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INTRODUCTION

Global transformations, which are accompanied by corresponding
transformations in society, lead to changes in the external
environment and adaptation to new conditions of economic systems
management. These transformations can have an objective character
independent of humanity, or they can be caused by the subjective,
purposeful actions of certain participants in these transformations. If
global transformations do not correspond to the objective laws of
development, then the changes will be accompanied by
contradictions and will be characterized by unexpected consequences
and paradoxical manifestations. All this leads to the search for new
strategies for economic systems management.

To ensure effective of economic systems management in the
context of global transformations, it is necessary to form appropriate
resource provision, use innovations in various spheres of activity,
introduce mechanisms for the stable functioning of economic
entities, search for ways to avoid threats from the external
environment and overcome various types of risks, consolidation of
intra-economic  reserves, search for ways to ensure the
competitiveness of economic entities on the markets.

The purpose of writing this scientific monograph is to justify the
theoretical and methodological foundations for economic systems
management in the conditions of global transformations.

The object of the authors’ research was the process of strategic
management of economic systems, the implementation of anti-crisis
management models for economic processes, the use of information
technologies to ensure the effective functioning of economic entities
in conditions of permanent changes in the external environment,
fluctuations in the market situation, a decrease in the level of
business activity and solvent consumer demand, consequences of the
covid-19 pandemic.

The subject of the study was the mechanisms of strategic
management and development of economic systems, the formation
of a modern methodology of financial and investment management,
the introduction of information technologies and digitalization of
economic  systems management, development models of
entrepreneurship in the context of global transformations.
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Chapter 1
MODERN PARADIGMS OF STRATEGIC
MANAGEMENT AND DEVELOPMENT

OF ECONOMIC SYSTEMS
Dino Giergia
PhD in Economics SPIRITUAL LEADERSHIP
Dea Flores d.o.o. IN BUSINESS
(Rijeka, Croatia) MANAGEMENT —
ORCID: https://orcid.org/0000- | LITERATURE REVIEW
0002-9365-4868

Abstract

Background: Given the challenges in leadership and the current health
and economic uncertainties with COVID-19 that many countries are
facing for the first time, modern societies require a new type of
manager; the one who will know how to manage the company's social
capital, primarily in the direction of reduced stress and uncertainty at
work; but also, the use of social capital in achieving better economic
results. For this purpose, we used spiritual leadership theory Fry
(2003). Objective: state of the art literature review of key topic spiritual
leadership in order to determine the direction in which the theory is
moving and its possible limitations. Methods/Approach: We made a
bibliometric analysis of the research area using keywords in the Web of
Science database identifying key authors, articles, topics. Using
quantitative analysis of articles (e.g., bibliographic coupling, co-word
analysis) between 1955 and 2021 we managed to differentiate several
article clusters. Results: As a result of bibliometric analysis, we found
that the field of research is defined by 164 articles published in 116
scientific journals written by 325 authors. We also find that field of
research can be divided into eight key clusters. Conclusion: since its
inception the research area is distinctly defined by a couple of authors.
We can conclude that it is necessary to increase the body of literature
and the number of research related to empirical articles.

Keywords: leadership; spirituality; spiritual leadership.
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1. INTRODUCTION

Driven by the COVID-19 pandemic and the uncertainty it has
brought with it, we believe it is time to explore new business models
and people management. Therefore, we think it is the right time to
introduce spirituality to the business leadership arena. Like Fairholm
(1996, p. 15) states: “Humankind cannot evolve beyond its current
state of crisis by using the same thinking that created the situation.
Conducting business as usual is to conduct business into decline”.

Spirituality can be found in the management literature (e.g.,
Mitroff & Denton, 1999; Rego & Cunha, 2008; Dent et al., 2005;
Cavanagh, 1999); however, it is not widely represented. Part of the
reason lies in the fact that it is the intangible asset of every human
being, therefore, difficult to quantify. Spirituality can be understood
and articulated through several dimensions; “transcendence, self-
engagement, self-efficacy, self-awareness, service towards others”
(Makkar and Singh, 2018, p. 6). Based on their research, we can
define spirituality as: “Spirituality is defined as a transcendental
relationship with the higher being, leading us to the path of self-
awareness and self-engagement, which enables us to serve others for
the benefit of society at large“(Makkar and Singh, 2018, p. 6).

Using this definition, we can get a good sense of what leadership
is all about, serving other for greater good. We believe this should be
the key goal of effective leadership. With that being said, we believe
that the critical mission of spiritual leadership is to enable employees
to develop self-awareness and self-engagement through meaningful
work to expand on the used definition. Following this logic,
spirituality at work suddenly plays a vital role in employee
development and benefiting society. Therefore, we consider that
spiritual leadership is an essential part of spirituality at work, which,
in addition, is a smaller part of spirituality in general.

2. Theory development
2.1. Spiritual leadership

In a special issue of The Leadership Quarterly in 2005, spiritual
leadership came into focus. Spiritual values have been linked to
leadership practices and effectiveness (Dent, Higgins, and Wharff,
2005). Some other like integrity, honesty, and humility had proven
influence on leadership (Reave, 2005) which sparked a debate about
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the spiritual leadership theory by Fry (2003). Markow and Klene's
(2005) research supports emphirically Fry’s (2003) spiritual
leadership theory. They state a relationship between meaning,
calling, and organizational commitment is apparent. Meaning
derived from self-transcendence was highly corelated with calling,
while it can’t be said for meaning derived from religion, making this
first empirical study directly supporting Fry’s (2003) spiritual
leadership.

Spiritual leadership theory tires to find an answer to how an
individual can transcend himself within a community or workplace.
A prerequisite for this is to create an environment based on altruistic
love (Fry el al., 2011). Like Fry and Cohen (2009, p. 272) states:
“Meeting spiritual needs in the workplace has an extremely positive
effect on human health and mental well-being and forms the basis for
spiritual leadership”. Positive characteristics such as trust,
motivation, well-being, social responsibility are the main benefits
that spiritual leadership can improve by touching on these basic
needs.

Unlike previous leadership models that are based on cost-benefit
assumptions (Bass, 1985) the base of spiritual leadership is focused
on transformational leadership that emphasizes the symbolic
behaviour of the leader (Avolio, Walumbwa & Weber, 2009; Chen
and Li, 2012). Therefore, according to Fry (2003) and Claus and
Fernando (2016) key part of spiritual leadership theory is how to
become a spiritual leader.

We can therefore conclude that the main goal of spiritual
leadership is to meet the basic needs of leaders for spiritual well-
being through vocation and membership. This can be achieved by
creating a vision at the organizational, team and individual level that
will encourage not only physical well-being but also mental well-
being while at the same time increasing the productivity of the
organization (Fry, 2003, 2005). This becomes extremely important if
we take the economic uncertainties that carry great pressure which
adversely affects employees by increasing their anxiety and
performance at work (Chen and Yang, 2012). Therefore, the main
task of spiritual leadership is to alleviate the harmful consequences
that employees may feel at work.
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In spiritual leadership, each, leader, and follower have different
characteristics. According to Altman (2010), the main characteristics
a leader must display are understanding themselves and others,
compassion, altruism, employee-business relationships, and
crucially, clearly communicating a vision that everyone will strive
for together.

The essential qualities of spiritual leaders are understanding
themselves and others, strong intuition; action based on care;
interrelated views of tasks, staff, and processes; and a clear vision of
the future (Altman, 2010). There are three factors that spiritual
leaders must have:

1. Vision: according to Kotter (1996), it refers to a distant

future with some context of why people should aspire to it.
2. Hope/faith refers to the: “Source of the belief that the
vision/purpose/mission of the organization will be fulfilled”
(Fry, 2003) and therefore “adds faith, belief, trust and action
to do the job of achieving the vision” (Fry, 2003).

3. Altruistic love: refers to: “A sense of wholeness, harmony,
and well-being produced by the attention, care, and respect
of themselves and others” (Fry el al., 2017, p. 3).

Characteristics of followers are: (1) meaning/vocation, defined as:
“How one makes a difference through serving others and thus
gaining meaning and purpose in life”; and (2) membership: “A4 sense
that you are understood and appreciated”. (Hannah, Walumba, and
Fry, 2011).

In order to portray spiritual effectual leader, spiritual leadership
model combines “vision”, “hope/faith” and “altruistic love” (Chen
and Li, 2012; Fry, 2003). To motivate oneself and others in spiritual
well-being, to enhance calling and membership, and to induce
employees to find meaning in their lives, be understood and
respected, spiritual leadership encompasses the values, attitudes, and
behaviours of a leader. (Fry et al., 2005).

Fry (2003, p. 694) defines spiritual leadership as: “Comprising
the values, attitudes, and behaviours that are necessary to
intrinsically motivate oneself and others so that they have a sense of
spiritual survival through calling and membership”.
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L.W. Fry / The Leadership Quarterly 14 (2003) 693-727

EFFORT » PERFORMANCE > CALLING
(Hope/Faith) (Vision) Make a Difference ORGANIZATIONAL

Works Life Has Meaning COMMITMENT &

i PRODUCTIVITY
'\ REWARD —» MEMBERSHIP

(Altruistic Love) Be Understood
Be Appreciated

Leader values, D Follower needs ——» Organizational

attitudes, & behaviors for spiritual survival outcomes

Figure 1.1 Causal model of spiritual leadership

According to Fry (2003), this definition implies:

1. Creating an inclusive vision that enriches employees' lives
and makes them feel like they are making a difference.

2. Creating an organizational culture based on altruism. Such
an organizational culture contributes to mutual respect,
creates a sense of community, resulting in employees feeling
understood and valued.

There are several dimensions of spiritual leadership (Fry et al.,

2011):

e “Vision” — According to Daft and Lengel (1998), strong
vision enables the maintenance of high ideals and gives
meaning to work. To achieve a highly motivated workforce,
the basic task of spiritual leadership is to create a strong
vision based on altruistic values. When such a vision is
defined, employees become committed and more productive
(Fry and Slocum, 2008).

o  “Altruistic love” — Altruistic love is defined as: “Whereby
leaders and followers have genuine care, concern, and
appreciation for both self and others, thereby producing a
sense of membership and feel understood and appreciated “
(Fry, 2003., p. 695).

e “Hope / Faith” — Deriving hope from a strong vision
provides employees with security. It enables them to face
problems and difficulties to achieve their goals. Therefore,
faith is an extremely important factor in the realization of
vision (MacArthur, 1998).
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e Spiritual well-being — the manifestation of spiritual
leadership is the spiritual well-being of higher groups,
especially group calling and membership. According to
Fleischman (1994) there are two key aspects of spiritual
well-being regarding workplace: 1) transcendence and
calling and 2) membership.

e Calling — “Experience of transcendence or how one makes a
difference by serving others and gaining meaning and
purpose in life.” Fry (2003, p. 703).

¢ Membership — Membership is one of the most basic human
needs that is realized through various social, business, and
cultural structures (Fry et al., 2011).

e The mediating role of spiritual well-being — According to
Fry (2003) a sense of connectedness and experience of group
members leads to an increase in spiritual well-being which
ultimately leads to positive organizational outcomes and
increased organizational commitment.

