emissions, water use pollution and electricity use.

Small to medium businesses play a central role in the definition
and health of clusters. New businesses, which are typically smaller,
may be able to identify opportunities that create regional advantage,
relative to incumbent businesses. Participation in a cluster has the
potential to drive the uptake of social innovations through more

rapid diffusion of innovations and new norms. Clusters can also
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increase the likelihood of SMBs recognizing CSR issues as being
important to their business, Participation in a cluster also provides
opportunities to share resources and costs related to CSR initiatives
across multiple businesses this can help reduce the inherent
“limitations and risks associated with pursuing the CSR agenda by

SMEs on their own (Young, 2012).

We see that SMEs have strong links with their economic network
and more tightly connected with their local community. In addition,
clusters are often composed by a majority of SMEs. So this lever
seems quite appropriate for this type of organization. It is precisely
this last lever that we propose to observe as potentially
discriminating among SMEs in the context of this study. SMEs
contribute also in the cluster development by partnering with
universities, labor association, non government organizations and

with every effective part in business.

I1- Research methodology

We used the qualitative research. The qualitative research can be
defined as an approach that seeks to describe, decode and translate
phenomena in terms of meaning rather than frequency .Qualitative
research allows the researcher to gather information and do an in-
depth exploration of issues, and therefore follows a less structured
format with fewer respondents than quantitative methods
(Bellenger, DN, Bernhardt, KL & Goldtucker, JL, 1989, p14).
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Furthermore, qualitative research uses words, sentences and
paragraphs rather than numbers. Unlike the quantitative methods
used to test a theory and make generalizations about populations,
qualitative methods are used for gathering deep and rich
information. Summarized the advantages of qualitative research as
follows: (' Sen.S, 2011)

- A method enabling the researcher to understand and explain the
personal experiences of individuals.

- Emphasises people’s understanding and interpretations, and can
be used for very narrow studies as well as holistic studies that
examine the totality of a situation.

- Allows the researcher to experience research issues from a
participant’s perspective.

- Uses a combination of techniques and may even invent methods
to provide a broad understanding of a social situation and tends to
focus on human interest issues that are meaningful to everyday

Managers.

This qualitative research approach is appropriate for our study
because this kind of study required a lot of information and high
understanding for the situations, initiatives and social activities of
this small and medium enterprise. In addition to that there are a lack

of studies and research on this topic when it comes to SME’s.

Within the qualitative research, we use a case study approach to

investigate the idea of shared value in SME’s. We aim to provide a
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theoretical and practical contribution to enhance the understanding
of how SMEs engage in the concept of CSV.

We collect data and information based from Lunicore reports,
online meeting with Lunicore founders, and observations; the
authors analyze a single case study of Lunicore company. The
objective is showing how shared value concept applied in small and

medium enterprises.

This paper is organized as follows; the first chapter contains
three sections: The first section gives a brief overview of
Shared value and entrepreneurship, the second section examines
the process to create shared value and the third section examines
the level of shared value. In the second chapter a case study is

presented.

I11-CASE STUDY::

1-Lunicore Student Consultant

Lunicore is a limited liability company run by students with Lund
University as majority hareholder and with a turnover of
approximately SEK 6 million. Lunicore have 80 employees who all
share the values of the drive, professionalism and innovation . The
employees are represented by 40 different educational programs,
which means that Lunicore can build interdisciplinary teams. This
in turn means that Lunicore constantly get new perspectives, are
challenged and developed. Lunicore work towards the goal of being

twice as large by 2020, with the aim of even more students being
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able to build the bridge between the academy and the business
community (www.lunicore.se/om-o0ss, 22/05/2019).

2- Lunicore consulting team: Mission and vision

Lunicore often work in interdisciplinary teams where students from
different educational programs are hand-picked to suit the project's
character. The opportunity to mix different competences and
educations creates innovative solutions where the project team can
analyze problems from several angles.Lunicore has 80 of Lund
University's most driven students and represented 11,000 project
hours for 2017 in term of education programs
(www.lunicore.se/om-oss, 22/05/2019).

Lunicore's business concept is to offer qualified and cost-effective
consulting services provided by students at Lund University.
Lunicore mission is to create a bridge between the business sector
and the public sector in southern Sweden and students at Lund
University. Lunicore vision is to be involved and contribute to a
more  innovative  and innovative  southern  Sweden
(www.lunicore.se/om-o0ss, 23/05/2019).

3- Lunicore services and initiativs for shared value creation:

Lunicore provide a lot of servises in deferent business field such us
Management, communication, information technology:

3-1-Management:

Management is lunicore widest business area. The field contains

four different areas: technology, market, operational development
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and sustainable business. Lunicore interdisciplinary expertise helps
us strengthen your company's efficiency, product development and
competitiveness. From current situation analysis to establishment:
(www.lunicore.se/om-oss, 23/05/2019).
3-1-1-Technique
Having the latest technology is a prerequisite for being a market
leader. It is not the easiest today, considering how quickly demand
and supply change. Through our methodological work with
interdisciplinary teams from, among others, Lund University of
Technology we help you with your product development. We
evaluate your products based on the requirements specifications
your business requires. In addition, we help you to develop 3D
modeling and  excell programming, which  produces
calculations. This type of project is usually carried out in
interdisciplinary teamwork within business leg management.
3-1-2-Market:

lunicore help companies to analyze the market you are in
through a market analysis.
3-1-3- Operational development
In order to streamline and develop an operational activities,
lunicore provide help by identify problems and then evaluate the
strengths and weaknesses of different solution options. This type of
project is often done by breaking down processes and investigating
processes, for example through process mapping and process

optimizations.
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3-1-4-Sustainable business

lunicore help companies with, among other things, CSR
strategies , life cycle analysis (LCA) and salary surveys .
3-2- Communication

Digitization and corporate communication are becoming
increasingly important. As a result, organizations increasingly need
external help to meet their communicative goals. Lunicore's various
types of expertise enable us to offer advice that is tactical, strategic
and creative in equal measure. We help you with communication
strategies, graphic design and social media: (www.lunicore.se/om-
0ss, 229/05/2019).
3-2-1- Web Design

Lunicore help companies by developing and design a website
from scratch. If a company already have a website, lunicore provide
help to search engine optimize (SEO) it, make it more user-friendly
(UI'/UX) for the visitor or to create good content .
3-2-2- Visual communication

By arranging pictures and texts in a manner that facilitates the
recipient, the chances of a company message landing as desired
increase. The visual communication is therefore a prerequisite for
creating a dialogue with a company audience. lunicore offer
graphic design services , where we also produce visual content such
as photo and moving image . To know which guidelines a company

should relate to, lunicore can help you develop a graphic profile .
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3-2-3- Strategic communication

Lunicore offer  guidance on both the development and
implementation of communicative strategies in a number of areas:
social media , change , gender equality and sustainability . In
addition, lunicore can also develop communication policies and
communication plans .
3-2-4- Brand management

lunicore help companies with employer branding as well as
corporate branding . This through services such as brand
positioning , storytelling , launch , target group analysis , as well as
event and influencer marketing.
3-3- Information technology

Lunicores always strive to work agile during the project.
Lunicores performs, with access to a wide range of excellence,
projects for both start-ups and larger companies. Lunicores carry
out projects within everything from web and app development to
Al and more advanced analyzes of different data:
(www.lunicore.se/om-o0ss, 29/05/2019).
3-3-1- System and web development

In order for a system or a web page to work well, it needs to be
properly built from scratch. But there also needs to be a good idea
about the flow from the start. With understanding of a company
business, lunicore create systems that can relieve your

administrative burden, improve internal communication and
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simplify relationship management with your stakeholders . lunicore
develop user-friendly front-end and reliable back-end .
3-3-2- App development

Lunicore develop mobile applications for both iOS and Android.
We then use iOS native , Android native and cross platforms like
React native .
3-3-3- Mapping System

A mapping project involves a mapping of a company's IT
systems and processes. Many times companies have more systems
than they need, or unnecessary manual steps that can be automated.
By identifying which systems can be removed and how a company
systems can be centralized to the greatest possible extent, a
company saves on unnecessary costs and manual working hours.
Lunicore will be happy to help you make this so-called system
mapping .
3-3-4- Analytics

Lunicore help you with projects that include everything from
business intelligence to Al . With the help of our interdisciplinary
consulting teams, Lunicore have a combined competence in
mathematics, statistics and programming . Just the combination
needed to give a company the insight needed to optimize the
business.
4- How Lunicore created shared value:

Lunicore student consulting AB hires top students at Lund

University to perform consultancy services. The business idea of
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Lunicore is to sell qualified consultancy services to a lower price
than their competitors and at the same time function as a bridge
between the students and the labour market. Lunicore was founded
in 2001 when two students identified a problem in the form of a gap
between the university and real work life. Too often students do not
get the practical experience and network that is expected from them
by future employers (Aru.S, Waldenstrom.L, 2014, p41).

5- Lunicore strategy and value creation:

Lunicore strategy is based on using Internal resources to gain a
competitive advantage and create value for stakeholders, Lunicore
takes responsibility for students’ need for practical and relevant
experience during their education. They also match the knowledge
and skills demanded by future employers by arranging education
and training programs in for example excel, case interview skills,
programming of different apps, which functions as complement to
their education from the university. Having Lund University as
their owner, gives strength and legitimacy to their business idea.
Lunicore uses this legitimacy together with knowledge of what
skills the labor market demands, to advocate for and influence what
IS being taught at the university. This improves the education and
hence also the University’s ranking. While building a business
model around a social issue they simultaneously create value for a
two social groups, the university and its students, and generate
profits for the company (Aru.S, Waldenstrom.L, 2014, p42).
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The competitive advantage of Lunicore is linked to their students
consultants, they are a very clever students with a high motivation
and aspiration , these students consultants provide a very high
quality consulting services because they want to make relationships
and contacts with corporations to be the best available in labor
market  (Skype and phone calls with Lunicore founders,
01/06/2019).

Lunicore provided a social value for their own consultants by
providing wages and valuable experience in addition to network or
relationship with companies and possibility of recrutement.
Lunicore also created a business value by making profit from
selling consulting services (Skype and phone calls with Lunicore
founders, 01/06/2019).

Conclusion:

The new idea shared value provide a big opportunity for small
and medium-sized enterprises to make more profit and achieve
growth, in the same time solving a social problems and create value
for society, Lunicore have already start to change the way of doing

business and apply the concept of shared value.

The paper makes a number of significant theoretical
contributions to the literature. First, we make useful analyses for
shared value creation and corporate size. Second, this study

demonstrates why small is matter for shared value creation.
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The results of this study enrich the shared value creation
literature by suggesting that small and medium-sized enterprises
could have an influences on society and environmental and are
appropriate to create shared value for several reasons; SMEs could
define a social need, Measuring it and create an optimal innovation

structure.

SMEs are more agile and can quickly adapt and incorporate new
practices, it is also easier to get a full picture of their footprint, and
to engage their entire team in impact awareness and communicate
their mission and goals throughout the organization in addition to

ability for innovate because of their lack of resources.

In addition, we make a number of empirical contributions;
Lunicore provided a set of consulting services in many business
fields; Management, communication, Information technology.
Gathering value creation from all of these deferent fields and the
small size of lunicore lead to shared value creation in high degree.
Lunicore social and business services provided value for university

students, society and business companies.
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Abstract :

This study is a contribution to the current debate on the
phenomenon of the informal sector, which has become a global
phenomenon in all countries of the world, but it has greatly
increased in developing countries and reached serious rates.