Tapping into concepts such as human health, character ethics, and
positive psychology, Fry (2005, 2008) expands his theory of spiritual
leadership with inner life and life satisfaction. According to Duchon
and Plowman (2005) and Vail (1998), the inner life speaks to who
they are, what they do and what their contribution to life is. This
represents the basic feelings of the individual. Inner life, as part of
the spiritual leadership theory, is a quest. The search for different
sources of motivation that, through altruistic love and service, fosters
faith in what a person is doing. It consists of several practices. Some
may be yoga, prayer, diary-keeping, walking in nature, etc. These
practices help individuals become more aware of the moment and
draw strength from their beliefs, and teachings. (Fry 2003; Fry and
Kriger 2009).

In addition to inner life, life satisfaction is highly regarded in
expanded theory. It is defined as: “Global evaluation by a person of
his or her life and is considered to be an important component of
subjective well-being “ (Fry et al., 2017, p. 3). According to Ryff and
Singer (2001) people with higher levels of life satisfaction will,
usually, lead more abundant life, including a healthy level of
psychological well-being. Additionally, the ones who practice
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spiritual guidance on a personal level would achieve a high level of
contentment, joy, peace, and serenity (Ryff and Singer, 2001). Such
individuals will: 1) be capable of higher psychological well-being
and 2) feel lower allostatic load (e.g., mortality, cognitive
diminishing) and with that related physical problems.

Given the theoretic framework, our key aim of this study is to
make a state-of-the-art bibliometric analysis. We will incorporate all
the articles from the Web of Science database. We believe that this is
the right time for this kind of research because future management
and leadership models should be based on alternative models of
management, which certainly include spiritual leadership. Also, as
stated in the introduction, the COVID-19 pandemic is associated
with an increased risk of anxiety and depression (Hyland et al.,
2020); therefore, we believe that spiritual leadership can, at least in a
business environment, alleviate unwanted consequences. Based on
theoretical framework and theory development we have five key
research questions:

Q1 — What are the trends of published articles on spiritual
leadership theory?

Q2 — Which authors have published the most articles? Who
contributed the most to the development of the field of research?

Q3 — How are key articles divided by top journals, countries, and
institutions? What is the impact factor of these journals?

Q4 — Advanced bibliometric analysis (e.g., co-citation, co-words,
co-authorship, bibliographic coupling) of the field of research.

Q5 — What are the field of research main topics?

3. Materials and Methods
3.1. Data collection

Bibliometric analysis is a method often used to study large
amounts of data. It allows us to delve deep into the details of specific
fields of research while at the same time being able to obtain
valuable data on the areas that emerge in it.

Continuing the above, in our research we used exclusively the
Web of Science database. Through is we searched for the term
spiritual leadership. In the search, we used the Core Collection of

1
https://www.sciencedirect.com/science/article/pii/S0148296321003155?dgcid=rss_sd_all
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Web of Science, which includes SSCI, CPCI-SSH, ESCI database
amongst others. Since it is the most acceptable in the scientific
community Web of Science was our key source of information. An
advanced search on the key word “spiritual leadership” was
performed in the search field of the title. This term was searched
only in the title to avoid repetition with other similar topics like
“spirituality in management” or “workplace spirituality”. This
approach is well known in the literature (e.g., Fahimnia, 2015; Rey-
Martin et al., 2016; Mora, Bolici & Deakin, 2017). Given that the
database is constantly changing and updated, our data collection was
done on October 7, 2021. Key goal of bibliometric analysis is to find
impacting journals to define spiritual leadership. For that purpose,
we used terms related to spirituality and leadership (Gonzalez-Serano
et al., 2020).

In our search of the Web of Science database, we had to exclude
some documents to focus exclusively on articles. Some of these
documents include, letters, bibliographic articles, editorials,
abstracts, conference abstracts, book reviews. The final date by
which we included the articles in the analysis is 2021. Also, we did
not put any limits on the language. The initial search retrieved 233
documents until 2021. In the second step, we exclude categories such
as “music”, “psychiatry”, and “sport science” topics. This led us to
164 documents. Final step included the eligibility checking process.
In this step, we checked the relevance of the 164 articles obtained.
We did this by reading the abstract, titles and keywords of all the
articles. After reading, we came to the final number of 164 articles
that we included in further analysis.

3.2. Bibliometric Analysis

We started the bibliometric analysis by identifying and
homogenizing plain text duplicate and unrecognized records. Then,
we took two main steps — first, classic bibliometric indexing. The
number of articles published by year, by country, by author, by the
journal, and the institution, was done using the Web of Science and
the author’s work. We made quantitate analysis using VOS viewer
(version 1.6.18). Through this program, we managed to perform co-
keyword analysis, as well as co-authoring and co-country
collaborations (Gonzalez-Serano et al., 2020).
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In the Web of Science, firstly, we sorted the collected data. We
have done so by authors, countries, journals, years, and citation. It is
done so to present the information in an orderly and detailed way.
The result was graphs and tables containing information about the
number of articles per year, the number of articles per journal, and
the number of articles per country.

We made a co-word analysis and the bibliographic coupling using
VOS viewer (version 1.6.18). That is to find out which are the most
predominant topics within the spiritual leadership field of research.
We also examined whether there are clusters within the field of
research. For that reason, we made a bibliographic coupling analysis.
It is said that: “Bibliographic coupling links documents that
reference the same set of cited documents (Boyack and Klavans,
2010, p. 2391).

When comparing bibliographic coupling with co-occurrence, time
variable is not relevant as articles does not change along time as they
do with co-occurrence. This notion offers us auspicious way to
perform systematic literature reviews (Gonzalez-Serano et al., 2020).
For better understanding of co-word analysis and bibliographic
maps, VOS viewer program assigned one colour to each cluster. The
darker the colour the denser the cluster. The lighter the colour the
least dense cluster, etc. According to Gonzalez-Serano et al. (2020):
“The distance of the authors’ keywords must be considered as an
indication of the relationship between the other keywords, or
between the other references cited, respectively”.

4. Results and discussion

After we set the parameter and reviewed in detail all the articles
in the Web of Science database, we got the following results. We
found 164 articles published from 1955 to 2021. These articles were
written by 325 authors who came from 41 different countries and
were published by 116 different journals. The citation is as follows.
We found that the average citation per article is 17.80 while an
average of 4.03 articles are published annually. Furthermore, the
average citation per article per year is 56.5. in addition, we found
261 keywords plus and 388 authors’ keywords.
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4.1. Basic indicators

We divided the basic indicators into several points to present the
bibliometric analysis as concisely as possible. Firstly, the evolution
of the papers, years and authors were presented in the form of
number of articles, citations per author, and journals. After which co-
occurrence of keywords is presented.

4.1.1. Years

As can be seen from Figure 1.2, the number of articles in the field
of research has increased significantly, although it is still a small
body of literature by count. From Figure 1.2 the first article was
published in 1969 and by 2020 that number had grown to 32 articles.
From the above, it is obvious that the number of articles has
increased. The reasons for this can be various. We presume that
alternative leadership models have come under the spotlight
following Fry’s (2005, 2008) updated theory which included life
satisfaction, inner life and other intangibles important for leadership
models. From 2005 to 2020 this area of research experienced its
biggest leap. From Figure 1.2, we can see that four years were
essential for the field of research, and those were 2017, 2019, 2021,
and 2020 which was characterized with the highest number of
citations. Figure 1.2 below shows its evolution.

254

-asa

300

250

suone

Publications Il cGitations

Figure 1.2 Evolution of the number of articles and reviews

published over the years and the number of citations (1969-2021)
Source: Web of Science (consulted on 7 October 2021)
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4.1.2. Authors
The results of the research showed a great divergence between the
authors and the number of published articles. Namely, out of 325
authors who wrote on this topic, only eight of them published more
than three papers. Nine of them published two articles, while the
remaining 303 published only one paper. From these data it is
evident that most authors have dealt with this topic only once in the
last twenty years and that there are only a few who have had a
significant impact on the field of research.
Table 1.1
Authors with the Highest Number of Publications

Authors Record count % of 164
Fry LW 10 6.098
AliM 5 3.049
Chen CY 4 2.439
Hunsaker WD 4 2.439
Usman M 4 2.439

Source: Web of Science (consulted on 7 October 2021)

As it can be seen from Table 1.1, the author with highest number of
publications is LW Fry (10 papers, 6,1% of total publications), Ali M
(5 papers, 3,05% of total publications), and CY Chen (4 papers,
2,44% of total publications). From the results, we can conclude that
LW Fry holds the most publications and that his papers were the
ones that influenced this field of research the most.

Table 1.2
Top 5 Most Cited Authors
Author Frequency | Frequency | Average | No. of % of

of author of author citations | author’s | author’s

citations citations per paper | papers papers
(n=2938) (n=164)

FRY LW 1247 42.44% 124.70 10 6.09%
Chen CY 157 5.34% 39.25 4 2.43%

Hicks DA 70 2.38% 70 1 0.6%

Source: Web of Science (consulted on 7 October 2021)
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Table 1.2 shows us the most cited authors. As with Table 1.2, the
most cited and at the same time most prolific author is LW Fry, with
ten papers. His ten papers have been cited 1247 times and account
for 42.44% of the total citations of all articles. Given the data, we can
conclude that he is a pioneer in this field of research. The next author
with the highest citation is Reave L, who wrote only one article. He
accounts for 0.6% of the total number of studies; however, this paper
is significant for research and accounts for 8.6% of the total citations.
Other most-cited authors are Chen Cy and Benefiel M, respectively.

Table 1.3
Most Cited Papers in the Period 1955 - 2021

Author Total Average | 2017 | 2018 | 2019 | 2020 | 2021

citation citation

1955 - per year

2021

2.938 56.6 80 63 73 79 52
Fry 708 37.26 50 80 63 71 59
(2003)
Reave 254 14.94 36 23 27 29 17
(2005)
Fry etal 219 12.88 26 14 20 32 18
(2005)
Fry, 116 8.29 10 15 15 17 10
Slocum
(2008)
Asfar et 10 18.33 5 13 19 31 41
al. (2016)

Source: Web of Science (consulted on 7 October 2021)

Table 1.3 shows the most cited articles from the starting date,
which is available on the Web of Science, to the last date when the
data were collected. However, we will only analyse data from 2017
to 2021. Within this interval, the field of research has grown
significantly, which gives merit to this logic. The table shows that
the average number of citations per year was 56.6 citations. Also,
according to the number of citations, the field is led by Fry (2003),
who is the originator of the theory. He is followed by Reave (2005)
and Fry and Slocum (2008).
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4.1.3. Countries

From 41 countries with at least one published article, the USA
leads the way with a total of published papers, more specifically 51
papers. After them we have several countries like China (18 papers),
Indonesia (11 papers) and England (10 papers). Countries like South
Africa, Australia, and South Korea have published seven papers,
followed by Taiwan with six papers and India and the Netherlands
with five papers. Moreover, we have great diversity because two
countries have published four articles, three countries with three
articles, four countries with two articles, and only four countries with
one article.

USA stands out in the first place with the highest number of
citations in the entire Web of Science (GCS = 2194), followed by
China (GCS = 423) and in third place Indonesia (GCS = 297). The
result is the same when it comes to number of citations. USA is first
with 43.01 citations per article, following by China (23.5 citations)
and Indonesia (27 citations).

Figure 1.3 Number of articles published by country.
Source: Web of Science (consulted on 7 October 2021)

4.1.4. Journals

Given that we found 116 different journals, we can conclude that
the diversification is great. Namely, 21 journals published more than
one article on this topic while 95 of them published one article.

Out of all the journals, Leadership Quarterly has the highest
citation count with 1489 citations, followed by the Journal of
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business ethics with 451 citations and Journal of management
spirituality religion with 217 citations.