The study focuses on the situation of Algeria by identifying
the size of the informal sector and the exposure to the main factors
that led to its growth and its effects on the national economy, then
the strategy of containing it and moving to the formal economy.
Keywords: Informal sector ,Informal employment , Algeria, formal
economy, unemployment.
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1.Introduction:

Nowadays, diverse studies and researches revolve around the
issue of informal economy, This phenomenon that has different
labels: hidden economy, non observed economy, non organized
economy, parallel economy, Shadow economy, etc.

According to the international labor organization report, the
informal economy recruits 61% workers worldwide, 93% are
deprived of their legal rights and social protection-worse than that,
half the workers have informal jobs if we discard agriculture. 85%
of jobs in Africa are informal, 68% in Asia and pacific, 68,6% Arab
countries and 25% in Europe and Asia Minor.

In Algeria, the growth of the informal sector coincided with
the transition period of the national economy and the reforms
accompanying the policy of economic openness and the direction of
the market economy and the resulting high unemployment rates and
low incomes of individuals and low standard of living.

The contribution of the informal sector to non-agricultural
GDP has been estimated at 45 percent for algeria in 2012 and it has
45.6% of the total labor force outside the agricultural sector.

This research paper tries to project the causes of informal
sector growth and its repercussion on Algerian economy and the
ways to incorporate it in formal economy, through a study of the
following points :

Definition of the informal economy;

Measuring the informal sector;

The reasons for the growth of the informal economy;
The extent and trend of the informal economy in Algeria;
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- The effects of the development of informal economy on the
Algerian economy;
- Strategy of transforming to the formal economy.

2. Definition of the informal economy

In 1970s, the first who coined the term “informal sector” is
Keith Hart, an anthropologist, to describe the scope of
unregistered economic activity operating in Accra, Ghana
(Keith Hart,1973, p 61-89), He noticed marginal urban
productive activities of self-employed to satisfy their own
needs. At that time, these kinds of activities were ignored by
politicians and economic researchers and in national economic
accounts, which require their introduction in the development
strategy.

Thus, the ILO (International Labor Organization) Kenya
report on employment aimed to formulate this concept, in
1972, where the term “informal sector” is used to describe the
activities of poor workers who worked very hard to survive and
meet their own needs but who were not recorded or regulated
by the state authorities, This report is based on the dualistic
view of the link between the formal and informal economy and
that the informal economy has positive effects on the official
one (labor market and distribution of incomes) .

Hence, this concept became a crucial part of the economy,
and attracted the attention of politicians and economic
researchers.

Furthermore, basing on the report of Kenya, the ILO
undertook several studies on the informal sector (1993, 2002,
2003), where it brought new developments to this field each
time, Meanwhile, all the definitions of the informal sector
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included poverty, marginality and underemployment (Soumia
Bouanani,2013,p10).

According to the fifteenth international conference of labour
statisticians: (Economic Commission for Africa,2007,p3)

- The informal sector may be broadly characterized as consisting
of units engaged in the production of goods or services with the
primary objective of generating employment and incomes to
the persons concerned, these units typically operate at a low
level of organization, with little or no division between labour
and capital as factors of production.

- Production units of the informal sector have the characteristic
features of household enterprises, the fixed and other assets
used do not belong to the production units as such but to their
owners Expenditure for production is often indistinguishable
from household expenditure Similarly, capital goods such as
buildings or vehicles may be used indistinguishably for
business and household purposes.

- Activities performed by production units of the informal sector
are not necessarily performed with the deliberate intention of
evading the payment of taxes or social security contributions,
or infringing labour or other legislations or administrative
provisions. Accordingly, the concept of informal sector
activities should be distinguished from the concept of activities
of the hidden or underground economy.

The conceptual framework endorsed by the 17th ICLS
relates the enterprise-based concept of employment in the
informal sector in a coherent and consistent manner with a
broader, job-based concept of informal employment.

A person can simultaneously have two or more formal
and/or informal jobs, Due to the existence of such multiple
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jobholding, jobs rather than employed persons were taken as
the observation units for employment. Employed persons hold
jobs that can be described by various job-related
characteristics, and these jobs are undertaken in production
units (enterprises) that can be described by various enterprise-
related characteristics (Ralf Hussmanns,2004,p4).

The 17th ICLS defined informal employment as the total
number of informal jobs, whether carried out in formal sector
enterprises, informal sector enterprises, or households, during a
given reference period, Included are: (Economic Commission
for Africa,2007,p8)

Own-account workers (self-employed with no employees) in
their own informal sector enterprises ;

Employers (self-employed with employees) in their own
informal sector enterprises;

Contributing family workers, irrespective of type of enterprise;
Members of informal producers’ cooperatives (not established
as legal entities);

Employees holding informal jobs as defined according to the
employment relationship (in law or in practice, jobs not subject
to national labour legislation, income taxation, social protection
or entitlement to certain employment benefits (paid annual or
sick leave, etc.) ;

Own-account workers engaged in production of goods
exclusively for own final use by their household.

To sum up, there are three related official statistical terms
and definitions which are often used imprecisely and
interchangeably: the informal sector refers to the production
and employment that takes place in unincorporated small or
unregistered enterprises, informal employment refers to
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employment without legal and social protection—both inside
and outside the informal sector ,and the informal economy
refers to all units, activities, and workers so defined and the
output from them. Together, they form the broad base of the
workforce and economy, both nationally and globally(Martha
Alter Chen,2012,p8).

3. Measuring the informal sector

3.1.

There are two broad methods for measuring the informal
sector direct and indirect, Direct measurement requires the
conduct of a survey while indirect measurement entails the use
of other data sources and statistical models.

Direct method of measuring the informal sector

For the direct method, the collection of data on the informal
sector can take many approaches special surveys on the
informal sector, through regular surveys with expanded
coverage such as the labor force or other household surveys or
the establishment/enterprise surveys and censuses and the
mixed household—enterprise surveys.

Many academic researchers have based their observations on
establishment surveys, Their utility cannot be disputed
especially in the absence of alternative sources, However, it is
particularly difficult to find a reliable survey frame for
sampling.

This difficulty could be overcome if there is a strong and well-
organized union association governing the trade, However, this
may prove insufficient for the location of the observation (or
survey) unit, notably in the case of workers with no fixed
location (with movable stalls).
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Sampling and the establishment of a survey frame using
household surveys are both facilitated. However, it should be
borne in mind that the standard approach is designed to
measure an activity that is widespread among the population,
but it is not necessarily effective in capturing certain activities,
the household survey itself may be skewed because poor
household are more inclined to cooperate than their rich
counterparts.

Indirect measurement methods

There are different indirect methods for measuring the
informal sector, including: (Economic Commission for
Africa,2007,p40)

The differential method, which simply allocates the difference
between expenditure and income to the informal sector. It is
based on the comparison of aggregates and account balances
(by analysing the supply and use table);

The flow of goods method, which is based on the same
principle but at a disaggregated level,

The labour input approach, which is based on the labour input
matrix and assumes a stable relationship between the potential
working population (based on age) not incorporated in the
informal sector and production by the informal sector;

The different monetary approaches that assume stable
relationships between economic activity and a few monetary
variables.

A few remarks should be made with respect to these
methods. In many countries that use them, preliminary studies
have established conditions on the structure of national
accounts, thereby establishing relationships governing the
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indirect methods. Given the need to make national accounts
available, these relationships have to be reviewed.

The assumptions used in the indirect methods must be
explained clearly at any time and incorporated into the
methodology and the publications, because they form the basis
of economic policies. For example, for the employment-based
method, the assumption used is that per capita production in the
informal sector is constant in real terms.

Hence, total production is obtained by multiplying this
coefficient by the number of persons employed by branch, This
assumption may be considered strong to the extent that:

- It reflects a possibility of continuous expansion of a branch
(possibility of always finding work, even if this means taking
away employees from other sectors);

- It does not take into account the constraints of branches, such as
availability of farmland.

In regard to the differential method based on accounts,
account balances are often derived from experts’ estimates,
under the system of national accounts, while the validity of the
process can be guaranteed, it lacks scientific scrutiny because it
is not predicated on a statistical process.

In other words, the accuracy of the method is debatable, in
the absence of direct statistical information on the informal
sector.

4. The reasons for the growth of the informal economy

The reasons for the growth of the informal economy often
interrelated and to some extent overlapping, are the following:
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Limited absorption of surplus labour : The limited capacity of
agriculture and the formal economy to absorb surplus labour,
together with increasing numbers of job seekers, has boosted
the size of the informal economy, In countries with high rates
of population growth or urbanisation, the informal economy
tends to absorb most of the growing labour force in the urban
areas when the manufacturing industry and off-farm activities
in general do not grow at the same pace;

Barriers of entry into the formal economy: Excessive costs and
government regulations as well as corruption in areas such as
business start-up, granting of business permits and land titles,
have forced people to remain informal;

The weak capability of formal institutions to provide education,
training and infrastructure as well as other incentives for
structural reforms has contributed to the growth of the informal
economy;

Structural adjustment programmes during the eighties and
nineties have fuelled the growth of the informal economy in
developing countries, the disappearance of public sector jobs
and the closure of uncompetitive businesses have forced many
laid-off workers to find other ways to survive;

Capital is favoured over labour: Global integration privileges
companies who can move easily and quickly across borders to
the disadvantage of workers;

The globalization of the world economy as well as global trade
and investment patterns thus tends to privilege capital and
disadvantage labour, especially lower-skilled workers that
cannot migrate easily or at all (1LO,2002);

Demand for low-cost goods and services : The informal
economy has been boosted by rural to urban migration in
conjunction with the demand for low-cost goods and services
from those employed in the formal and informal economies;
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- Uncommitted or unaware governments: Many governments are
unaware of the economic contributions of the informal
economy and the problems found in it and have therefore found
it unnecessary to intervene because of the belief that the
informal economy would die out, The informal economy has
often been left unattended and has thus had few obstacles for
its growth;

- Economic hardship and poverty;

— There are growing numbers of women that enter the labour
markets outside of agriculture. However, although many
women own or run micro enterprises, only a small number of
women entrepreneurs actually enter the formal economy
(Kristina flodman Becker,2004,p10).

5. The extent and trend of the informal economy in Algeria

The crises in Algeria and its negative effects on the
economic, social and political levels led to the intensification
of the informal economy, which increased to 19.5% of the
gross national product at the end of the 1980's to reach 42% of
the GNP in 2003, And reached 50% of the GDP in 2010 and
45% of the GDP in 2012.

According to an investigation conducted by the national
bureau of statistics, Excluding agriculture, informal
employment represents occupied 3.9 million workers in 2012,
or 45.6 % of total non-agricultural employment; distributed in
the sectors of trade and services (45.3%) and construction,
public works (37%) and industrial activities (17.7%).

According to national employment surveys, the trends of the
labour market in Algeria display strong growth in self-
employment and non-permanent salaried, which essentially
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make informal employment (Philippe Adair ,Youghourta
Bellache,2015,p4)

Non-permanent salaried has grown dramatically: Which
increased from 2203 thousand in 2005 to 3623 thousand in
2014, surpassing the number of permanent salaried for the first
time in 2010, And almost equal in 2014, Then declined by
2015 to 2855 thousand.

Figure 1. Trends and structure of the employed population
(2005-2015)
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In 2006, 54.1 % of the total employed population do not
register with social security and constitute the informal
employment according to the ILO definition, But this rate fell
to 38.5% in 2015(ONS,2015,p12)

The increase in non-permanent salaried in this period
coincided with a decline in the unemployment rate, which fell
from 15.5% in 2005 to 9.8% in 2013 and 11.2% in 2015.
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Figure .2. Development of unemployment rates in Algeria
(2005-2015)
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6. The effects of the development of informal economy on the
Algerian economy

The rising size of the informal economy has many on the
effects official one, Although the analysis of those implications is
difficult, most of economic researches focused on the impact of the
informal economy on allocation of resources and the loss of
revenues for the state, and ignored the crucial role of official
institutions, norms and rules. However, we will stress some effects
of the informal economy on the official economy, as follows:

— The increase of informal economy leads to the deficiency of
stability in economy. Where the existence of this economy
can lead to overestimation of the economic and monetary
indicators, such as unemployment rate, inflation rate and
growth rate, etc.

— The loss of an important part of the revenues on the State
Treasury: The Algerian public treasury loses as a result of

-219-



The informal sector in Algeria

the spread of the informal sector equivalent to 7% of income
tax revenues, while social security loses 20% of its revenues,
which is equivalent to 585 million dollars for income tax
revenues, and 1.7 billion dollars for income Social Security
Fund, which is sufficient to meet the annual deficit of the
social security system, and the estimated tax losses,
especially the value-added tax of 300 million dollars .

This sector poses a danger to the official sector through the
latter's exposure to the large competition with smuggled
foreign products and counterfeit goods, which are sold
without any financial obligation, in addition to the negative
impact these products have on consumer health, China, the
United Arab Emirates, Taiwan, Hong Kong, India and
Turkey are among the biggest exporters of counterfeit goods
to Algeria (Direction générale des douanes,2006,p20),
because in these countries, there is a difficult control over
their industrial products. In addition, these countries are
known with tradition, This is in addition to the spread of the
phenomenon of counterfeiting the invoices of imported
imitation materials, which included almost all products,
including: textile, leather, spare parts, electronic products,
electric appliances, household appliances,, perfumes, food
industries, medicines, cigarettes, The marketing of
counterfeit products that do not have an origin indicates
absence or lack of control over various levels, such as the
Ministry of Commerce, which is legally competent to
monitor commercial operations, the Ministry of Health and
Population which is no longer able to protect public health,
the Ministry of Labor and Social Protection and its role on
protect workers from violations in the field of social
protection.

The workers in the informal sector are working under bad
condition which lead to diseases-also, they are violated from
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any kind of protection-neither medical care nor Social one,
they are working for long hours with less salaries comparing
with the available condition in the formal economy.

Most economic units in the informal economy do not enjoy
secure property rights, which deprives them of access to
both capital and credit, They have difficulty accessing the
legal and judicial system to enforce contracts, and have
limited or no access to public infrastructure and public
markets, Informality may also inhibit investment in bigger
businesses and impede trade because informal firms often
lack the necessary size to exploit economies of scale fully.
Company size, productivity growth and export opportunities
are closely linked. Not only can large firms benefit from
economies of scale, they also have easier access to high-
skilled labour and banking credit(I1LO,2014 ,p9)

Although the negative effects of the informal economy, it is

considered as a substitutional sector in economic crisis and a
source of income for the poor people. Let us shade alight on
some positive aspects of the informal economy:

It is a solution to the problem of Unemployment and it
provides working opportunities and reduces poverty. If the
unemployment leaves the absence of income, poverty,
diseases, social problems, the informal work reduces such
problems because it is considered as a substitutional source
for the incomes, The official statistics shows decrease of
unemployment in Algeria because of the increase of
informal sector, this is what we have pointed out in the
previous section.

it is considered the most dynamic and flexible sector because
of its ease to join it, there is no bureaucracy in this sector
and because it Provides the services and products that the
society need in its daily life.
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7. Strategy of transforming to the formal economy

The transition from informal to formal sector activities, in
principle, is an encouraging sign of economic development. The
formal sector is typically more productive than the informal. It is
also subject to government taxation and social security
contribution, thereby making the overall economy more conducive
to sustainable growth

Changing the face of informal enterprises is a complex
multidimensional process, where policymakers will have to
understand the nature of eclectic categories of informal workers,
their constraints as well as their potential to contribute to overall
GDP.

- For the self-employed or employees in informal enterprises,
formalization generally means registering their business followed
by obtaining a license and ultimately regularly paying taxes.
However, these workers will only be willing to bear this cost if they
perceive benefits from operating formally. These benefits include
enforceable commercial contracts, tax breaks and incentive
packages to raise their competitiveness, membership with trade
union associations, access to government subsidies and incentives,
employer contribution to pensions, and rights to organize and
bargain collectively.

- Informal work is often undertaken because of barriers to entry to
formal work, These barriers include the absence of requisite
educational qualifications and the lack of corporate networks, The
formal sector can bridge this gap by employing people from low-
income households, investing in them through on-the-job training
along with on-field exposure to working systems, A few firms
engage in such processes through corporate social responsibility
(CSR) objectives, However, mainstreaming this process by setting
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targets for hiring people who are found to be worthy of training
would make the formal sector more inclusive ( Monami Dasgupta,
2016)

- In 2014, the ILO developed a comprehensive framework based on
seven key avenues towards formalization (see the figure below)
which emphasizes the importance of vertical integration and
coherence across the range of policies to curb informality, while the
horizontal dimension focuses on intensifying action in each policy
area. These policy areas are: quality employment generation and
growth strategies, the regulatory environment, social dialogue,
organization and representation, promoting equality and addressing
discrimination, measures to support entrepreneurship, skills and
finance; the extension of social protection; and local development
strategies (1LO,2014,p13)

Figure.3. Strategy of transforming to the formal economy
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0

FORMAUTY

Source :1L0,2014,p13
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8.Conclusion

The informal economy currently accounts for more than one-
third of the national product and employs about half of the total
labor outside agriculture, The growth of this sector results in the
loss of a large part of the revenues of the public treasury, It also
poses a danger to the official sector, Which requires the need to
treat and try to contain and take steps to ensure the development of
productivity and organization with the provision of legislative and
social protection to ensure the protection of the worker and
contribute to the maintenance of a decent life away from the
conflict of laws and regulations, and reducing the cost of the
establishment, operation and liquidation of projects and facilitate
financial and commercial administrative procedures, and to fight all
forms of corruption.

Finally, we emphasize that the effectiveness of the measures to
combat or contain this phenomenon is related mainly to knowledge
of all its causes, dimensions and characteristics, which requires the
preparation of studies and statistics in-depth and comprehensive on
the informal economy in Algeria.
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Abstract :

After financial and economic scandals and crises, great
attention to corporate governance has become necessary in all
economies and sectors.

The banking sector is one of the most important aspects in
which the principles of governance must be applied ,to ensure
stability of the financial and the whole economic system.

The Basel Committee has contributed in development of
banking risk management And work to achieve banking stability by
focusing on setting important principles to applying governance in
banking system.

So in This study we aim to investigate the applying of banking
governance principles in algerian banks .

Keywords : corporate governance,banking governance,Algerian
banking system, Basel commitee, banking governance principles
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1. INTRODUCTION

The issue of inefficiency in management and abuse of power in
some institutions at the international level, especially in the United
States of America, In the early 1990s, In addition to the Southeast
Asia crisis of 1997, Which proved to be a crisis of confidence and
administrative corruption, One of the main reasons for the
emergence of corporate governance. Although there are several
alternatives to the term.

2. Corporate governance

2.1 Definition of corporate governance

Studies suggest trading the term corporate governance for more
than a quarter of a century .But despite this some experts confirms
that the term was not known before 1970. So generally corporate
governance refers specifically to the set of rules, controls, policies,
and resolutions put in place to dictate corporate behavior. Proxy
advisors and shareholders are important stakeholders who indirectly
affect governance, but these are not examples of governance itself.
The board of directors is pivotal in governance, and it can have
major ramifications for equity valuation.

And to define corporate governance, we try to give some
definitions that provided by competent international institutions :

The definition of the Organization for Economic Co-operation
and Development (OECD): Governance is a system by which
business organizations are guided and controlled, where it works to
define the structure and framework for the distribution of duties and
responsibilities among company participants such as the board of
directors, directors and other stakeholders.!

The Institute of International Auditors has defined
corporate governance in Tone of the top magazine which is
published by the same institute that it is « Operatios that are
performed through the procedures used by stakeholder
representatives ,in order to provide the supervising and controlling
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risk management ,and to ensure adequacy of controls ,to acheive
the objectives and to maintain the value of the the company through
the performance of governance »?

The definition of the Inernational finance corporate : «corporate
governance is the system which is through it institutions are
managed and effectively controlled,and it is interested in
organizing the relationship between directors ,sharholders and
stakeholders.Also the application of the corporate governance in a
good way led to acheiving sustainable development of the
company »*

Corporate  governance is the system by which corporate
functions are managed.Also corporate governance consists in the
rules and procedures that determine the decision making
,controlling and monitoring processes within the company ».*

Corporate governance is the acceptance by managmement of
the inalienable rights of shareholders as the true owners of the
corporation and of their own role as trustees on behalf of the
shareholders.It is about commitment to value ,about ethical
business conduct and about making a distinction between personal
and corporate funds in the management of a company.®

So from the previous definitions we can give the basic
characteristics of the governance system in the following points :°

An integrated system of financial and non-financial control through
which the institution is managed and controlled.

iIs a set of rules and incentives that guide the management of
institutions to maximize their profitability and value in the long
term.

is a set of laws, rules and standards that define the relationship
between the management of the institution on the one side and
shareholders and stakeholders or parties associated with the
institution on the other.
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Identification of responsibilities within and ensuring the rights of
all parties involved in the organization

2.2 The need for Corporate governance

We can refer to the need of appling Corporate governance in the
following points:’
Corporate governance is beyond the realm of law.
Corporate governance is about ethical conduct in business.
Corporate governance is a key element in improving the economic
efficiency of a firm.
Corporations need to recognize that their growth requires the
cooperation of all the stakeholders; and such cooperation is
enhanced by the corporation adhering to the best corporate
governance practices.
A corporation should be fair and transparent to its stakeholders in
all its transactions.
The credibility offered by good corporate governance procedures
also helps maintain the confidence of investors to attract more
patient ,long-term capital,and will reduce the cost of capital .this
will ultimately induce more stable sources of financing.
Often ,increased attention on corporate governance is a result of
financial crisis.
The faillure to implement good governance can have a heavy cost
beyond regulatory problems.

2.3. Benefits of corporate governance practices :

The application of corporate governance is important for the

following points :®
Improved reputation and perceptions in corporations.
Increase in transparency.
Reduction in Run-In with the law.
Role clarity it is essential to have a clarity in the roles of the
owners and the management people.
Increased profit margins.
Reputation bulding with corporate social responsibility.
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Better rapport with the bank, and this results in building confidence
with the financial side

2.4. The principles of corporate governance

Corporate governance is based on a set of principles, which is
the basis for the application of this system.

The ICGN global governance identified the general principles
(board role and responsibilities, leadership and independence,
composition, composition and appointment, corporate culture, risk
oversight, remuneration, reporting and audit, shareholders rights).’

The organization for economic cooperation and development
(OECD) identified six basic principles as follows:™

-Ensuring the basis for an effective corporate governance
framework: The corporate governance framework should promote
transparent and efficient markets, be consistent with the rule of law
and clearly articulate the division of responsibilities among
different supervisory, regulatory and enforcement authorities.

-The rights of shareholders and key ownership functions: the
corporate governance system should protect and facilitate the
exercise of shareholders rights.