Table 1.4
Top 5 Journals Publishing Papers Related to Spiritual
Leadership

Source: Titles Records | % of 116
JOURNAL OF MANAGEMENT
SPIRITUALITY RELIGION 14 12.06%
JOURNAL OF BUSINESS ETHICS 11 9.48%
LEADERSHIP QUARTERLY 8 6.89%
LEADERSHIP ORGANIZATION
DEVELOPMENT JOURNAL 5 4.31%
FRONTIERS IN PSYCHOLOGY 4 3.44%

Source: Web of Science (consulted on 7 October 2021)

Journal of management spirituality religion has the highest count
of articles written on the subject with 14 articles followed by Journal
of business ethics with 11 articles and Journal of Leadership
Quarterly with eight articles. Leadership organization development
journal and Frontiers in psychology are also amongst the highest
publishing journals with five and four articles respectively.

When we look at the impact factor of the journals that have
published articles on this topic, we can conclude that the Leadership
quarterly journal leads the field with a impact factor of 10.51.
Journal of business ethics has impact factor of 6.43 and the
Leadership organization development journals has impact factor of
3.23.

4.1.5. Most Common Keywords

The most important keywords are spiritual leadership, workplace
spirituality, work, and job satisfaction. Also, workplace,
performance, impact, climate, management, and ethical leadership
are of highest importance for this field of research.

4.2. Co-Citation Analysis

The second part of the bibliometric analysis is presented as
follows. We will first present a co-citation analysis followed by a co-
authorship network. After that we will present a visual map of the
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collaboration between the countries and finally a keyword analysis.
As stated, all analyses will be presented in the form of maps.

4.2.1. Co-Authorship

Co-authorship started with the screening process that involved all
the authors with one or more articles published on this topic. Such a
way of conducing has spawned 335 researchers that have published
at least one article on this topic. The conducted analysis found 14 co-
authoring networks. It should be noted that these 14 networks came
about because authors who are not related to others, and most of
them are, were removed from the analysis to facilitate interpretation
of the results.
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Figure 1.4 Co-authorship networks

4.2.2. Collaborations between Countries

When referring to collaborations between countries USA is the
most collaborative country. It has collaborations with Canada, China,
and South Korea counting 48 documents (cluster 3). England,
Pakistan, UAE, and Vietnam (Cluster 2) with 8 documents and
Belgium, Germany, Netherlands, and South Africa (Cluster 1) with 5
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documents. In Figure 1.5, collaborations between countries can be
observed.

belgun@® soutliiafricae wusa southjkorea peoplési china england Viepam
US S

%, VOSviewer

Figure 1.5 Collaborations between Countries

4.2.3. Co-Word Analysis

In VOS viewer (version 1.6.17.) five clusters of keywords were
found. Therefore, a cut-off point was established in five or more
occurrences of these keywords.

Figure 1.6 shows the colours of different clusters. First of them
(colour red) comprises 49 occurrences, referring to work, values,
paradigm, and transformation. The most crucial word in this cluster
is work. The second network comprises 92 occurrences (green
cluster), which refers to spiritual leadership, workplace spirituality,
perspective, and commitment. The most important word in this
cluster is spiritual leadership.

The third cluster comprises 26 occurrences (blue cluster), with
spirituality, leadership, and religion as the central term. The fourth
cluster comprises 23 occurrences (yellow cluster), which refers to
performance, impact, spiritual well-being, and climate. The most
important term in this network is performance.
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The fifth cluster comprises eight occurrences (dark blue cluster),
and the main word here is job satisfaction. Figure 1.6 show cluster
colours.
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Figure 1.6 Co-word networks

4.3. Thematic Analysis

In the last section of bibliometric analysis, we presented the
thematic analysis results. This section presents bibliographic
coupling within which we can see the density of the cluster (number
of citations, number of articles). In addition, the topics that dominate
the cluster are presented, as well as the main authors.

4.3.1. Bibliographic Coupling

When two articles reference a common third article in their
bibliographies, bibliographic coupling occurs. When selecting filters
in VOS viewer (version 1.6.18) no cut off on the number of citations
per document was placed. The next step was to select those articles
that were connected. This gave us the final 135 articles which were
divided into eight distinct clusters. Each cluster has its own colour.
Figure 1.7 shows bibliographic coupling analysis.
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Spiritual leadership theory formative years — red cluster
consisted of thirty-eight papers and 1699 citations:

The red cluster refers to the formative period of spiritual
leadership theory. It contains the most important articles, such as the
one by Fry (2003) who started the field of research and Reave (2005)
who first confirmed the theory. This cluster is defined by 38 articles
and contains a total of 1699 citations, which is convincingly the most
of all clusters.

Fry (2003) coined the theory of spiritual leadership. Due to its
originality, this article is the most cited with 708 citations. Fry
(2003) formed spiritual leadership as a topic and presented his
spiritual leadership model as a process. The process signifies the
development of a leader who, to become a spiritual leader, must
possess and develop attributes such as altruistic love, hope, and
vision. If a leader possesses and develops these three attributes, he
can enable calling and membership amongst employees.
Furthermore, through calling and membership of the employees, the
organization will thrive.

The second most cited article was Reave (2005), with 254
citations. Reave (2005) based his research on values such as honesty,
integrity, and humility. He considered them as a spiritual value.
Reave (2005, p. 654) pointed that “there is a clear consistency
between spiritual values and practices and effective leadership*. He
was thus the first to directly confirm spiritual leadership theory (Fry,
2003).

With 219 citations, the third most cited article is from Fry (2005).
In upgrading his 2003 work, Fry in the new model (2005, 2008)
incorporates and explores the positive relationships between the
quality of spiritual leadership and organizational productivity. Fry
(2005) is investigating this relation using longitudinal data from the
Texas attacking squadron. His research has several contributions to
his and other theories. According to Fry (2005) spiritual leadership
theory incorporates and complements charismatic theories as well as
value-based theories such as servant leadership.
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Figure 1.7 Bibliographic coupling analysis

Spiritual leadership and team effectiveness — green cluster (138
Citations, thirty-two papers):

Green cluster is comprised of thirty-two documents. If we
consider the number of documents in this cluster, we can conclude
that with 138 citations green cluster has relatively low number of
citations. This point can be attributed to the novelty of these
documents. The “oldest” is from 2017. The themes of these articles
are related to the different aspects of spiritual leadership in team
effectiveness, job performance, and healthcare.

The first, also the most cited article from this cluster is Yang et
al., (2019) with 29 citations. Yang et al., studies the positive
relationship between spiritual leadership and employee job
performance. They want to know how and when this relationship
happens. They reveal that there is a positive relationship between job
performance and spiritual leadership and that relational energy is a
mediator. Through the relational energy, the integrity of the leader
strengthened the relationship between spiritual leadership and
employee performance.

The second most cited article was Yang and Fry (2018), with 19
citations. In this article, the direct and mediating effects of spiritual
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leadership on burnout of healthcare workers is under investigation.
According to Yang and Fry (2018) burnout has many negative
effects on employee health that ultimately have a negative impact on
personal and organizational outcome. Some of the undesirable
consequences of burnout are poor health, negative attitude towards
work, conflicts at work, psychological distress, etc. Fortunately, their
research proves that spiritual leadership has a positive direct and
mediating effect on burnouts.

The third most cited article was Yang et al., (2019), with 18
citations. Yang et al., (2019) seek to understand how spiritual
leadership affects meaningfulness within a group of people working
on a task and how it ultimately affects group effectiveness. They
found that through a meaningfulness climate, spiritual leadership has
a positive effect on team performance. Moreover, they found that the
connection between spiritual leadership and meaningfulness climate
is stronger in teams with higher levels of task uncertainty than in
those with lower levels of task uncertainty.

Blue Cluster (160 Citations, twenty papers): Spiritual leadership
different themes

Next in line is a blue cluster consisting of twenty articles and
decked with 160 citations. The relationship of spiritual leadership
and organizational performance, sustainable workplace, different
organizational context, etc. are the main topics this cluster of articles
deals with.

According to Crossman (2011), there is a certain synergy between
spiritual and environmental leadership primarily in conceptualizing
terms. This is especially evident in the core values of these two
leadership models. Crossman (201) states that both theories are
closely related to discourse in the literature. His paper is most cited
in blue cluster with 36 citations.

Through structural equation modelling (SEM) Jeon et al., (2013)
sought to examine the relationship between the revised and new
model of spiritual leadership (life satisfaction and inner life Fry
(2005, 2008)) and the organizational context in Korean companies.
The results of their modelling indicate that there are merits in this
relationship. Moreover, they conclude that inner life is crucial in
connecting with the three main factors of spiritual leadership: hope /
faith, altruistic love, and vision. As a result, membership is
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significantly more associated with team productivity and life
satisfaction than calling. Their work accounts to twenty citations and
is second most cited article in blue cluster of articles.

Yellow Cluster (285 Citations, thirteen papers): Organizational
citizenship behaviour

Yellow cluster is composed of thirteen documents with a total of
285 citations. Workplace spirituality, organizational citizenship
behaviour and environmental behaviour are the key themes of this
cluster.

Asfar et al., (2016) is the most cited author in yellow cluster with
110 citations. His research addresses the relationship between
spiritual leadership and pro-environmental behaviour. The author
built and tested this model by putting in a relationship spiritual
leadership and workplace spiritually which is well addressed in
literature. Those two further inspired intrinsic motivation and
environmental passion. Ultimately, intrinsic motivation and
environmental passion influenced pro-environmental behaviour. The
moderating variable was the perceived organizational support
between spiritual leadership and workplace spirituality.

The second most cited article in this cluster is by Chen and Yang
(2012) with 72 citations. Key aim of this study is possible
generalization of spiritual leadership theory to other industries. The
authors researched impact of spiritual leadership on citizenship
behaviour in finance and retail service industries. Chen and Yang
(2012) further confirmed that leaders’ values, behaviours, and
attitudes have significant effect on calling/membership among
employees. It also facilitates them to perform above average
organizational behaviour, including altruism and responsible
conscientiousness in organization.

Black Cluster (90 Citations, thirteen papers): spiritual leadership
concepts

Black cluster is composed of thirteen documents like yellow
cluster, and it has received a total of 90 citations. Some of the most
prominent themes of black cluster are related to the spiritual
leadership characteristics, strategic leadership, leadership concepts.
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Phipps (2012) expands the scope of spiritual leadership to the
strategic leadership area. Namely, she makes a distinction between
private and collective spirituality and believes that this is a critical
factor for the further development of the theory. She proposes a new
framework that describes how a top manager makes strategic
decisions based on his spiritual beliefs. Phipps (2012, p. 177)
believes that this function is mediated with “leader development and
meta-belief and moderated with organizational context and
leadership style”. This article has 48 citations and is the most cited in
black cluster group of articles.

Krishnakumar (2015) present a spiritual contingency model of
spiritual leadership. It is based on follower’s interconnectedness,
existential faith, and leader charisma mainly. He also includes such
moderators as pro-social motivation to lead, narcissism, perceived
organizational support, and follower perceptions of leader integrity.
They also examine the potential “dark side” of spiritual leadership.
His paper is the second most cited article in this cluster with 18
citations.

Light blue Cluster (463 Citations, ten papers): Fry’s development
of the theory

Light blue cluster has ten documents with a total of 463 citations -
the densest citation per article of all the clusters. The themes of these
articles are related to the spiritual leadership and its impact on unit
performance, working hours etc.