-The equitable treatment of shareholders: the corporate
governance framework should ensure the equitable treatment of all
shareholders, including minority and foreign shareholders. So all
shareholders should have the opportunity to obtain effective redress
for violation of their rights.

-The role of stakeholders in corporate governance: : the
corporate governance framework should recognise the rights of
shareholders. Wich established by law or through mutual
agreements, and encourage active co-operation between
corporations and stakeholders in creating wealth, jobs,and the
sustainability of financially sound enterprises.

-Disclosure and Transparency: : the corporate governance
framework should ensure that timely and accurate Disclosure is
made on all material matters regarding the corporation.
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-The responsibilities of the board : the corporate governance
system should ensure the strategic guidance of the company ,the
effective monitoring of management by the board ,and the board’s
accountability to the company and the shareholders.

3. Governance banking system

The application of governance in banks is more important than

other institutions, because the collapse of banks may lead to the
collapse of the entire financial system and this leads to a financial
crisis, which may turn into an economic crisis, this negatively
affects the macroeconomic situation.

The Bank of International Settlements (BIS) defines governance
in the banking system as The methods by which banks are managed
through the Board of Directors and senior management, through
which the manner of setting objectives and protecting the interests
of shareholders and stakeholders.

In the light of the prevailing law and regulations, and to ensure
the protection of the interests of depositors.

3.1 The objectives of banking governance

The objectives of applying governance in banking sector are
represented in the following points:*

- Banks’ safety and soundness are key to financial stability,
and the manner in which they conduct their business,
therefore, is central to economic health. Governance
weaknesses at banks that play a significant role in the
financial system can result in the transmission of problems
across the banking sector and the economy as a whole.

- . Corporate governance determines the allocation of
authority and responsibilities by which the business and
affairs of a bank are carried out by its board and senior
management, including how they:

- set the bank’s strategy and objectives;

- select and oversee personnel;

- operate the bank’s business on a day-to-day basis;
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- protect the interests of depositors, meet shareholder obligations,
and take into account the interests of other recognised
stakeholders;

- align corporate culture, corporate activities and behaviour with
the expectation that the bank will operate in a safe and sound
manner, with integrity and in compliance with applicable laws
and regulations; and

- establish control functions
3.2 Basel banking governance principles:

Basel Committee is a technical advisory committee not based on
any international agreement, established by a decision of the
governors of the central banks of the industrial countries to study
the aspects of supervision of banks, and from which the decisions
of the Commission does not have any mandatory or legal status.
Nevertheless, the rules agreed in Basel have a strong impact on
legislative processes via the commitment of its members to
implement them, and-as its rules (are applied more than 100
jurisdictions worldwide)-the agreed standards obviously put
pressure on other countries to follow suit.*?

The Basel Committee was formed under the name of
"Committees of Banking Supervision and Supervision». The
Commission is composed of the following 10 countries: Belgium,
France, Canada, Germany, Italy, Japan, Holland, Sweden, United
Kingdom, United States, Switzerland, and Luxembourg. The Basel
Committee works to stimulate banks by following appropriate
principles and standards in the field of banking supervision and
international organizations are obliging countries to follow these
rules as part of the IMF and World Bank's financial reform
programs. The Basel Committee aims to achieve a number of
objectives, the most important of which are the following points:

- Work to stabilize the banking system, especially after the
aggravation of the external debt crisis of third world countries,
and the excessive banks and especially international in
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providing loans to these countries, which led to the weakening
of their financial centers.

- Keeping abreast of modern banking issues and variables in light
of financial and banking globalization through modern banking
mechanisms and techniques.

- Eliminating an important source of unfair competition in banks
for developed and developing countries, by setting minimum
capital efficiency.

- Working on developing methods of controlling banks and
facilitating the circulation of these methods among central
banks.

Corporate governance failure, especially whithin financial
institutions, has been at the core of many problems during the
global financial crises and numerous corporate and organizational
scandals and failure..Many governments have responded by issuing
louder calls for increased regulation In this light, it is positive that
the Basel Committee on Banking Supervision is currently
improving its Principles for Enhancing Corporate Governance via
the consultation paper, Corporate Governance Principles for
Banks.**

The comitte of basel issued report on the banking governance in
1990,to be modified in 2005 and February 2006,then it issued an
update version entitled “enhancing corporate governance for
banking organizations”.The application of banking governance
includes the following principles:*

Principle 1: Board’s overall responsibilities : The board should

define appropriate governance structures and practices for its own

work, and put in place the means for such practices to be followed
and periodically reviewed for ongoing effectiveness

Principle 2: Board qualifications and composition : The board has

overall responsibility for the bank, including approving and

overseeing the implementation of the bank’s strategic objectives

-233-


http://www.bis.org/publ/bcbs176.htm
http://www.bis.org/publ/bcbs294.htm
http://www.bis.org/publ/bcbs294.htm
http://www.bis.org/publ/bcbs294.htm

The importance of applying the governance in the Algerian banking system

Principle 3: Board’s own structure and practices : Board members
should be and remain qualified, individually and collectively
Principle 4: Senior management: Under the direction and
oversight of the board, senior management should carry out and
manage the bank’s activities in a manner consistent with the
business strategy, risk appetite, incentive compensation and other
policies approved by the board.

Principle 5: Governance of group structures : In a group structure,
the board of the parent company has the overall responsibility for
the group and for ensuring that there is a clear governance
framework appropriate to the structure, business and risks of the
group and its entities.

Principle 6: Risk management : Banks should have an effective
independent risk management function, under the direction of a
Chief Risk Officer (CRO), with sufficient stature, independence,
resources and access to the board.

Principle 7: Risk identification, monitoring and controlling : Risks
should be identified, monitored and controlled on an ongoing bank-
wide and individual entity basis. The sophistication of the bank’s
risk management and internal control infrastructure should keep
pace with changes to the bank’s risk profile, to the external risk
landscape and in industry practice.

Principle 8: Risk communication :An effective risk governance
framework requires robust communication within the bank about
risk, both across the organisation and through reporting to the board
and senior management

:Principle 9: Compliance : The bank’s board of directors is
responsible for overseeing the management of the bank’s
compliance risk. The board should approve the bank’s compliance
approach and policies, including the establishment of a permanent
compliance function.

Principle 10: Internal audit : The internal audit function provides
independent assurance to the board and supports board and senior
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management in promoting an effective governance process and the
long-term soundness of the bank. The internal audit function should
have a clear mandate, be accountable to the board, be independent
of the audited activities and have sufficient standing, skills,
resources and authority within the bank.

Principle 11: Compensation : The bank’s compensation structure
should be effectively aligned with sound risk management and
should promote long term health of the organisation and
appropriate risk-taking behaviour

Principle 12: Disclosure and transparency : The governance of the
bank should be adequately transparent to its shareholders,
depositors, other relevant stakeholders and market participants.
Principle 13: The role of supervisors Supervisors should provide
guidance for and supervise corporate governance at banks,
including through comprehensive evaluations and regular
interaction with boards and senior management, should require
improvement and remedial action as necessary, and should share
information on corporate governance with other supervisors

4. The Algerian banking system and the implementation of the
Basel standards for governance

For Algerian banking system ,we have noticed that Algeria is late
in applying the governance principles of Basel convention.Where
the central bank of Algeria issued the instruction N°94-97 on 29
/11/1994. which is succeeded in making banks and Algerian
financial institutions interested in Basel 1 decisions; and this
include most rates are related to the rules of caution.In addition to
that instruction ,several instructions which are compatible with
Basel 1 decisions .But even so, there are differences between
standard control in Algeria and Basel committee standard. While
Basel 2 convention has not been formally applied ,only in som texts
concerning the regulatory side.As we refer to differences in risk
weighting by Basel committee and the same side in Algeria.
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But in light of global developments and changes ,especially those
are imposed by the world financial crisis on 2008 ;Algeria was
interested in legal and legislative measures ,which regulates the
banking sector in Algeria and ensure financial stability ;such as the
issuance of order N°10/04 on 26 August 2010 .And this is
important in the risk control side .So these measures are aimed at
enabling the central bank of Algeria from early detection of
weaknessess .

The financial stability committee has also reviewed the
indicators of financial rigidity, and it is eleven (11) minimum
indicators with the suggestion of other indicators.

on 2010,the importance was given to periodic evaluation of the
stability of the financial and banking system by rigidity test that
was adopted in 2007.1n addition to this ,the importance was given
also to encourage information exchange between different
authorities which manages the financial sectors , such as central
bank,the banking comittee, the public treasury ,the organization
committee of stok exchanges,insurance companies,control
committees.®

For the application of Basel 3 agreement, there is no law has
been issued in this aspect ;but it was issued the regulation N° 14/01
on 16 february 2014 . the regulation includes the raise of the capital
adequacy ratio from 8% to 9.5% in all banks and Algerian financial
institutions between the private legal funds ,the total loan risk ,the
operational risks and market risks.The regulation is effective froml
octobre 2014 ;with the possibility of increasing this ratio by the
banking committee ,if it is necessary.This coincides with the start
of work with Basel 3 decisions.*®

The Algerian banking system benefited under the MEDA
programme (In light of relations with the European union )amount
of 23.25 million euros to modernize the Algerian banking system
and this includes the implement of the banking governance
according to Basel standards.
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5. CONCLUSION

The development and stability of the banking system is one of
the most important elements in the management of any stage of an
economy, this necessitates addressing the challenges of
globalization and the developments in the banking environment.
Effective corporate governance is critical to the proper functioning
of the banking sector and the economy as a whole. Banks serve a
crucial role in the economy by intermediating funds from savers
and depositors to activities that support enterprise and help drive
economic growth. So from this study we conclude the following
points:

- Corporate governance is the collection of mechanisms,
processes and relations by which corporations are controlled and
operated. Governance structures and principles identify the
distribution of rights and responsibilities among different
participants in the corporation (such as the board of directors,
managers, shareholders, creditors, auditors, regulators, and other
stakeholders) and include the rules and procedures for making
decisions in corporate affairs. Corporate governance is necessary
because ofthe possibility of conflicts of interests between
stakeholders; primarily between shareholders and upper
management or among shareholders.

-Good governance is a key element in improving the economic
efficiency of banks, while the opposite may affect economic and
financial stability.

- Compliance with Basel standards for banking supervision of the
capital adequacy ratio is necessary to address recent banking
developments and the application of the governance system.

-Despite efforts in the Algerian banking system, these efforts
remain insufficient to make the Algerian banking system able to
face the challenges to its development. Which stand in the way of
these efforts. Among them are Basel's decisions as a fundamental
aspect of applying the principles of governance.
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The importance of applying the governance in the Algerian banking system

So it is difficult to concider that the implementation of Basel’s
governance decisions has been highly successful

on the

performance of the Algerian banking system. .So we can say that
we have noticed the lack of appling corporate governance system in
the sector of Algerian banks. . Because of that we suggest through
this study that the sector of Algerian banks need important efforts
to adopt the concept of governance in order to benefit its
advantages.
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Abstract :

The main aim of this study is to evaluate the problems of financing
infrastructures in developing nations, as founding a sound funding framework to
respond to developing countries' growing infrastructure needs, continues to be
the key challenge. Infrastructure represents the wheels of economic and social
activity as it is the medium, the tool and technique of executing a project or
program or strategy, the key component of the investment climate, it promotes
trade and integration into world markets, and is a key to human development;
including the delivery of social services such as health and education. The
demand for infrastructural is higher and resources used in provision of
infrastructure are limited in developing countries as estimated by I’'UNCTAD
that most developing countries must double current investment levels in
infrastructure projects of less than 3 % of gross domestic product (GDP) to at
least 6%.

Keywords: Funding challenges, infrastructures and developing countries.
JEL classification codes: O11, E22, H76
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1. INTRODUCTION

UN-Habitat State of World Cities Report (SWCR) 2014
features the five pillars of cities prosperity, that is, (i)
Environmental Sustainability, (ii) Urban Infrastructures (Road,
Telecommunications, and Urban Mobility), (iii) Quality of life, (iv)
Manufacturing and Productivity, and (v) Equity and Social
Inclusion (Good Governance). The infrastructures play a vital role
in nation development, to employment generation and wealth
creation as well as quality of life.

The infrastructure term typically refers to the technical and
organization structures that support a society, such as roads, sewers,
water supply, telecommunications, electrical national grids, good
governance, services and so forth, and can be defined as "the
physical components of interrelated systems providing
commodities and services essential to enable, sustain, or enhance
societal living conditions” (Fulmer, 2009). Infrastructure is the
underlying base or foundation especially for an organization or
system. The basic facilities, services, and installations needed for
the functioning of a community or society, such as transportation
and communications systems, water and power lines, and public
institutions including schools, hospitals, courts, airports, post
offices, and prisons (American Heritage Dictionary, 2019). In
military parlance, the term refers to the buildings and permanent
installations necessary for the support, redeployment, and operation
of military forces (Department of Defense Dictionary, 2005).

Infrastructure has strong links to growth, poverty alleviation
and environmental sustainability. Researches on the infrastructure-
growth relationship have concluded that the role of infrastructure in
growth is substantial (see Cavallo and Daude, 2011; Calderon and
Servén, 2010), as the infrastructure improvement promotes the
productivity and stimulate the private investment thereby boosting
the sustainable growth.
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Infrastructure services such as power, transport,
telecommunication, provision of water and sanitation and safe
disposal of wastes, are central to the activities of households and
economic production. Providing infrastructure services to meet the
demands of business, households and other users is one of the
major challenges of economic development. Infrastructure
represents the wheels of economic and social activity. Broadly the
benefits of infrastructure development are numerous and may be
classified into three categories:

e Economic development and humain welfare
e Reduction of poverty
e Improvement of the environment.

The relationships of infrastructure with economic growth
are multiple and complex. Not only does infrastructure affect
production and consumption directly, it also creates many direct
and indirect externalities. It also involves large flows of
expenditure, thereby creating additional employment. Studies have
shown that infrastructure can have a significant impact on output,
income, employment, international trade, and quality of life.
Infrastructure development can reduce stress and promote good
health; it will also reduce crime level. Infrastructure services are

used in the production process of nearly every sector.
Infrastructure development is one of the bases of assessing the
achievements of leaders and it is the foundation of good
governance. Agitation for infrastructural development is higher in
developing nations than in developed countries. This is because the
resources for provision of infrastructure are scarce. The cost of
infrastructure development in developing nations is outrageously
high due to corruption. Infrastructure development in developing
nations is more challenging; moreover, the challenges are numerous
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and include finance, technology for development, maintenance and
design.

2. Infrastructures in developing countries (some facts)

The word infrastructure has been used in English since 1927
according to Online Etymology Dictionary (2012), originally
meaning "the installations that form the basis for any operation or
system ". There are two kind of infrastructure “Hard and soft"
infrastructures. Soft infrastructure refers to all the services which
are required to maintain the economic, health, and cultural and
social standards of a population. It includes both physical assets
such as highly specialized buildings and equipment, and non-
physical assets, such as the financial system, the education system,
the health system, the governance system, and judiciary system, as
well as security; whereas the “hard” refers to the large physical
networks necessary for the functioning of a modern industrial
nation such as roads, bridges, airports, rails ect (Kumar, 2005).
Infrastructure can also be classified into horizontal and vertical.
Roads, bridges, dams, buildings, rail and telecommunication are
horizontal, while policies, laws, rules and orders are vertical.

Infrastructure covers a complex of distinct sectors that together
represent a large share of country’s economy. The services
associated with infrastructure are account for about 7-11 % of GDP.
Infrastructure typically represent about 20 % of total investment
and 40- 60% of public investment in most developing countries.

The state of infrastructure is directly related to the quality of life
of people, for instance “according to recent statistics, the quality of
life for most people in Africa appears to have either not improved
or only done so marginally” (Eregha, 2007). Access to at least
minimal infrastructure services is one of the essential criteria for
defining welfare. To a great extent the poor can be identified as
those who are unable to consume a basic quantity of clean water
and who are subject to unsanitary surroundings, with extremely
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limited mobility or communications beyond their immediate
settlement. As a result, they have more health problems and fewer
employment opportunities. The burgeoning squatter communities
surrounding most cities in developing countries typically lack
formal infrastructure facilities.

Different infrastructure sectors have different effects on
improving the quality of life and reducing poverty. Access to clean
water and sanitation has the most obvious and direct benefit in
reducing mortality and morbidity. It also increases the productive
capacity of the poor and can affect men and women differently. For
example, in some countries in Africa, the poor women must
commit large shares of their income or time to obtaining water, as
well as to carrying crops to market. This time could otherwise be
devoted to high-priority domestic duties, such as child care, or to
income earning activities. Access to transport and irrigation can
contribute to higher and more stable income, enabling the poor to
manage risks. Both transport and irrigation infrastructure have been
found to expand opportunities for non-farm employment in rural
areas. By raising the productivity of farms and of rural transport,
both an increase in the incomes of rural worker and reduction in
food prices for the urban poor can be achieved. The benefit of
transport and communications include the access they provide to
other goods and services, especially in cities. Where the poor are
concentrated on the periphery of urban areas, as in many
developing countries the cost and availability of public transport
become a key factor in their ability to obtain employment.

The horrible state of affairs in most developing countries led to
untold devastation of economies in these states; people had to live
below the poverty line with food insecurity, no shelter to
accommodate them and no medical or educational facilities to give
them some hope for the future. In each case, the oppressive
conditions in which they live with no basic infrastructure led these
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people to evolve gradually into a class of disgruntled citizens
desperate for change. In Africa the civil wars in some countries
have led to the neglect of provision of infrastructure such as
education facilities and health buildings, and in some cases,
agricultural services and transport facilities were destroyed. School
buildings have been converted to military use. Civil wars in Africa
undermined the continent’s productive capacity, destroyed or
severely weakened social structures, distorted economic policy,
polluted the value-systems of the people and perpetuated prolong
poverty (Elu, 2000: 60). The world population is 7. 5 billion in
2018, with more than 80% living in developing countries. The
United Nations estimates that over 1 billion people living in
developing countries lack access to safe water and over 2.4 billion
lack basic sanitation. In addition to this lack of basic water and
sanitation facilities, many people live in substandard housing;
transportation and communication likes are poor or non-existent;
and fuel for heating, lighting and cooking is in short supply. A
higher proportion of the population in developing countries does
not have access to decent levels of infrastructure services, and this
proportion is increasing. The developing countries suffer from a
significant infrastructure deficits, as estimated by the G20 about
$1.5 trillion will be required annually to plug these deficits and that
the money will largely need to come from private sources.

Despite the remarkable increase in the private investment in
infrastructure in developing countries over the past 10 years, major
challenges remain. The first is that private investment has been
concentrated in commercially attractive sectors and countries, so
has not always matched development needs, as for example the
Low-income countries (LICs), have received less than 2% of total
private investment financing in the last decade. The second, the
sectors vital to development, such as urban infrastructure, have seen
insufficient funding. As show in the figure 1, the transportation
sector accounted for about half of total investment in economic
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infrastructure, consistent with what is found in other analyses (e.g.,
UNCTAD, 2014). Water and sanitation account for 22 %, the
energy sector for 19 % and ICT for the residual 6 %. The relatively
low share of energy is somewhat troubling, since access to
electricity is frequently identified as a key constraint to
development in LIDCs (see Payne, 2010, for a review of the
literature, and Di Bella and Grigoli, 2016, for an application to
Haiti and Nicaragua).

Figure 1: Sectoral Allocation of Infrastructure 2006—2014 (Percentage of total)
50
a0
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Source: Authors’ elaboration based on IMF staff estimates

The flows of private finance into infrastructure in developing
countries, is estimated $1.5 trillion being invested between 2008
and 2017, according to institutional data (Figure 2). From the
figure, the 'standalone' private financing (financing devoid of any
public policy support) has dominated, accounting for 80 % of total
financing over the past decade, with just 20% being co-financed
with IFls.
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Figure 2:Private infrastructure finance to developing countries (2008-2017)

Source: World Bank PPl Database; International Bank for Reconstruction and
Development (IBRD); International Development Association (IDA); Asian
Development Bank (ADB); African Development Bank (AfDB)

Private financing to Middle Income Countries (MICs) has been
strongest: these received an estimated 98% of all private
infrastructure financing between 2008 and 2017. Of this, 63% went
to Upper Middle-Income Countries (UMICs) and 35% went to
Lower Middle-Income countries (LMICs) (Figure 3). Some
countries have the advantage over others in receiving the
investment such: Brazil, China, Indonesia, India and Turkey, all are
recorded large investment flows.

Figure 3: Private finance to LICs and MICs (2008-2017)
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Source : Authors ‘elaboration based World bank PPI database
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For the financing of the infrastructure in developing countries the
public sector remains dominant in covering the infrastructure needs,
the private sector participation in financing infrastructure still
weak; for instance, the cross-border bank lending which is one of
the external source of financing the infrastructure projects in
developing countries (private sector) has a small contribution in
financing infrastructure compared with other projects (figure 4).

Figure 4: cross-border bank lending
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Source: World Bank PPl Database

3. The problems of infrastructure financing in developing
countries

The problem of infrastructural development can be: political,
economic, financial, social, technology, legal, and environmental.
Political environment has to do with the political stability, policy
formulation and politics of the project environment both within and
without. Economic environment deals with issues like interest rate,
inflation, currency exchange rate, price fluctuation etc. financial has
to do with the limited sources of the domestic revenue, tax base and
the tax administration; funds are spent inefficiently. Social
environment has to do with workforce diversity including cultural
difference, age difference etc. Technology environment deals with

- 248 -



Guechari Yasmina

the machineries which are used for the execution of projects.
Physical environmental issues like site topography, geology and
climatology is also essential. In the present study we focus on the
Evaluation of the financing challenges for infrastructure in
developing countries.

> Tax base: The aggregate value of the financial streams or
assets on which tax can be imposed. In the case of income tax, for
instance, the tax base is determined by what the tax authorities state
as the minimum amount of annual income that can be taxed
(taxable income). Atax baseis the total amount of assets
or revenue that a government can tax. For example, to calculate the
tax base for a sales tax, you may consider the total spending power
of the adults in the community as the tax base. Revenue streams
from a gas tax might consider total gas station revenue as the tax
base.

The size and growth (or lack of growth) of the tax base is crucial to
the planning efforts of any local, state. Because the size of the tax
base influences the taxable revenuesthat are available to a
government, there is a direct correlation between the economic
condition of a city as a whole and the budget of the government that
serves it. Accordingly, governments must always consider how
their decisions will affect their tax base. In most developing
countries the tax base for some kind of private business is
determined randomly or in inclusive way; in other word the tax
authorities fixe an amount of tax to some private business without
taking in consideration their real revenues. this lead to the reduction
of the government revenue and therefore the required capital to
finance the infrastructures.