Fry (2008) once again leads the filed with 116 citations.
Continuing his 2003 work, he is trying to minimize trade-off
between financial indicators (e.g., profitability, revenue) and spiritual
leadership values such as employee’s well-being, social
responsibility, sustainability. To mitigate managers responsibility to
manage profit, people, planet he is drawing from fields such are
spiritual leadership, conscious capitalism, and workplace spirituality.

Fry and Cohen (2009) are using beneficial spiritual leadership
effects on increasing working hours problem. Their work is second
most cited in this cluster with 108 citations. Based on previous
literature (e.g., Fry 2003, 2005, 2008) they are implementing
spiritual leadership theory to alleviate negative aspects of extended
working hours problem by enhancing employee well-being and
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spirituality at work. Such implementation should minimize sacrifice
of financial performance indicators.

Orange Cluster (47 Citations, seven papers): Women in spiritual
leadership

This cluster is constituted of ten articles with a total of 47
citations. Key themes of these articles are associated to the spiritual
leadership and woman from different region.

Ngunjiri  (2010) search how women leaders from Kenya
experience spiritual leadership. Based on the available literature, the
paper seeks to show the similarities and differences of African
spiritual leadership with the Western conceptualization of this
concept. Courage, hope, altruism is comparable to the Western
concept of spiritual leadership while ubuntu is unique to the African
context. Ngunjiri (2010) is most cited author with 21 citations.

Ramachandaran et al., (2017) have second most cited article in
orange cluster with 10 citations. This study explores how spiritual
intelligence affects women in academia. Understanding the attributes
of spiritual intelligence, the authors believe, will increase their
confidence to take leading roles in the future. They point out that this
research will increase clarity on how spiritual intelligence affects a
balanced and congruent work environment. The integration of
spiritual intelligence into spiritual leadership has outlined several
major effects such as increased credibility, increased moral
principles, and reduced ethical issues in institutions.

Brown Cluster (12 Citations, two papers): Religion and spiritual
leadership

Brown cluster has two documents with a total of 12 citations. The
first one is from Townsend (1984) who has the most cited article
with 7 citations. The second most cited article in this cluster is by
Tkaczynski and Ari (2018) with 5 citations.

Tkaczynski and Ari (2018) seek to understand what motivates
service leaders to attend Christian leadership conferences. They try
to understand whether these motives are homogeneous or
heterogeneous. With the help of spiritual leadership and core
competencies, they defined five key segments. Some of which are
event theme, internal reward, and place of residence.
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5. Conclusions
According to the data presented in this research, we can conclude
that we have found answers to all five research questions.

Q1 — What are the trends of published articles on spiritual
leadership theory?

According to available data from Web of Science, we collected
164 published articles and found 325 authors in this area of research.
We conclude that the field of research is young and does not abound
in a significant number of studies, with an apparent lack of empirical
studies. From Figure 1.2 — the evolution of the number of articles and
reviews published over the years and the number of citations, we see
that the turning point for this area of research originated in 2015.
After that, there is a strong growth until 2020, which is defined by
the most significant number of studies. The reasons for this can be
various, but we can draw a comparison between the COVID19 crisis
and new, alternative leadership models.

Q2 — Which authors have published the most articles? Who
contributed the most to the development of the field of research?

When we look at the most prolific authors, we have a few who
stand out with their work. In the first line, LW Fry can be taken as
the originator of the field of research both in terms of the number of
studies (10) and the number of citations (1247), but also in terms of
the most cited article (708). We also have several other authors with
more articles (n > 4), including Ali, Chen, Hunsaker, and Usman.
Although their contribution to the number of articles is significant
and commendable, they are not included in the most cited authors or
articles. That position was taken by Reave (2005), with the second-
highest citation just behind LW Fry (2003). Only Chen CY is among
the most cited authors. Along with LW Fry and Reave, Benefield
stands out with one article but the third most cited. Furthermore,
among the top five most cited articles are as many as three from LW
Fry. From the above data, we can conclude that the two authors are
highly dominant in their impact in this area of research. The
expectation of other authors is expected to increase the frequency of
citations in spiritual leadership.

Q3 — How are key articles divided by top journals, countries, and
institutions? What is the impact factor of these journals?
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From Figure 1.3 and Table 1.4, it can be read that the USA is the
most represented country in the field of research. Namely, they have
more than three times as many articles published than China as an
accompanying country. However, what is encouraging is the
divergence of the countries involved in this area of research. Namely,
researchers from as many as 41 countries participated, and we can
conclude that spiritual leadership has captured the global attention of
the research audience.

As many as 116 different journals have written one or more
articles on spiritual leadership. The leading proponents among these
journals are Journal of management spirituality (n = 14), Journal of
business ethics (n = 11), and Leadership quarterly (n = 8), with
Leadership quarterly standing out with the highest impact factor
(JCR =10.51) and Journal of business ethics (JCR = 6.43).

Q4 — Advanced bibliometric analysis (e.g., co-citation, co-words,
co-authorship, bibliographic coupling) of the field of research.

Among 335 researchers, we found a total of 14 co-authoring
networks. The USA stands out as the country that cooperates the
most with other countries, which is expected given the 51 articles
published. In collaborations between countries, we found three
primary casters. The USA enters cluster three while the other
countries are deployed in the remaining two clusters.

Co-word analysis showed that the research areas were defined
with five main clusters. All clusters are associated with different
keywords. The most important are work, spiritual leadership,
performance, and job satisfaction.

Q5 — Does the field of research have main topics? What is the
direction of development of the field of research?

We found eight main thematic clusters. Each cluster has a defined
number of published articles as well as citations. The first most cited
cluster is a red one with thirty-eighth papers and 1699 citations. This
cluster includes the most important research of spiritual leadership
and refers to the formative period of the research area. The second
most cited cluster is the blue cluster which has ten articles and 463
citations. This cluster refers to Fry (2003)’s work with which he
began research in spiritual leadership. The third most cited cluster is
the yellow cluster, with 285 citations and thirteen papers. The main
topic of this cluster is organizational citizenship behaviour.
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Other clusters are defined with a large number of articles;

however, their citations are minimal and do not have much impact on
the field of research. The main topics they deal with are spiritual
leadership and team effectiveness, spiritual leadership concepts,
women in spiritual leadership.
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Abstract

In the context of future-diagnostics, the possibilities of an effective
balance of socio-economic strategy, tactics and operatives are being
studied. The identification of key and tangible points of the formation of
the state orbit is taking place. The possibilities of strategic socio-
economic programming of the effective development of the society
system are considered from the point of view of global evolutionism.
Conclusions on ways to improve the reforms are offered.
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Introduction

The purpose of this text is to characterize the emerging
relationship between real sovereignty and political and economic
efficiency. Real sovereignty is considered as one of the criteria for
the fruitfulness of the implementation of the balance of strategy,
tactics and operational art in the government course. At the same
time, real sovereignty resonates with a range of socio-economic,
socio-demographic parameters, for example, the quality of life, the

37



dynamics of fertility, mortality and migration, overcoming the
relative and absolute impoverishment of the people, as well as the
stratification of the population along property lines.

Materials and Methods

The general theory of global evolutionism of socio-economic
organisms (first of all, cultural and civilizational worlds) provided
reliable grounds for balancing strategy, tactics and operational art,
including a flexible response to a change in the environment of
existence (Kurth, 1993; Etzioni, Lawrence, 1989). Meanwhile, post-
globality is a new reality that is being formed today. Post-globalism
is a new worldview, new strategies for the world order. Forecasting
has accordingly increased and changed its tools, resource and
methodological bases.

Future-diagnostics uses a variety of scientific methods. Modeling
emerging processes allows you to highlight the leading trends and
their critical points. The conduction of the analysis provides an
opportunity to optimize approaches and behavior. Programming
focuses on desirable actions. Since understanding is provided not just
by knowledge of the object under study, but by the study of its entire
history, in the unity of transformations and their results, then
knowledge about the future will be incomplete without tracking the
ways of its formation. Methodological validity of the text is based on
the syncretism of concrete-historical and abstract-logical approaches.

The creation and use of a combination of internal and external
prerequisites, taking into account the characteristics of a particular
statehood, allows to raise or lower, change or fix the orbit of people's
development. The impact is especially noticeable at the key moments
of transformations, which include periods of transition (especially
inter-paradigm ones). Thus, it is precisely at the key, critical points
of the historical development of both the ecumene as integrity and a
separate cultural and civilizational world that the impact on the
unique “buds of the future” and “windows of vulnerability” can lead
to a significant change in the trajectory of transformation.

Results and Discussion
Turning the next page of history again raises interest in the future-
diagnostics of changing relationships both in the world order and in

38



the inner life of society (Hage, Powers, 1992; Dube, 1988). The past
years have not only raised the question of the quality of organization
and management: both systemic and in the personal aspect, but have
once again revealed a strong connection with the realization of the
ability to make and to realize decisions in the long-term interests of
their peoples.

Under these conditions, the very concept of development needs to
be updated: in addition to stable and balanced growth, it must
provide innovative forms for the traditionally developed mechanisms
of social life and focus on such maxims as solidarity, freedom of
choice, beliefs and speech, tolerance, demanding adequate
management flexibility, first of all, — incentive resources. Thus, in
particular, the creation of objective conditions for increasing the need
for creative work and the realization of highly individual talent of an
employee requires fundamental changes related to the transition from
directive management methods to stimulating activity, the
widespread use of value-sense complexes of personnel, the use of an
arsenal of industrial democracy, social partnership, flexible forms of
organization and regulation. The discrediting of technocratic recipes
of management as unrealistic, the increased attention to value
orientations has demonstrated that traditional organizational
approaches do not correspond to the modern economic and
technological structure of society. Accordingly, both a change in
economic culture and a renewal of the arsenal of an effective balance
of strategy, tactics and operational art are required.

The innovative-synergetic approach to management is naturally
consistent with the features of the control object and the elements of
the decision-making system, i.e. all the complexity of managing
nonlinear systems is contained in the analysis of the space-temporal
parameters of problems, which allows you to make non-standard
decisions, making point changes from the standpoint of a systemic
vision of what is desired (Shedyakov, 2015; 2017). This is especially
significant in the field of high-tech science-intensive industries.
Reliance on the experience of “manual control” reinforces the lag of
managerial decisions and, moreover, actions, from social processes,
and belief in the optimality of spontaneous development weakens the
regulatory capabilities of society, while the anticipatory reflection of
complex reality by science lays the foundation for the adequacy of
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managerial mechanisms to global development trends. At the
institutional and structural level, the corresponding reformation of
corporations strengthens the tendency to eliminate the clutter of
managerial links, the transformation of those previously employed in
control and distribution functions into advisers to improve the
professionalism of decisions, while in the value-cultural area, instead
of the traditional cult of loyalty, servility and diligence, it focuses on
self-esteem, achieving professionalism, freedom and creativity. At
the same time, there is a transition from directive administration to
stimulating desired changes (including in behaviour) as a model of
managerial influence.

The main success factor in changing the balance of strategy,
tactics and operational art is flexibility, mobility, susceptibility, and
the ability to quickly adapt to changes in the economic situation, the
possibilities of which are concentrated in managerial compositions,
which are complex innovative solutions for mastering effective
organizational and managerial models in these specific conditions.
As you know, the traditional culture of the agrarian society
implemented the main function of managing economic activity
within the framework of the formula “do it because it was done
before you”. In an industrial society with a modern culture, the
generalizing direction of economic management was “do it because
it is rational”. The post-industrial region is characterized by the “do it
because it is effective” approach. Moreover, a variety of paradigms
for the realizing of managerial compositions can be effective for
regional economic systems. At the same time, under the influence of
multidimensional transformations, it is meaningless to obediently
follow any external canon; a set of solutions is needed to combine
post-crisis and development logics in relation to specific conditions.
From each class of models of life order and development, a specific
cultural and civilizational world can receive its specifics,
respectively, both to its value-sense complexes, and to the dynamics
of change.

In particular, varieties of postmodern models are based on the
priority release of the creative forces of post-globalism, the
strengthening of the network (network-centric) nature of the socio-
cultural environment and the growing role of the information sphere
of competition (Shedyakov, 2021). At the same time, the creation of
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a program of political life with the resources of public strategic
design correlates with the features of postmodernity as models and
practices for the formation of a rough outline of the future, the
creation of its plan and the identification of intentions.

Meanwhile, now the Oikumene is facing new challenges of a
historical level, transforming both the priorities of social
development and security, and the emphasis in the realization of
partnership and competition between cultural and civilizational
worlds. The operation of the law of uneven historical development
leads to a constant change of development leaders in the ecumene,
changing ideas about what is proper and desirable (in particular, in
organizational and managerial relations). At the same time, on the
one hand, history is full of zigzags in the social life of cultural and
civilizational worlds, demonstrating uneven development, reliance
on various combinations of factors of political and economic success,
and the ability to “overtake without catching up”. On the other hand,
there are cases when cultural and civilizational worlds refused to
develop and limited external interaction, which directly formed some
important features in the management culture. Of course, the
conditional predominance of any of the cultural and civilizational
worlds at a certain moment does not at all mean its greater potential
value for the entire ecumene, just as those who fell in competition
often harboured saving opportunities for humanity. Sometimes it
may seem as if it is easier to copy someone than to create one
yourself. So, it seems to be easier to engage in the service of existing
centres than to fight for independent production and real economic
sovereignty. It may seem that it is faster to host nodes of foreign
lines than to painstakingly improve one's own. However, ensuring
long-term and sustainable development requires the creation of its
own economic and social pillars, which are now priority related to
maintaining both a stimulating environment and growth clusters,
finding ways to resolve the contradiction between the objective need
to cultivate creative talent (primarily spiritual) and “brain drain” in
the direction of the most prosperous regions of the ecumene.
Accordingly, the sound of the principles of meritocracy is growing,
the role of scientific, educational and industrial clusters is increasing,
the central figure of which is the invited / invited scientific
consultant-expert on solving a specific range of issues as a
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representative of the expert community, a certain school of academic
and applied science.

The transition in post-global social engineering to the network
foundations of freedom and the logic of post-globalism, the logic of
freedom are both a rejection of the unity of any basis for
development and the affirmation of the universality of pluralism.
There is no coercion, and no one owes anything to anyone. When
there is no stable external support in the form of a common ideology,
a single culture, a generally recognized science, then one should be
tolerant of everything, recognize the right to exist that is unlike and
unacceptable. There is a place here for cultural and civilizational
worlds based on any productive value-sense foundations; former
leaders of modernity are no more successful in terms of postmodern
logic than others. At the same time, it is sad for any country if,
unable to rely on its own potential, it does not organically enter any
of the centres of power and is not able to interest any of them in
itself, dooming itself to the fate of a resource donor.

Accordingly, the issue of spreading socially responsible
behaviour is of cardinal importance. Socio-political regression —
individual reduction to bestial instincts and social atomization — are
stimulated by an environment that focuses on consumerism and
hoarding, rejecting the essential forces of man in favour of the
fetishization of things and capital. Accordingly, acculturation /
socialization form two alternative strategies: to fight either for one's
civilization or for oneself (often with adherence to the values of a
successful one in a given period of history).

At the same time, some of the value and behavioural hierarchies
may not correspond to the canons of external perception. The
acquisition of meaning by the image, inclusion in the sociocultural
space becomes a conscious personal choice, the formation of both
citizenship and social relations (sociality, social fabric, sociocultural
capital, etc.). The notorious resource-methodological pluralism of
post-globalism implies overcoming the obligatory canons and
clichés, the emergence and implementation of genuine freedom of
choice for everyone, from directive coercion to stimulating desirable
transformations for society. Dissent is by no means intent to commit
a state crime, but a creative resource for development, expanding the
potential of solutions. On the contrary, loyalty and servility are not at
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all grounds for condoning any anti-social act. The basis of socio-
cultural capital includes and will strengthen the awareness of one's
belonging to a certain circle of stable social relations and groups of
online identity is created on the basis of socio-cultural networks. The
place of forms of personal dependence in a traditional society and
commodity dependence (taking a general form in monetary form) is
occupied by the features of network rhizomic relations. At the same
time, the social system completes the social-personal era, while the
non-systemic social community opens the individual-psychological
one. In the period of transformation of society, their features overlap
and intersect. On the contrary, the descent to the patterns of “cultural
chewing gum”, the cultivation of social infantilism and unanimity is
one of the most dangerous vestiges of egalitarianism. Unpretentious
culture robs the meaning of relationships, accessibility generally
deprives of meaning. At the same time, the deepest inequality is the
inequality of talents, primarily in the creation of meanings, in
perception and interpretation. However, the very existence of the
social environment of pseudo-democratic socio-political formations,
on the one hand, allows their ruling and opposition elites to formally
follow the gquasi-Western canons to hide content different from them,
but, on the other hand, makes them vulnerable to influences under
the slogans of implementing the declared values. At the same time,
as practice shows, measures of informational pressure are effectively
complemented by the same forceful actions (often justified by
pretexts that are later recognized as erroneous). Of course, without
the economic power of the country, it is impossible for a long time to
ensure the ability to make decisions in its own interests and prevent
its transformation into a limitrophe serving the achievement of other
people's goals. Today, this requires a foundation in the form of a
knowledge economy and an emphasis on advanced technological
paradigms.

The degradation of the legacy of past years and the loss of foreign
policy subjectivity are strongly interconnected. The time of forced
inter-paradigm transformations dramatically expands the window of
opportunity, the use of which affects not only the current state of
affairs, but also lays down long-term trends, bringing subsequent
transformations into one or another orbit. The essence of the ongoing
processes is related to the confrontation of various options for further

43



changes, and not just the withering away of past strategies and the
birth of future ones. The transitional period is the time of strategic
manoeuvring. The essence of the processes that fill the transition
period is associated with the confrontation of various options for
further changes, and not just the withering away of past strategies
and the birth of future ones. The importance of transitional inter-
paradigmality is connected, first of all, with going beyond the
“corridor of freedom”, and, therefore, with a cardinal increase in the
range of both opportunities and risks. In particular, if earlier
organizational and managerial art was manifested in the most
complete development of the “most advanced” model for its time,
now the task is to cultivate “specialness” as the basis for the
competition of various models.

On the former fundamental basis, new actual connections are
growing. The priorities of ensuring both economic security and real
sovereignty are also shifting. As the saturation of primary needs is
achieved, spiritual production naturally comes to the forefront of life
with its core — spiritual creativity. The achievements of the spirit and
the achievements of the mind are intertwined with creative search.
According to the well-known formula, “leaders create ideas; the lot
of outsiders is to produce things”. The place in the world of the
future is a function of the quality of the organization of spiritual life,
in particular, spiritual production. The main value is not things,
money or capital, but knowledge and understanding. Spiritual
production becomes a defining part of political and economic
systems, and sociocultural intelligence enters the core of
competition.

Conceptual power is one, that allowing determining actions /
inaction at the level of mental matrices, operating with cultural and
civilizational codes in the long-term political and economic
programming of social processes. At this level, political-economic
and socio-cultural organization and management are tightly linked.
Its convex manifestation is the ability to set and maintain the vector
of paradigm transformations, to ensure the effective reformatting of
public consciousness and life. The subjectivity of changes often
predetermines their direction, pace, nature, and influences in whose
interests they will be carried out. And when reformatting as
transformations of the paradigm level, it is especially important to
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maintain a balance between the stability of the basic structures and
shaping that can ensure adaptation to new trends and processes of
environmental change. Both attempts to transform (individual and
social) into an element of a different cultural and civilizational world
with the loss of their own identity, and the restoration of outdated
forms that are ineffective in the new conditions, can become
dangerous. Thus, realizing in social engineering involves the fusion
of science, art and craft of the productive application of the collective
unconscious and social consciousness, psychology and ideology of
development (in particular, change), the allocation of controlled,
self-controlled and uncontrolled processes.

As economic analysis clearly demonstrates, due to the rejection of
the socialist system and the breakdown of the organization of mutual
economic assistance, there was also a loss of the real political and
economic weight of the countries that previously belonged to the
camp of real socialism.

Meanwhile, real sovereignty was torpedoed by external vassal
obligations. Solving the interests of external centres is undermining
productive forces of nations. Attempts to increase external influence
in the interests of others are often associated with a weakening of
their socio-economic dynamics and production efficiency.

People's sovereignty, when making cardinal decisions, was
increasingly de facto replaced by the imposition of approaches
convenient for the Past and the manipulation of public opinion with
the help of juggling bugbears, whipping up propaganda hysteria, and
distorting the norms of upbringing, education and behaviour. Cancer
cells of the military bases of regimes that do not want to leave the
historical proscenium, their constant aggression and coups, the
arsenal of biochemical weapons that threaten humanity and, in
general, weapons of mass destruction, invasion and occupation of
entire regions (in particular, the Islamic world) with the destruction
of peaceful infrastructures and industries, robbery and massacres of
the civilian population, the imposition of chaos, illiterate and
unprofessional personnel leads to long-term responsibility of the
cultivated elite of the enslaved countries to Past, but not to Future.
Appropriate living standards of easy pastime, pleasure and relaxed
expectation of a varied “miracle” are being aggressively imposed on
new generations. The division into enclaves of study, residence, and
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life of opposing groups becomes so distinct that it resembles the
antagonism of the classical “two nations”: the upper strata and the
people. Inherited property, family interweaving of clans, selectivity
in the application of the rule of law fixes this split in society.
Future-diagnostics confirmed, the renaissance of general cultural
foundations is a prerequisite for creating a holistic social
development: both a person and society, and its economy are
organic, not mechanical phenomena; they cannot be understood,
predicted or changed solely in terms of selfish choice. In particular,
the ethical base of material and economic relations covers not only
the old (including religious and hierarchical) values, but also new
ones, associated with a critical view of "technological slavery" and
the production imperative of life, with a focus on the harmony of
labour and independence in the choice of activities, its place and
time. So, sovereignty is directly related to dignity, self-worth, self-
sufficiency, pride, institutional memory and basic value-sense
complexes of the cultural and civilizational world, the role of which
grows immeasurably with the strengthening of post-globalism
tendencies. The ability to protect and grow one’s historical solutions,
protecting them from the influence of competitors, characterizes
creative innovative models, in contrast to imitation-borrowed ones.
An effective form of maintaining the vector and structure of changes
is the formation of one’s own social Super-project. The nature of the
public Super-project programs political life, but it itself can be
oriented either towards ‘“pragmatic” values and cement public
support for petty-bourgeois-consumer socio-political behaviour, or
towards high values-ideals with the release of creative values.