> Capital: capital flight, capital sink and capital stagnancy is
also one of the big challenge that face the infrastructure
development projects in most developing countries. A lot of
materials and managerial services are procured outside of the
developing countries. The contracts are full of loop-holes that allow

leakages of funds. In some cases, there are over-design for the
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designers to earn more professional fees which are percentage of
the contract sum. Capital stagnancy due to abandoned projects is
also rampant.

> Poverty and lack of capital: in developing countries: the
challenge of financing and management of infrastructure projects is
evident from demographic figure and trends. Poverty, lack of
capital and national debt further complicates the challenge facing
the infrastructure development in many developing countries, data
from the United Nation show over 1.2 billion people in developing
countries are poor. Over two-thirds of world’s population live in
countries whose income per head is below £100 a year, and
together these countries account for less than 13% of world income.
At the other extreme, 7% of the world’s population living in
countries where income per head is over £500 a year enjoy no less
than 36% of world income.

> The low levels of savings: as it mentioned above most
serious handicap facing infrastructure development in developing
countries is the grave shortage of capital. Because in these countries
the incomes are low, savings are low and because saving are low,
investment is low. Hence such countries persist in unsophisticated
traditional methods of cultivation, their manufacturing industries
tend to be technologically inferior to those of the developed
countries and their infrastructure system are inadequate. There is a
vicious circle of poverty from which developing countries can hope
to break out only by massive development programs financed from
external investment from wealthier countries. Despite the broad
increase in infrastructure investment, a strong case exists for
further, as several studies find large gaps between infrastructure
investment needs and actual spending (see Foster and Bricefio-
Garmendia, 2010). UNCTAD (2014) estimates that the developing
countries would require increasing spending on economic
infrastructure by USD 0.8 to 1.7 trillion a year from current levels.
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> Debt: The high level of debt is another obstacle facing many
developing countries, as stated by the UK department for
International Development, "the developing countries by trying to
pay back the money they owe to richer countries, they no longer
have enough resources to spend on vital infrastructure services,
including health, education, water and sanitation™.

> Corruption: Corruption does not only raise the price of
infrastructure, it can also reduce the quality of, and economic
returns from, infrastructure investment. The corruption in most of
the developing countries is very high and unbearable for effective
infrastructural development. The Bureau of Public Procurement
(BPP), the Independent Corrupt Practices Commission (ICPC) and
Economic and Financial Crimes Commission (EFCC) have not
been able to eradicate corruption in these countries.

> Lack of the public investment management institution
which play a role in organizing, following and improving the
efficiency of public investment. In addition, mobilizing domestic
revenues and prioritizing expenditures could provide more
sustainable and reliable sources of development funding.

> Monopoly of public sector in infrastructure investment:
the private participation in infrastructure investment is quite
limited. Its accounted for 6.5% in the value of all project and
10.5 % of the total number of the infrastructure projects; means that
the private participation in the Public-Private Partnership (PPP)
projects in all emerging market and developing economies is very
weak (see figure 5). The figure show that only after the 1993 that
the PPP flows to the low income developing countries, and the
volume was very low for all the period. Based on the statement of
the Infrastructure Consortium for Africa (ICA, 2017) for recent
data, from the USD 100 billion in public-private partnership
projects, more than half has been invested in Asia and one third in
Sub-Saharan Africa. Vietnam and Bangladesh have the largest
number of projects, while Lao PDR is an undisputed leader in terms
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of volume. Public-private partnerships have also been used to
finance regional projects. Across Africa there are several examples
of regional infrastructure projects, especially in the energy and
transport sectors (UNCTAD, 2016). For example, the Central
Corridor is an integrated transport program across five countries
(Burundi, DR Congo, Rwanda, Tanzania, and Uganda) with an
investment of about USD 18 billion involving local and
international actors from the public and private sectors (WEF,

2015).
Figure 5: Flows of PPPs to LIDCs and Ems
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Source: World bank PPI database

4. Political and macroeconomic risk: the fluctuations in the
exchange rate and interest rates, inflation and wide variety of
political and regulatory uncertainties constitute the key political and
macroeconomic risks, the managing of these risks poses significant
challenges for the investors as many emerging markets are lack of
liquid and suitable hedging instruments. Even where such markets
exist, hedging is expensive and the instruments are limited (African
Private Equity and Venture Capital Association (AVCA), 2017,
World Economic Forum (WEF), 2016). For instance, 32% of
private-equity investors and 65% of institutional investors indicate
that the political and macroeconomic risks constitute barriers to
their investment decision (AVCA, 2017; WEF, 2016). Taking in
consideration these circumstances investors prefer small-scale
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renewable opportunities, such as rooftop solar panels and wind
farms, which are less politicized, or companies with high levels of
exports, which are less exposed to domestic currency risk.
Following this approach means that investors’ willingness to invest
in large-scale, public projects has been constrained or even limited
(AVCA, 2017; WEF, 2016).

5. Conclusion

Infrastructure challenges in developing nations are complex and
many. The demand surpasses the supply for infrastructure as well
as the absence of the finance that will stimulate the rapid provision,
this made a wide gap between provision and needs in all sectors.
The political situation in developing nations does not encourage
investors to invest in the infrastructure of these countries. In
addition, the governments do not set the priority right in
infrastructure strategy. High cost of materials for infrastructure
development is also a challenge. The local content of production of
goods and services must be increased to reduce production cost.
Corruption level in developing countries is too high which allows
incompetent hands to handle projects, which also cause the high
cost of achieving the infrastructure.

Recommendations

o The cost of governance and recurrent expenditures are so
high, leaving few resources for capital spending, so the good
governance is crucial for ensuring the effective and efficient
provision of infrastructure. This is because, good governance
means that resource allocations will reflect national developmental
priorities and thus respond to societal demands.

o The political risk of infrastructure development is also high
and needs the attention of government.

o There should be effort oriented toward the mobilization of
both public and private sector financing resources that are critical
for infrastructure development.
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o The challenges faced by the infrastructure in developing
countries can be met by well-conceived and well-managed projects
with active participation of both the public and the private sectors.

o Petrie (2010) documented eight key elements to strengthen
public investment management and thereby increase the efficiency
of public investment: Strategic guidance and preliminary screening,
Appraisal, Independent review of appraisal, Project selection and
budgeting, appraisal, and have been independently reviewed,
should be selected for funding in the budget, Project.

o To enable the rapid structural transformation, the
policymakers should focus on planning and that relates between
infrastructure and transformation which is best forged when
infrastructure projects are clearly designed and made part of a
wider development strategy that recognizes and actively fosters the
positive feedback loops between infrastructure, productivity and
growth.

o There is a need to follow a holistic approach to infrastructure
financing, including development of domestic financial markets in
developing countries, which constitutes regulatory reform for
pension and insurance institutions to enable funds to invest in
infrastructure whilst retaining appropriate fiduciary standards. This
also requires governments and international financial institutions
(IFlIs) in low income countries (LICs) to guarantee that any such
investments are carefully scrutinized and.

o Finally, from the last statement of G20 which state that
‘Mobilizing private investment toward infrastructure is crucial ...
This is a win-win objective and it requires international
cooperation... Developing infrastructure as an asset class holds
great promise to channel the savings of today into public
infrastructure, efficient transportation services, basic sanitation,
energy flows and digital connectivity that will make each person of
today a global citizen and worker of tomorrow.
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1. INTRODUCTION

Ever since its introduction on the 1% January 2009 by Satoshi
Nakamoto, cryptocurrencies and bitcoins, have been gaining
grounds in the financial landscape as revolutionary means of
payment and finance. Christine LAGARDE (2018) declared how
the Financial Stability Board (FSB), was studying ways to monitor
the growth of crypto assets with an eye towards identifying
emerging threats to stability. In March 2018, the G20 agreed with
the FSB’s assessment that cryptocurrencies do not currently pose a
threat to stability, but may do so at some point in time in the future,
and also pointed out that these institutions agreed to continue
further  research on cryptocurrencies. The impact of
cryptocurrencies has also been growing timidly over the years in
other economies. A precise timestamp cannot mark the introduction
of cryptocurrencies/bitcoins in Cameroon. However, its presence
has been increasingly felt since the proliferation of Multi-Level
Marketing (MLM) in late 2016. Many Cameroonians are being
exposed to MLM, Ponzi and pyramiding schemes such as Mize,
Origin Unite, Q-net, as well as many MLM schemes with bitcoins
as their main underlying asset such as Bitconnect, Bitclub,
Bitworld, etc. The increasing crackdown by the Cameroonian
government of these fraudulent businesses as demonstrated by the
closing down of the huge and popular MIDA Ponzi scheme
(banned in 2018) and many others has made the public to develop a
negative opinion about, not only quick money-making businesses
but also bitcoins. Many people see bitcoins as a fraudulent and
mysterious currency largely used as a vehicle for scamming,
defrauding honest citizens and promoting illegal dealings. Kajatzi
and Moro (2017) relay such sentiment as they point out how for
most ordinary people, cryptocurrencies/bitcoins remain a mystery:
an intangible and difficult to understand currency with little or no
use in the real economy.
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We are then faced with a problem where cryptocurrencies are
gaining more attention from the international community by virtue
of their potentials in technology, finance and exchanges in the real
economy, while they face a great resistance in Cameroon.

The main objective of this paper is to evaluate the economic
contribution of cryptocurrencies as an innovative tool of finance in
Cameroon. Specifically, we are: 1-analysing the correlation
between cryptocurrencies and other financial assets and 2- the
contribution of cryptocurrencies to portfolio management. The
following research questions were developed: 1-Which assets
strongly or weakly correlate with bitcoins? 2- Do cryptocurrencies
improve the efficiency of a portfolio? This leads to the formulation
of the following hypothesis: 1- Bitcoins are weakly correlated to
other financial assets. 2- The inclusion of bitcoins in a portfolio is
likely to improve the efficiency of the portfolio.

2. Literature Review

2.1 Definition of Terms:

a. Cryptocurrencies: In a 2012 report on Virtual Currency
Schemes, cryptocurrencies are defined as a form of unregulated
digital money, usually issued and controlled by its developers, used
and accepted among the members of a specific virtual community.
The International Monetary Fund (“IMF”) has categorised
cryptocurrencies as a subset of virtual currencies, which it defines
as digital representations of value, issued by private developers and
denominated in their own unit of account. The European Banking
Authority (“EBA”) refers cryptocurrencies as Virtual currencies,
which it defines as digital representations of value that are neither
issued by a central bank or public authority nor necessarily attached
to a fiat currency but are used by natural or legal persons as a
means of exchange and can be transferred, stored or traded
electronically. As of 27 June 2017, 787 cryptocurrencies and 135
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crypto-tokens have been launched and traded with a total market
capitalisation of over US$98 Billion.

b. Bitcoins: Dimpfl (2017), Bitcoin is a cryptocurrency with no
central monetary authority, country of origin, or physical
representation, designed and created by the entity Nakamoto
Satoshi (2008). He points to the fact that the market capitalization
of Bitcoin more than doubled in 2016, increasing from 6.5 billion
USD on 31 December 2015 to 15.5 billion USD on 31 December
2016. While Osterrieder, Chan, Chu, Nadarjah, (2017) point out
that since 2009, numerous cryptocurrencies have been developed,
with, as of February 2017, 720 in existence. Bitcoin is the largest
and most popular representing over 81% of the total market of
cryptocurrencies (CoinMarketCap, 2017). For this study, the term
bitcoins shall be employed interchangeably with cryptocurrencies
to mean the same thing.

c. Blockchain: Blockchain is a mechanism that employs an
encryption method known as cryptography and uses (a set of)
specific mathematical algorithms to create and verify a
continuously growing data structure. He can takes the form of a
chain of “transaction blocks”, which functions as a distributed
ledger ( H. Natarajan, 2017).

d. Bitcoin Mining: Mining is the integral process wherein
generation, transmission and validation of transactions of
cryptocurrencies are done. The main purpose of mining is to
generate and release new coins into the coin economy. Whenever a
transaction takes place, miners validate them by including them
into the block they are currently solving (Krishnan, Saketh and
Vaibhav, 2015).

e. Portfolio: A Portfolio is an appropriate mix of or collection of
investments held by an institution or a private individual. (Bogdan
Bilaus, 2010) Portfolio management is the art and science of
making decisions about investment mix and policy, matching
investments to objectives, asset allocation for individuals and
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institutions, and balancing risk versus performance.

f. Multi-Level-Marketing (MLM): Is a marketing strategy in
which the sales force is compensated not only for sales they
personally generate but also for the sales of others they recruit,
creating a down line of distributors and a hierarchy of multiple
levels of compensation.