Conclusions

Post-globalism is most clearly manifested as a quality, firstly, of
understanding / perception / ideas and, secondly, mastering the
emerging reality within the framework of material and spiritual
practices. Real sovereignty and political-economic efficiency
resonate mutually. Attempts to increase external influence in the
interests of others are often associated with a weakening of their
socio-economic dynamics and production efficiency. It is necessary
to proceed from ideas about the changed environment in order to
properly build the current balance of strategy, tactics and operational
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art. At the same time, selectivity in the choice of each person
naturally increases, as well as the role of the quality of life, socio-
demographic and socio-cultural processes, and the spiritual
dimension of society too. An effective form of maintaining the
vector and structure of changes is the formation of one's own social
Super-project.

Thus, the strengthening of the post-globalism trend for models of
life and development means, in particular, the orientation of resource
bases and methodologies for organizational support of efficiency,
competitiveness and conciliarity in the conditions of the political-
economic environment not of the system, but of integrity - with a
complex of special characteristics inherent in it. Future-diagnostics
confirmed the renaissance of general cultural foundations is a
prerequisite for creating a holistic social development: both a person
and society, and its economy are organic, not mechanical
phenomena; they cannot be understood, predicted or changed solely
in terms of selfish choice. In particular, the ethical base of material
and economic relations covers not only the old (including religious
and hierarchical) values, but also new ones, associated with a critical
view of "technological slavery" and the production imperative of life,
with a focus on the harmony of labour and independence in the
choice of activities, its place and time. So, sovereignty is directly
related to dignity, self-worth, self-sufficiency, pride, institutional
memory and basic value-sense complexes of the cultural and
civilizational world, the role of which grows immeasurably with the
strengthening of post-globalism tendencies. The ability to protect and
grow one's historical solutions, protecting them from the influence of
competitors, characterizes creative innovative models, in contrast to
imitation-borrowed ones. The grounds for public consent are
strengthened by productive opportunities for establishing civil
dialogue and public-private partnerships. In addition, a significant
increase in opportunities occurs, first of all, with the ordering of
chaos in zones of active cultural diffusion. At the same time, the
growth of activity in the long-term ensuring its competitiveness is
associated mainly with the most knowledge-intensive and / or highly
profitable industries. In a smart society, knowledge is a serious
competitive advantage, the use of which requires flexibility,
adaptability, and proportion to tasks and conditions. An increase in
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the role of deliberately spontaneous factors and an increase in the
order of uncertainty orients towards a readiness for a combination of
controlled, uncontrolled and self-controlled. Nowadays, the ecology
of the individual presupposes a constant civic choice in favour of
creativity as a manifestation of a purely individual combination of
talents in a socially provided form. If earlier a person, as a rule, was
realized within the strict framework of a life path predetermined by
birth, today, on a social scale, the freedom of choice in the
production of meanings has replaced the former freedom from choice
with relegation to animal-thing reproduction. The place of a social
predisposition to an alienated canon and an individual impulse to
creativity was taken by a social need for creativity, supplemented by
an individual tendency to escape from the complexities of freedom.
The contradiction of tribal forces unfolds into social conflicts,
causing variants of sublimation.
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Abstract

Ukrainian economy in modern conditions is characterized by increased
competition, the emergence of new opportunities and threats to the
development of business structures associated with uncertainty and
environmental impact, exacerbated by the COVID-19 pandemic in the
country and the world. The rise and competitiveness of domestic
business structures largely depend on the efficiency of their operation,
as well as on methods and mechanisms of management. The key
indicator of economic activity of the enterprise is the development of its
socio-economic activity. The aim of the research was to study the main
aspects of crisis management of socio-economic activities of business
structures based on the analysis of theoretical research, publications
and practice of individual enterprises. The essence of anti-crisis
management, preconditions of activization of processes of social and
economic development, mechanisms and tools of anti-crisis management
are conditionally divided, four groups are conditionally divided:
administrative, economic, financial and social. A meaningful
description of anti-crisis management of socio-economic activities of
business structures is devoted.
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Introduction

Economy of Ukraine in modern conditions is characterized by
increased competition, the emergence of new opportunities and
threats to the development of business structures associated with
uncertainty and environmental impact, exacerbated by the COVID-
19 pandemic in the country and the world. Moreover, the impact of
the external environment is becoming increasingly significant, which
is one of the powerful destabilizing factors in the development of the
real sector of the economy, capable of leading it to crisis. The rise
and competitiveness of domestic business structures largely depend
on the efficiency of their operation, as well as on methods and
mechanisms of management. The management of business structures
must be prepared for possible manifestations of the crisis, so it is
necessary to monitor the activities of the enterprise, timely assess the
crisis in the enterprise, develop anti-crisis management solutions and
improve methods of assessing the crisis. The key indicator of
economic activity of the enterprise is the development of its socio-
economic activity.

Materials and Methods

The information base of the study consisted of the works of many
ukrainian scientists, such as: A. Peretyatko, O. Tarianyk, V.
Yevtushenko, B. Sorin, A. Pohrebniak, T. Pozhuieva, O. Shylova, A.
Tkachenko, S. Telin, S. Filyppova, L. Frolova, and others, as well as
foreign scientists who have studied the mechanisms of crisis
management: J. Schumpeter, I. Ansoff, F. Kotler, A. Thompson and
others. However, views on the essence of the concept of "crisis
management”, given the modernity and constant development, are
somewhat different and ambiguous. Thus, it is necessary to
systematize the theoretical knowledge in the field of crisis
management of business structures and identify further opportunities
to address issues related to the concept of “crisis management of
socio-economic activities of business structures”.

In the process of research, the methods of analysis and synthesis,
comparison, grouping, method of graphic analysis, tabular method
were applied.
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Results and Discussion

During the analysis of scientific literature, we concluded that the
essence of the concept of “crisis” is a disruption in the work of
business structures up to the possibility of bankruptcy, caused by a
combination of situations that are influenced by external and internal
factors. We can agree with the authors O. Maslak and O. Hromiak,
who note that “in the current instability and dynamism of economic
activity, companies must have highly effective management
technologies that would allow in a short period of time to form
structured information about the current situation at the enterprise in
order to make management decisions on prevention or effective
crisis management”. In particular, such a technology can be a rapid
assessment of internal crises in the enterprise, which, using low
resource costs, allows to form a preliminary idea of the causes and
possible consequences of the crisis and provide a structured database
for effective anti-crisis measures (Maslak, 2013). According to the
authors |. Tarasenko and O. Batrak “in the functioning of any
organization there is a probability of crisis, which is due not only to
errors in management strategy, insufficient attention to development
problems, but also such objective factors as market fluctuations,
periodic modernization of technology, changes in production
organization, personnel changes or changes in environmental factors
of the enterprise, including — economic and political conditions and
factors” (Tarasenko, 2013). The instability of the economy makes it
necessary for each business entity to constantly look for ways to
improve the efficiency of its economic activity.

The key indicator of economic activity of the enterprise is the
development of its socio-economic activity (Yermak, 2017).
Moreover, development in the modern context consists of two main
semantic parts — economic and social. In this case, economic growth
and social progress must be considered in conjunction, in unity,
because, on the one hand, the economy creates conditions for human
development, to improve the level and quality of their lives, on the
other hand - man is the most important active resource for economic
growth social development is an effective reproductive factor.

The following can be considered as objective preconditions for
intensifying the processes of socio-economic development on the
basis of innovation as a complex socio-economic entity:
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— globalization of the economy and its ambiguous impact on
human resource development, which leads to the unprecedented
emergence of strategic challenges and social threats to various
segments of the population, strengthening the processes of social
stratification;

— development of a new economy, characterized by the
development of the information society and intellectual economy
through the creation of a powerful information and communication
sector, the efficiency of health and education systems, the
development of the banking and financial sectors;

— growth of social responsibility of business, which is associated
with the need to maximize the company's positive impact on society;
building civil society; promoting the implementation of the
principles of public-private partnership;

— the growing importance of innovation in the socio-economic
development of enterprises, which actualizes the development of
innovative work in the management system of the enterprise in
ensuring its long-term competitiveness;

— strengthening the importance of intellectualization of
production, accompanied by a change in established views in the
direction of increasing the value of human capital of enterprises;

— increasing the role of education and lifelong learning of staff,
the development of competencies of different categories of
professionals in ensuring their competitiveness in the labor market;

— exacerbation of problems of social protection of workers against
the background of rising unemployment in the country, poverty,
social inequality;

— the growing importance of greening the management of
enterprises, which necessitates the integration of environmental
protection measures into the strategy of sustainable socially oriented
development of the enterprise (Simchenko, 2010).

Anti-crisis  management of socio-economic  activity is
implemented based on the use of both general scientific methods and
research approaches, as well as specific methods specific to scientific
forecasting of socio-economic phenomena. Among the general
approaches, the following can be distinguished: historical, complex,
systemic, structural, system structural (Melnyk, 2011).
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The historical approach consists in considering each phenomenon
in the relationship of its historical forms. Management is based on
the transfer of laws and trends that exist in the present beyond its
borders, to recreate a not yet existing model of the future on this
basis. The connection of different historical forms of existence of the
same phenomenon means that the current state of the object under
study is a natural result of its previous development. And the future
state is a natural result of development in the past and present.

A comprehensive approach includes consideration of phenomena
in their connection and dependence on each other, using research
methods not only of this, but also of other sciences that study the
same phenomenon. The theoretical basis for the development of
scientific ideas about future development is political economy. For
the same purpose, the scientific apparatus of other social sciences is
widely used in the theory and practice of economic forecasting.

The systemic approach involves the study of quantitative and
qualitative patterns of probabilistic processes in complex economic
systems. It plays an important role in economic forecasting. Every
phenomenon of reality can be considered as a system. This means
that it consists of a few interconnected parts, elements that provide
generally defined properties and functions. Knowing these properties
and functions, it is possible to predict how the researched object will
behave.

The structural approach plays an important role in the study of
objects of management of socio-economic development, since the
purpose of the study is a causal explanation, that is, establishing the
cause of the phenomenon under study.

The systemic-structural approach assumes, on the one hand, the
consideration of the economic system as a dynamically developing
whole, and on the other hand — the dismemberment of the system
into constituent structural elements in their interaction, since in real
conditions each structural element affects both all other elements and
and the system as a whole. This creates an opportunity to reveal the
regularities of connections of system elements, as well as their
relationship and subordination.

Mechanisms and tools of anti-crisis management of business
structures can be conditionally divided into 4 main groups:
administrative, economic, financial and social.

53



Administrative mechanisms are based on the one hand, on the
power of state power and are divided into measures of prohibition,
permission, and coercion, on the other hand, on processes that arise
directly within the enterprise in the form of management teams,
issuing tasks to executors that exclude alternatives when performing
work, and differ in sub the objectivity of managers’ approaches. In
countries with a developed market economy, the scope of
administrative methods is mainly limited to environmental protection
(environmental regulations, limits, fines, sanctions), maintenance of
the minimum parameters of the standard of living of the population
(minimum salary, living wage, social norms, social standards),
liquidation negative consequences of market competition (monopoly
— by setting production quotas, limiting prices, profitability,
standardization) and the fight against shadow business (Melnyk,
2011). Administrative mechanisms are implemented using a system
of administrative regulation tools, namely: quotas, limits, licensing,
rationing, standardization, government orders, etc.

The application of economic mechanisms of anti-crisis
management best meets today’s requirements, which are caused by
the uncertainty of the external environment, the unstable economic
and political situation in the country. The reason for the effectiveness
of economic mechanisms is the great tendency of people to respond
to economic incentives, which is due to the nature of economic
interest. It is in the provision or deprivation of economic goods that
the action of the economic mechanism consists of. After all, as S.
Mochernyi notes, “...under capitalism... workers get personal
freedom and are deprived of means of production and means of
livelihood” (Mochernyi, 2005). The list of methods and tools of anti-
crisis management of the socio-economic activity of the enterprise
cannot be unambiguous, since the dynamics of changes in modern
economic life, new challenges and problems forces the subjects of
management to find new forms of influence on objects under their
control. We should also note that, along with state subsidies, there
may be state investments to finance targeted development programs,
and the company’s management, along with traditional material
incentives (salary, bonuses), may offer employees insurance, medical
care, payment for mobile communications and gasoline, free lunches,
etc. (Semenova, 2012).
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Most often, in the literature, financial mechanisms are defined as
a set of financial methods and forms, tools and levers of influence on
the social and economic development of society. Such tools are
aimed at optimizing enterprise management in the short term (crisis
management). They include the development of financial stimulation
tools for the current situation: employees, suppliers and buyers
through the optimization of working capital management, units of
effective distribution of intra-economic resources, managers and
business owners (Kaidrovych, 2014). This includes various financial
management methods and business organization tools that ensure the
effectiveness of using these methods.

The main tools of social mechanisms of anti-crisis management at
the macro level are the culture of society, the system of economic
management, and the socio-economic condition of social groups. At
the level of business structures, the following main components can
be distinguished: personnel development, health care and safe
working conditions, socially responsible restructuring, which can be
implemented using the following tools (Motivation, 2007):
application of motivational and innovative schemes and payment
systems; providing employees with a social package in various
amounts; creation of conditions for recreation and leisure, including
family; support and optimization of internal communications in the
organization; participation of employees in management decision-
making, etc.

The process of anti-crisis management of the socio-economic
activity of business structures should include the stages of assessing
the competitive status of the enterprise and diagnosing its socio-
economic potential. For this, the phase of the life cycle of the
enterprise is established (inception, formation, growth, early
maturity, maturity, aging). The competitive status, which is
characterized by the competitive position, competitiveness and
competitive stability of the enterprise, can serve as an indicator for
evaluating the phase of the enterprise's life cycle. Means of assessing
the competitive status of an enterprise, which are based on
discriminant and neural models, make it possible to obtain
comprehensive quantitative and qualitative assessments of the
competitive position of enterprises, their competitiveness, as well as
competitive stability. There are also a number of other methods of
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assessing the competitive status of an enterprise, which include
methods of financial analysis, methods of fuzzy set theory, economic
and statistical methods, methods of system analysis, etc.
(Timoshchuk, 2015). External factors affecting the competitiveness
and competitive status of the enterprise can be represented by five
groups: human resources, physical resources, intellectual resources,
financial resources, infrastructure.

O. Shilova in his work “Development of the anti-crisis program
of the enterprise in the conditions of the innovative path of
development” presents a meaningful description of the mechanism of
the anti-crisis program.

Considering this approach and transferring it to the anti-crisis
management of the socio-economic activity of the enterprise, the
latter can be presented in the form of a series of measures based on
the proposed provisions, which will contribute to the further
strengthening of the position of business structures in the conditions
of a changing external environment (Table 1.5).

Monitoring indicators of socio-economic activity of business
structures, as well as the external environment, makes it possible to
make informed decisions regarding the regulation of the anti-crisis
management process. At the same time, the effectiveness of
management decisions significantly depends on the effectiveness of
the company’s management system and the perfection of the anti-
crisis mechanisms used by the business structure.

Conclusions

So, some aspects of anti-crisis management of socio-economic
activity of business structures have been considered. It has a strategic
orientation and takes into account the dynamism of the development
of the business structure, thus causing a more detailed study of the
mechanisms, approaches and indicators of management of its socio-
economic activity. The developed substantive characteristics of anti-
crisis management of socio-economic activities of business
structures will contribute to increasing the efficiency of their
functioning in the future.
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Table 1.5

Content characteristics of anti-crisis management of socio-
economic activities of business structures

Characteristics

Types of anti-crisis management

of anti-crisis - .. ..
Pre-crisis Crisis Post-crisis
management
exit of the business structure from an unstable state and prevention
1. Purpose
of further bankruptcy
. assessment of the
assessment of the risks o .
A . scale of the crisis | review of strengths
of a crisis in the socio- . ;
> . of socio-economic and weaknesses
economic activity of L
2. Tasks - activity of under new
business structures and . .
a forecast of its business economic
structures and its conditions
consequences
phase
3. The main
mechanisms of . . - . .
SO administrative, economic, financial and social
anti-crisis
management
4. Approaches
to anti-crisis historical, complex, systemic, structural, system-structural
management

5. Idicators for
evaluation of

availability of social,
training, educational
programs for personnel

group of
indicators of
economic activity;

introduction of new
products of higher
quality, which is

business ) 4
development; group of confirmed by
structures e - . . o )
A coefficient of financial indicators of relevant certificates;
activitity for the . - o
: autonomy; social activity; expenses for
selection of - . - . :
S the ratio of the price of internal rate of innovative research
anti-crisis , . . .
the company’s products return; payback in the field of
measures - . P
to the industry average period activity
6. Methods of
monitoring

indicators of
socio-economic
activity

scenario approach (optimistic, pessimistic, most expected scenarios);
strategic controlling

Source: developed by authors based on Shylova, 2013
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Abstract

Technological advance is reshaping how individuals work and learn,
creating new opportunities and jobs. Reaping the full benefits of digital
transformation depends on the capacity of education systems to
guarantee a minimum threshold of the transferable mix of skills with
cognitive, social and emotional components, allowing the workforce’s
changes within and between future occupations.

This chapter explores the knowing and learning processes as enablers
for skills formation, adding value for students, other customers and
educational organizations as a whole. Main instructional approaches
(e.g. teacher-centred learning and student-centred learning) were
analyzed as well as the multidimensional nature of knowledge and
technology to highlight the growing importance of knowledge
management within the educational context.

The findings emphasized the remaining unexploited potential of
education through organizational learning and innovation for
improving students learning outcomes and performance. Enhancement
of learning opportunities by making the most use of the student-centred
learning approach and suitable use of digital transformation may
provide learners with skills needed for the transition to the digital world
of work. Finally, the analysis of instructional approaches adopted by
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educators as knowledge facilitators may provide useful insights in the
attempt to place learners in the centre of learning and provide them with
attitudes to absorb and expand knowledge to navigate labour market
needs.

Keywords: digital transformation, knowledge management, education,
student-centred learning.

Introduction

Fast-evolving technology has changed the nature of economies
and societies which are undergoing a digital transformation shaping
the skills required and rewarded in the labour market. Digital
transformation has many facets which are changing the way people
interact with one another, work, communicate and live. Artificial
intelligence and machine learning-enabled automation of most parts
of the production processes by using automated tools that work, learn
and react as human beings, particularly in the manufacturing sectors.

Digital technologies have also enabled the development of
platform economies which bring together supply and demand in
manifold ways, making it possible for people to share and exchange
in ways that were unthinkable just two decades ago.

These technological advances have led to a significant
reorientation of skills that people need to cope with the increased use
of technology in their jobs. An adequate mix of skills (e.g. cognitive,
social and emotional skills) is required to successfully navigate the
transition to the digital world of work since a large share of the tasks
may be automatable.

Worthy to mention, the current research on skills forecasts argued
that future jobs will combine digital with technical, soft and
behavioural skills which requires a strong level of complementary
ICT skills, such as soft skills (e.g. cognitive and social components).
Also, the jobs requiring advanced ICT skills depend heavily on the
capacity to solve problems, learn, adapt, and apply new methods and
technologies, and technical knowledge (OECD, 2019).

In addition, the increasing digitalization of many services as
public (e.g. e-government, e-health) and private (e.g. e-banking) is
significantly diminishing people's opportunities to interact with
others, reducing, therefore, the sense of participating in and
belonging to communities and societies. These raise the question of
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being aware of the implications of digitalization for citizens’ well-
being, the relationship between technology use and mental health and
social ties as well as the issues of exposure of individuals to privacy
risks, cyberbullying, as well as the effect of technology on many
other societal dimensions.

Technologies enable the enrichment of work content by allowing
job holders increasingly to focus on non-routine tasks such as
problem-solving, creative activities and more complex
communication while developing digital skills by using new
technologies. To benefit from these new work opportunities, the
education and training sectors are required to make the most of
digital transformation, to be adapted to address these changes,
ensuring that individuals benefit from new digital opportunities while
avoiding the risks attached to digitalization.

As a World Bank report acknowledged, higher education plays a
critical role in equipping students with transferable mixt of skills that
shape the graduate's overall learning readiness. The education system
therefore should guarantee a minimum threshold of transferable
skills which are the most valuable counteracting measures against
job uncertainty and the risk of automation, allowing the workforce
changes within the occupations and navigating between occupations
(WDR, 2019).

The multidimensional nature of technological advance and digital
transformation needs to take into account the explosion of
knowledge which are particularly important in the case of education
providers accountable for human capital in a rapidly changing world.
Therefore, leveraging knowledge and the process of knowing gain
particular relevance for education having the mission to help
individuals develop the knowledge needed to thrive in work and life.

As scholars argued, the nature of knowledge is a form of social
and organizational activity rather than a simple possession (Weick,
Sutcliffee, and Obstfeld, 2005). Knowing, in this context, is a form
of creating meanings and individuals interact in social contexts and
negotiate their meanings and understandings of the world. A couple
of characteristics are worthy to be mentioned concerning knowing as
a form of social interaction:

e A dynamic process as individuals and contexts change;

e Uncertainty as interpretations may change through different
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interactions, roles and structures;

e Context-dependent and inseparable from its social and

political environment.

These characteristics gain special importance, especially in the
context of technological innovation that change how the learning
process took place with more emphasis on learning models placing
the learner (students) in the centre of the learning process.

Bransford (1999) advocated for the role of education to provide
knowledge to improve individuals’ abilities to become active
learners, seeking to understand complex subject matters and being
prepared to transfer what they have learned to new problems and
settings.

In this view, analyzing the interconnectedness of learning and
instructional approaches adopted by educators as knowledge
facilitators may provide useful insights in the attempt to place
learners in the centre of learning and provide them with attitudes to
absorb and expand knowledge and skills needed to navigate new
labour market needs and life circumstances.

Materials and Methods

Within the educational context, the role of knowledge
management information of human capital is considered a critical
factor for knowledge, skills and attitudes needed to cope with
changing nature of work and uncertainty.

Given the interdisciplinary nature of this emerging field, there is a
growing scientific literature that attempts to define it from different
points of view. The concept of knowledge management has its roots
in a wide variety of disciplines such as philosophy, business
management, anthropology, information science, psychology and
computer science.

Jashapara (2011) proposed an integrated definition of knowledge
management as being the effective learning processes associated
with exploration, exploitation and sharing of human knowledge that
use appropriate technology and cultural environments to enhance an
organization’s intellectual capital and performance. Thus, technology
is seen as a tool which enhances the potential of learning whereas the
human dimension is critical for developing knowledge through
different learning processes. Once the knowledge is created, a wide
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variety of tools, technologies and systems might be used to explore
and exploit knowledge through a continuous cycle of knowledge
creation, capturing, organization, evaluation, storage and sharing
information.