2.2 Relationship between the terms.

A plethora of cryptocurrencies exists in international cyberspace,
with bitcoins being the most popular. Bitcoins use the blockchain
technology to maintain its feature of a fully decentralised currency
without any central bank control over it. However, to maintain its
supply and ensure that it remains sufficiently scarce, new bitcoins
are injected in circulation only after a series of increasingly difficult
computer algorithmic problems are resolved through what is called
bitcoin mining. The demand and supply of bitcoins over the past
years has given bitcoins an exceptional value. A value which has
pushed many opportunists to exploit cryptocurrencies for hacking
as well as for scamming the public into get-rich-quick money-
making businesses. A value which has also enticed scholars from
different fields to research on the properties of the cryptocurrencies.
An important property which bitcoins and cryptocurrencies in
general revealed to possess is their low correlation in relation to
other financial assets. Poorly correlated assets stand as a
cornerstone of the Modern Portfolio Theory which is widely
utilised in finance. The more assets in a portfolio are poorly
correlated, the more efficient the portfolio becomes in the form of
better risk-reward ratio. . Financiers consequently seek to exploit
this low correlation property that bitcoins have to investigate if they
can benefit from them with the aim of optimizing the gains derived
from their portfolios.

2.3 Evolution of cryptocurrencies and Bitcoins transaction

Raskin and Yermack (2016) recount how in a videotaped 1999

- 262 -



CHOU AWARA Steven, Dr. Jean TCHITCHOUA

interview, Friedman seemed to anticipate the arrival of bitcoin ten
years later when he stated, “I think that the Internet is going to be
one of the major forces for reducing the role of government . .. The
one thing that’s missing, but that will soon be developed, is a
reliable e-cash”. They shed more light on what most observers
consider as the first private digital currency to establish itself as a
medium of exchange in the real economy: the M-Pesa, a currency
denominated in mobile phone unit which was launched in Kenya by
Safaricom in 2007. In 2008, Nakamoto Satoshi created the first
bitcoin.

Bouveret Antoine (2018) showed how transactions involving
bitcoins are done via two cryptographic keys. That is, the holder of
bitcoins have one public key which is like a bank account number
to send and receive bitcoins and a private key which is required to
complete a transaction and eventually submit it for validation. To
ensure that the same cryptocurrency is not spent twice, each
member of the network verifies and validates transactions using
technologies derived from cryptography. At the end of the
transaction, the network members who verify and validate the
transactions are usually rewarded with newly minted bitcoins. A
detailed explanation of the functioning of bitcoins is beyond the
scope of this paper. However, some in-depth explanations can be
gotten from appendices in Catalini and Gans (2017) explaining:
What is a Blockchain?, Proof of Work and Mining, Permissionless
versus Permissioned Blockchains and Privacy of Transactions,
Types of Transactions Enabled by Blockchain Technology, etc.

2.4 Statistical properties of bitcoins

Shi, Chen, Wolfgang, Lee and Bobby Ong (2016) Proceeded
with an econometric analysis of the dynamics of cryptocurrencies
returns by exploring volatility modelling, option pricing, and
forecasting. According to Dr. Kasper (2017), bitcoin volatility is
known to be high, as he compared it to that of several currencies
and assets like stocks, gold, etc. Leopoldo, Catania, and Grassi
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(2017) concentrated on the dynamic properties of cryptocurrencies
financial time series and not on their unconditional distribution as
in previous studies, see Chu et al. (2015). Moreover, they
investigated a larger set of cryptocurrencies that had not been done
yet. Ardia (2018) shows how Phillip et al. (2018) use a stochastic
volatility model to also find evidence of long-term memory in the
volatility dynamics. They also use specifications which can account
for structural breaks in GARCH, namely Markov switching
GARCH models, to show that Bitcoin daily log returns indeed
exhibit regime changes in their volatility dynamics. Bueno, Fortes,
and Vlachoski (2017) in their paper investigate the empirical
distribution of the Bitcoin exchange rate returns by using four types
of widely-used heavy-tailed distribution and show that the Skewed
t-distribution has the best empirical performance.

2.5 Bitcoin pricing and the detection of equilibrium exchange
rate

Yang and Kim (2015) analyse a comprehensive bitcoin
transaction dataset and investigate the interrelationship between the
flow of bitcoin transactions and its price movement. Pieters (2016)
demonstrate that internationally traded cryptocurrency can be used
to detect both the existence and the magnitude of the distortion
caused by capital controls and exchange rate manipulations. Lee,
Chuen, Guo, and Wang (2017) results show that the correlations
between the cryptocurrencies and traditional assets are low, and
incorporation of CRIX index (an index of most prominent
cryptocurrencies) will improve the performance of the portfolio that
consists mainly of mainstream assets. Houy (2014) in his article led
a study on the economics of bitcoin transaction fees by using a very
simple partial equilibrium setting with a market for physical goods
with bitcoins as a means of exchange. Adam Hayes (2014) aimed at
identifying the likely source(s) of value that cryptocurrencies
exhibit in the market place using cross-sectional empirical data
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examining 66 of the most used cryptocurrencies.

2.6 Bitcoins Innovations in Finance and Cryptocurrencies in
Cameroon

Kajtazi and Moro (2017) followed the approach of Briere et al.
(2015), exploring the effect of bitcoins on the overall risk-return
ratio of a portfolio of well-diversified assets. The authors, also hold
that Bitcoin is theoretically disinflationary. Therefore, Bitcoin can
act as an alternative to fiat currencies in fighting inflation. For
Yermack (2013) bitcoin’s daily exchange rates exhibit virtually
zero correlation with widely used currencies and gold. Symitsi and
Chalvatzis (2018) answer whether there is merit in introducing
cryptocurrencies within portfolios of exchange rate, gold, oil, and
stocks.

Following the 4™ edition of the TRANSFORM AFRICA Summit
in Kigali — Rwanda in 2018, the Cameroonian Minister of Post and
telecommunications, made known the vision the government has on
cryptocurrencies and their role in the digital economy to help
bolster development.' The minister further hailed the importance of
cryptocurrencies in an interview granted to Cameroon tribune by
asserting that “cryptocurrencies can help solve our problems of
development.” Cameroonians also partakes in the creation of
cryptocurrencies, contributing in increasing their total supply
worldwide. The director general of PayKap on the 1% February
2018, put in circulation what is being qualified as the 1°
Cameroonian cryptocurrency called Fricacoin (with abbreviation
FRI). Its production is limited to 1 billion units and 1 million
Fricacoins today is valued at about 10 Euros.

3. Research Data and Methodology

3.1 Data

The primary data was collected from respondents directly on the

! Transform Africa Summit, 7 — 10 May 2018 in Kigali Rwanda.
https://cameroon-report.com/economie/economie-numerique-le-cameroun-
a-lhonneur-a-kigali/
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field in 2018. It has 5 variables and 210 observations. For
secondary data, first and foremost, the exchange rate of bitcoins
against FCFA (BTCXAF). This is the key data to measure bitcoins
ability in improving a portfolio. Then, international securities such
as oil, gold and a number of prominent hard currencies like the US
dollar (exchange rate of the US dollar, Euro and the Chinese Yuan
with respect to the FCFA). These assets were selected as they
represent major assets in international trade. Thus, the secondary
data is a time-series data with 2145 observations of daily asset
prices, spanning from 16/07/2010 to14/09/2018 and 6 variables
presented in the form of Open, Close, High and Low prices.
However, closed prices representing the last values of transactions
at the end of each trading day shall be used. Also, log-returns of the
variables are used to obtain the returns and variance of portfolios,
given the different securities daily returns. Alain Ruttiens (2013)
presents the computation of daily returns as:

t _, < Close_Price, )
return = log Close_Price;_4

Also, in a bid to follow the standard practice in financial
reporting, final results such as standard deviations and returns shall
be annualised. Alain Ruttiens (2013) annualised returns calculation:

1

y = ran.

Where r,; represents daily returns and n = 250 days, being the
number of trading days annually.

3.2 Methodology

To investigate Cameroonians perception of bitcoins, simple
count and percentage comparisons supplemented by bar charts and
pie charts shall be used on the primary data collected. To analyse
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bitcoins contribution to portfolio, this research paper largely
follows the methodology employed by Symitsi and Chalvatzis
(2018). Both constant correlation and dynamic conditional
correlation shall be conducted to measure the strength of the
relationship between bitcoin and the other assets. Then the equal-
weighted portfolio, the constrained global minimum variance
portfolio strategies, as well as the Sharpe ratio shall be used to
measure and compare the contribution of bitcoin in series of
portfolios, with and without bitcoins.

3.2.1 Correlation coefficient and Dynamic Conditional
Correlation

A correlation analysis is performed on the Bitcoin/FCFA against
each security in the portfolio so as to measure the ability of the
Bitcoin/FCFA to improve the risk-return of the portfolio from
diversification. It is expected to be low according to literature
review. The low correlation goes a long way to qualify the bitcoin
as an asset very good for diversification since assets with low
correlation in a portfolio have the tendency to reduce the risk of the
portfolio. Given that interpreting the actual value of oyy is difficult,
because X and Y may have different units of measurement, scaling
the covariance by the standard deviations of the variables
eliminates the units of measurement, which defines the correlation
between X and Y:

Cov(X)Y)

P (Varm)(YVar(Y)

Dynamic conditional correlation takes into account the dynamic
time-series nature of the data. This technique has been applied by a
number of authors in order to conduct a better analysis on portfolio
management, notably Yilmaz T. (2010) and Symitsi and
Konstantinos (2018).The dynamic conditional correlation (DCC)
model proposed by Engle (2000) is used. Berg, Yanxiang, and Lien
(2005) describe its procedure. They start by pointing out that the
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DCC model is a multivariate GARCH (MGARCH) estimator with
the following specification:

E, (r,r))= H, = D.R.D, (1)

Where r; is a nx1 vector of mean zero residuals obtained from
the AR models and D, is a diagonal matrix given by:

D, = diag{ /Er%t} (2)

The steps for estimating the DCC are as follows:
Step 1: Estimate a univariate AR-GARCH(1,1) model of each
variable.This produces consistent estimates of the time-varying
variance (D, ) for the hedging instrument.

Step 2: Calculate the standardized residuals & = D;r,, where
1, 1S the residual from the AR_GARCH model.

Step 3: Estimate an ARMA(1,1) model on eijr =
Eit&je,€ije = EiiEjcand e;;, = €,&;, jointly:
ejt = Ao+ a€;, 1+ u— pu,1 (3

The parameters for the covariance and variance processes are
assumed to be the same. Thus the parameters in Equation 3 are
estimated by stacking the variance and covariance series
of e;;, together. Equation 3 is derived from the following
GARCH(1,1) process of the covariance between instruments i and j
Qije = Pij + a(eije—1—Pij) + B(Qije-1 — Pij) 4)

Where p;; = ag /(1—a;),a=a;-B, and B =,

Step 4: Calculate the variances of instruments i and j and the
covariance between them (q; ).

Once the parameters in Equation 3 are estimated, one can calculate
the covariance from Equation 4 using initial values of q;;, set to

a/(1—aq)
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Step 5: Calculate the correlation between instruments i and j

Pijt = \/7#;;']_1 )

3.2.2 Portfolio return, variance, performance measures and
Sharpe Ratio

Beste, Leventhal, Williams and Dr. Lu (2002) presented
Markowitz portfolio return and variance calculations. Portfolio
return is given as: up = Yl x; - u; Wherex; represents the
weights of each security on a proportional basis, and its sum must
be equal to one. The variable y; represents the expected return on
investment of the i security. The variance of the portfolio on its
part is given as:
o =N %} o + Xy Xpa %% Cov(i, )
With Cov(i, j) representing a measure of covariance between the i
and the j™ asset.

Amenawo, Riman, and Eyoanwan (2016) as well as Alexander
Kempf and Christoph Memmel (2006) show how to minimize the
risk of a portfolio for a given level of return, as well as the resulting

weights of each variable.
Minw', Z w,
t

Yo'l
Wiy = ST
, uytl
Umy = HWyy = —I'Zt_l[

oy = W'MVZWMV = ﬁ
stwil=landw’, =0
Where w, isan N X 1 vector of portfolio weights invested in each
portfolio, )., w, is the N X N covariance matrix and [ isan N x 1
vector of ones. wy,; is the weights of the global minimum variance
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portfolio. The first constraint ensures that the sum of all weights is
equal to one, while the second constraint ensures that the weights
are all positive each. uy, and o2, both represent the return and
variance of the global minimum variance portfolio.

According to Investopedia.com, the Sharpe ratio developed by
Nobel laureate William F. Sharpe is the average return earned in
excess of the risk-free rate per unit of volatility or total risk.

Rp — R

Op

Given Rp = Return of portfolio, R¢ = Risk free rate, 6, =

Sharpe Ratio =

Standard deviation of portfolio

4. RESULTS

4.1 Analysing Cameroonians knowledge of cryptocurrencies
From the questionnaire administered a staggering 74% of
respondents reported they learned about cryptocurrencies from
friends, colleagues, family members, etc. This is closely followed
by the internet through which people gain awareness at the tune of

about 21%.
Figure 1: How Cameroonians Discover Cryptocurrencies

80.00%

60.00% 1
40.00% |
20.00% -

0.00% -+ -
The internet ‘ -
Via Friends ) ’
Tvand Radio

Other
Source: Author’s formulation in excel 2007
A whopping 92% of respondents believe cryptocurrencies as more
of Ponzi-pyramiding schemes which, just like the MIDA, promises
skyrocketing returns on investment, but being also very risky. Only
about 5% of the respondents actually think of cryptocurrencies as
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currencies as performing medium of exchange functions in an
economy.
Figure 2: Knowledge of Cryptocurrencies Advantages

Crypto currency '
mining |
1 |

Improve Finance .
ponzi-Pyramiding | NI

medium of exchange .
0.00% 20.00% 40.00% 60.00% 80.00% 100.00%

Source: Author’s formulation in Excel 2007
The study then seeks to find the perception of the respondents

about cryptocurrencies, to know if they could invest in it. While
only 3% though of cryptocurrencies as good, 29% regarded it as
bad. The majority of the respondents (68%) couldn’t make a clear-
cut judgement.

Figure 3: Peolple’s perception of cryptocurrencies

80.00%
70.00%
60.00%
50.00%
40.00%
30.00%
20.00%
10.00%

0.00% I

Good Bad Can't really tell

Source: Author’s formulation in Excel 2007
4.2. Analysing the contribution of cryptocurrencies on

portfolio
4.2.1. Asset prices

The movement of bitcoin/FCFA (BTCXAF) prices over time
exhibit very high prices and volatility compared to all the other
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assets. As of this day, the exchange rate of 1BTC to FCFA stands
at 3 443 680.77 FCFA?Z. It is observed when bitcoin was born,
16/07/2010, 1 bitcoin was exchanged for 26.07 FCFA. Then, the
BTCXAF reached its maximum rate at 10 187 899 FCFA on Dec
15, 2017, before heading steadily downwards to the current rate.

Figure 4: The Value of 1 Unit of Each Asset in Terms of FCFA

FCFA from 1 unit of Each Assets
10000000 |

8000000 |
6000000 —
4000000 |

2000000 -

0

1112014 E
1/1/20161 \

1/1/2010
1/1/2012
1/1/2018+

date

BTCXAF
EURXAF CNYXAF
OIL

Source: Author’s formulation in Stata 14.2, from data on assets prices
4.2.2 Asset returns

Bitcoins daily log returns in FCFA display the widest
volatility. The Chinese Yuan also displays volatility which is
more or less high due to the spike it recorded together with
bitcoins in 2014 causing huge volatility in their maximum and
minimum values. All the other assets display relatively similar
volatility of daily log returns. This is very consistent with
financial literature which holds that daily returns tend to be very
small compares to returns in higher time frames.

’ The current exchange rate of Bitcoins against the Franc FCA (BTCXAF) on the
09/14/2018
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Figure 5: Daily Returns of Each Asset in FCFA
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4.2.3 Analyses of correlation results

Correlation between the returns from Bitcoin vis-a-vis other
currencies tends to be very low, if not the lowest. For instance,
the correlation coefficient between Bitcoin returns and Chinese
Yuan returns tends to be the lowest, standing at 0.0019. On the
other hand, the correlations between the other assets not
involving the bitcoins are all higher than those involving the
bitcoins. For example, the correlation between the returns of US
Dollar and Euro stands out to be the highest, at around 0.5874,
followed by the correlation between the return of US dollar and
Gold which stands at 0.46. The extremely low level of
correlation between the bitcoin and the other financial securities
IS a good indicator that bitcoins are a good portfolio
diversification asset. This result is consistent with the financial
literature which ascertains a weak correlation between
cryptocurrencies and other traditional assets.
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Table 1: Correlation Coefficients for All Assets

R.BTCXAF | R.USDXAF | R.EURXAF [ RCNYXAF [ROIL [R.GLD
R.BTCXAF | 1.0000

R.USDXAF | -0.0303 1.0000

R.EURXAF | 0.0037 0.5874 1.0000

R.CNYXAF | 0.0019 0.1766 0.1172 1.0000

R.OIL -0.0035 0.2593 0.2411 0.0500 1.0000

R.GLD 0.0347 0.4668 0.3592 0.1335 0.2232 | 1.0000

Source: Author’s formulation in Stata 14.2
After taking into account the dynamic time-series nature of the
data, the dynamic conditional correlation matrix also replicates
the results of the constant correlation matrix.

Table 2: Dynamic Conditional Correlation Coefficients for All Assets

R.BTCXAF R.USDXAF R.EURXAF R.CNYXAF R.OIL

R.BTCXAF

R.USDXAF

-0.0238699

R.EURXAF

-0.0014619 0.5914833

R.CNYXAF

-0.0055116 0.2542534 0.156565

R.OIL

0.0011385 0.2628514 0.2220968 0.0725182

R.GLD

0.0479543 0.4369952 0.3644583 0.1502381 0.2451553

Source: Author’s formulation in Stata 14.2

4.2.4 Portfolio analysis

The results obtained are consistent with the financial literature
on Markowitz portfolio theory since portfolio return and
portfolio risk are directly related. For example, the 2 assets
portfolio has high annual return of 70% with very high volatility
of 66.17% standard deviation for portfolio including Bitcoin, and
also high annual return of 1.8% with high volatility of 11.2%
standard deviation for portfolio without bitcoins. The returns
and risk keep falling as the number of assets in the portfolio
Increase. At the 6 assets portfolio, we notice a remarkable drop in
both risk and returns. The portfolio with bitcoins displays a lower
risk of 25.46% and a lower return of 24.52%. This represents the
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efficient frontier of our portfolio. The findings are also consistent
with the notion of diversification in that, increasing the number
of assets in a portfolio reduces the risk of the portfolio.
4.2.5 Comparative analyses of portfolios

We can observe that for each portfolio type, returns from
portfolios with bitcoins are always higher than those without
bitcoins. A more straightforward comparison can be done on a
risk-adjusted return basis given by the Sharpe ratios. The sharp
ratio was computed using the risk-free annual rate of the 2018
Cameroonian sovereign bond which stood at 5.6% per annum.
The negative Sharpe ratio displayed for the portfolio without
bitcoins simply describes a situation in which the risk premium
of a portfolio is lower than the risk-free rate.

Table 3: Different Naive Portfolio Sizes With and Without the Inclusion of

Bitcoins
Return Standard Dev. | Sharpe Ratio
With BTC 70.19% | 66.17% 0.976122
2 assets portfolio | Without BTC | 1.84% 11.20% -0.33571
With BTC 46.94% | 44.32% 0.932762
3 assets portfolio | Without BTC | 1.22% 8.89% -0.49269
With BTC 35.73% | 35.97% 0.837642
4 assets portfolio | Without BTC | 1.46% 19.12% -0.21653
With BTC 29.04% | 29.71% 0.788991
5 assets portfolio | Without BTC | 1.67% 17.08% -0.23012
With BTC 24.52% | 25.46% 0.743026
6 assets portfolio | Without BTC | 1.72% 15.20% -0.25555

Source: Author’s formulation in Excel 2007, from data on assets returns.
4.2.6 Optimal portfolio

Considering the above comparison of portfolios with and
without bitcoins, an optimal solution on the composition of
assets which shall satisfy the minimum variance condition is
employed using the global minimum variance of the two
portfolios. The aim is to obtain the optimal weights needed to
yield the best returns given minimum risk. The optimal portfolio
which minimises the portfolio variance produces portfolio
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returns for the bitcoin portfolio which are much higher (1.48%
per annum) than portfolio returns of the no bitcoin portfolio
(0.88% per annum). The optimal portfolio also gives valuable
information on the weights of the assets in each portfolio.

Table 4: Comparative Table between Optimal Portfolio Weights With and

Without Bitcoins

Optimal portfolio with Bitcoin Optimal Portfolio Without bitcoin
ASSETS weights ASSETS ol
R.BTCXAF 0.44% Portfolio return 1.48% R.BTCXAF Portfolio return 0.88%
R.USDXAF 20.43% PortfolioVariance 0.007154 R.USDXAF eRle PortfolioVariance 0.007187
R.EURXAF 77.23% Port. SD 8.46% R.EURXAF .74 Port. SD 8.48%
R.CNYXAF 0.31% R.CNYXAF 0.31%
R.OIL 0.25% R.OIL 0.25%
R.GLD 1.34% R.GLD 1.54%
TOTAL 100% TOTAL 100%

Source: Author’s formulation in Excel 2007, from data on assets prices.

5. CONCLUSION
The research shows that the average Cameroonian has a

shallow understanding of cryptocurrencies. The results obtained
from comparing sets of portfolios with and without bitcoins show
that portfolios with bitcoins present a better risk — reward ratio as
opposed to the portfolios without bitcoins. This we attribute to the
very low correlation between bitcoins and the other portfolio assets.
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