Also, the globalization and increasing pressure to remain
competitive in a long term determined researchers to recognize
knowledge and technology as drivers of productivity and economic
growth in modern economies (OECD, 2000).

Plenty of studies have been dedicated to exploring the role of
technology in the knowing and learning processes from different
perspectives. Albeit the new communication technology such as 5G
has changed the way of acquiring knowledge, the educators have a
pivotal role in cultivating the ability of students to accept diverse
knowledge and technologies. Teachers need to become evaluators
and facilitators of learning and should enable students to change their
learning styles and adapt to using digital resources (Wang & Chang,
2021).

Looking at the implication of Industry 4.0 on education, the
scholars proposed the challenge-based learning model allowing
students to experience some of the implications of an interconnected
system with instant information feedback and visualize some of the
challenges when integrating into Industry 4.0. (Gutiérrez-Martinez
et. all, 2021).

To further investigate the role of knowledge in education,
Herranen, Vesterinen, & Aksela (2018) emphasized the growing
trend toward learner-driven approaches to the student-led planning
process. In this learner-driven pedagogy, the learners’ actions create
interest, which then creates more action because there are no external
demands for what sort of actions are required. This type of action-
competence driven by the learner is close related to the idea of
meaningfulness, acting and making an influence in the learning
environment, the nature and ownership of development knowledge,
the diversity of the learners, and pedagogical support.

When the multidimensional nature of knowledge and technology
is taken into account to improve the quality of teaching and learning
processes, the National Institute’s for Standards and Technology with
its Baldrige Excellence Framework for Education (2021) defined a
systemic approach to educating and advocating for core values that
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create the basis for action, feedback, and ongoing success:

Systems perspective by managing the parts of the organization as
a coherent whole towards its mission;

Visionary leadership with embedded clear and visible
organizational values and ethics, and high expectations for the
workforce;

Student-focused excellence by considering all product and service
characteristics, and modes of student access and support which
contribute to satisfaction, loyalty, and positive referrals;

Valuing people by an appreciation of all parts who have a stake in
the organization, including customers, community members,
suppliers and partners, and other people involved;

Agility by proven capacity for rapid change and flexibility in
operations;

Resilience by organizational ability to anticipate, prepare for and
recover from disasters, emergencies, and other disruptions,
protecting and enhancing workforce and customer engagement,
supply-network and financial performance, organizational
productivity, and community well-being;

Organizational learning considers both continuous improvements
of existing approaches and significant change or innovation,
leading to new goals, approaches, products, and markets;

Focus on innovation by the ability to make meaningful change to
improve products, services, programs, processes, operations, and
business models, to create new value for stakeholders;
Management by facts including assessment of performance with
indicators supporting organizational evaluation, alignment, and
decision making;

Societal contributions by taking into account the consideration of
societal well-being and benefit;

Ethics and transparency by stressing ethical behaviour in all
transactions and interactions, open communications and sharing
of accurate information;

Delivering value and results by the inclusion of not just financial
results, but also product and process results, and societal
performance.

To support the improvement of teaching and learning processes as

a foundation for building an adequate mix of skills (e.g. cognitive,
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social and emotional skills) for students, the same framework
advocated for seven categories of criteria addressing all key areas of
running a successful education organization, including student
learning outcomes, customer satisfaction and engagement, product
and service outcomes, and process efficiency, workforce satisfaction
and engagement, budgetary, financial, and market results, and social
responsibility such as leadership, strategy, customers, measurement,
analysis, and knowledge management, workforce, operations and
results (BEF for Education, 2021).

Interestingly, the Baldrige framework introduced the concept of
student-centred excellence where the student is the customer as an
actual or potential user of organizations’ educational programs and
services. The customer may include direct users (e.g. students and
parents), as well as others (e.g. local businesses, future employees)
who provide meaningful information on market behaviours and on
how these views and behaviours may contribute to the organization’s
current and future success in the market.

Moreover, adding value for students, other customers and the
organization as a whole include ensuring the quality and availability
of data and information, managing, using, evaluating, and sharing
ever-increasing organizational knowledge. This is particularly
relevant for knowledge management requires clear roles and
responsibilities, a culture of knowledge sharing, systematic processes
for sharing knowledge and expertise, and appropriate tools and
technology for the organization.

Results and Discussions

Looking at the foundation of knowing and learning processes,
two different categories seem to be relevant for a thoroughly
comprehending of knowledge development and learning
competencies of learners: teacher-centred learning and student-
centred learning.

In this regard, Table 2.1 highlights the results of the comparative
analysis of both instructional methods used in the knowing and
learning process in an attempt to equip learners with the right mix of
skills, knowledge, and attitudes to cope with changing labour market,
as active and responsible citizens.
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Table 2.1

Analysis of classic vs. modern style of the learning process

Teacher centred

Student-centred learning

learning
Knowing Relies on instructor Relies on both instructor
Process and students
Used Forms and structures Forms and structures used
language are known by the in typical situations
instructor
Instructor transmits Instructor models;
Learning knowledgt_a; Students interact with one
Students listen and another;
work alone Students work in pairs
Students communicate
The instructor without constant
monitors the instructor monitoring;
correctness of each
work; Students answer each
other’s questions using
Assessment | The instructor asks the instructor as

students based on
chosen topics;

The instructor assesses
students learning

facilitator;

Students evaluate their
learning, the instructor
also evaluates their
learning

The traditional way of teaching and learning (e.g. teacher-centred
learning) has been the dominant mode for more than a century. In
this approach, the instruction process is built around standards
chosen by teachers with no contributions/inputs from other
educational stakeholders. The instructor has the primary active role,
being the main source of information and knowledge whereas the
learners take a passive, receptive role, listening, taking notes, giving
answers to questions, or completing assignments and tests.

Within this model, students put all focus on the teacher, they are
working alone, and collaboration is discouraged. The major roles of
the instructor are related to helping students master knowledge and
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contents, starting class with a standard and target, lecturing,
demonstrating concepts, reading and/or issuing instructions and
supporting students continuously practising. The evaluation is mostly
done through a summative assessment based on written tests
whereby students demonstrate or reproduce knowledge in the form
of short responses and/or multiple-choice selections. Albeit there is
a large base of literature dealing with the shortcomings induced by
teacher-centred learning, it is not surprising that there is not a unique,
agreed approach to this subject.

Currently, the most dominant literature is about student-centred
learning which is much more attractive than the traditional viewpoint
of the teaching and learning process. This modern approach is built
on the involvement of students in the production of knowledge and
transforms students’ perceptions and understandings. The process of
knowing leading to skills formation is linked to the student/learner
who influences the content, activities, materials, and pace of
learning. The learner is in the centre and the instructor just provides
opportunities to learn independently and from one another and
coaches learners in their progress.

The instructor has mainly the facilitator role, doing fewer learning
tasks, creating a learning environment more conducive to students
taking responsibility for their learning, enabling therefore a higher
degree of involvement and motivation. The paradigm shift of
student-centred learning requires an instructor to promote individual
accountability by keeping the group size small, assigning roles,
having students do work before group meetings, choosing what is
graded carefully, and determining the type of assessment, criteria
used, and activities to prepare students for summative assessment.
However, the evaluation tends to be a formative assessment
including a range of formal and informal procedures to adapt
teaching and learning activities and students’ attainment. In assessing
the results, the logic behind, as opposed to the traditional learning
process, is that students/learners should be allowed to make mistakes
without fear of the effect on their grades.

Summing up, student-centred learning is a strategic choice of
organization, combining instructional approaches and techniques that
take into account students’ choices, interests, passions and ambitions.
Whether initially the concept of students-centred learning was
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considered as a model of development of autonomy and/or
independence of learner/student, it is not surprising that is currently
seen as well as a way to develop better skills and practices for
lifelong learning and independent problem-solving.

Conclusions

Given the major influence of science and technology as well as
the explosion of knowledge, educational organizations and actors
from the education and training sectors are required to drive
organizational learning and innovation as a prerequisite for
improving students learning outcomes and performance.

Organizational learning stands for the process of improving
actions through better knowledge and understanding which in turn
improves organizational efficiency and effectiveness and stimulates
innovation. Therefore, the ability to blend and correlate disparate
types of data, to manage, use, evaluate, and share the ever-increasing
organizational knowledge is considered to be critical for adding
value for students, and other customers and provides opportunities
for a competitive advantage.

In this context, education and, in particular, higher educations are
increasingly important in meeting the skills that will be sought by
future labour markets. Enhancement of learning opportunities needs
to be embedded in the teaching and learning processes by making the
most of the student-centred learning approach and appropriate use of
digital transformation to ensure the right mix of skills to the
transition to the digital world of work and thrive in it.
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Abstract
The etymology of the concept of “risk” is investigated based on its

translation from various ancient and modern languages. Based on the
different opinions of scientists on the understanding of the category
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“risk”, it was determined that the existence of risk in management is
most often associated with such concepts as uncertainty, probability of
occurrence of a particular event, danger and loss. The main
preconditions for the occurrence of risk are the uncertainty and
probability of occurrence of a certain event on the one hand and the
consequences of the risk situation — danger and loss, or the threat of
loss of certain resources or losses — on the other hand. The author’s
vision of the interpretation of the category ‘risk” as a concept
characterized by the uncertainty of processes occurring in society, due
to the probability of certain events with adverse consequences in the
form of danger and possible loss or failure to achieve the desired result.
Two key distinctive aspects of the concept of entrepreneurial risk are
identified, which are due to the definition and meaning of business as
such: economic activity and profit. It is highlighted that within the risk
management of entrepreneurial activity it is expedient to apply process,
functional, system and situational approaches in close interaction. It is
proved that the identification and assessment of business risks is the
most important stage of their management and, accordingly, the
methods of risk assessment are divided into two groups: qualitative and
quantitative.

Keywords: uncertainty, probability, loss, danger, business risk,
methods of risk assessment, approaches, innovative economy.

Introduction

Recent events in the world have exposed the magnitude and
variety of risks that may accompany business activities and the need
to manage them to reduce or eliminate the negative consequences.
The problem of identifying and managing business risks arose in
society in the nineteenth century, simultaneously with the beginning
of construction of large industrial enterprises and the development of
new modes of transport. However, the systematization of knowledge
on decision-making on business risks and the development of
procedures for managing them began only in the second half of the
twentieth century, but there is still no consensus on these issues, nor
is there a single interpretation of the concept of business risk. The
understanding that risk is inherent in any form of human activity
determines the variety of scientific judgments about its definition,
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which are determined, supplemented and concretized, including in
the economic literature.

Materials and Methods

The study of risks in the general sense is devoted to many works
of both foreign and Ukrainian scientists, such as: Algin A.,
Herasymchuk N., Kucherenko V., Karpov V., Karpov A., Keynes J.,
Mirzoeva T., Tomashevskaya O., Mocherny S., Tishchenko A., Fere
V., Romanchenko O., Chernov Yu., Fomishyn S., Knight F. and
others. Problems of understanding and managing business risks were
raised by Vitlinsky V., Granaturov V., Shevchuk O., Donets L.,
lichuk M., Pilnova V., Havrish O., Kapelyushna T., Semenova K.,
Tarasova K., Chupryna |. Works of these scientists formed the
information base of the study. However, given the growing degree of
uncertainty in the external environment, the unstable political and
economic situation in Ukraine and the world, the prerequisites,
management methods and understanding of the concept of “business
risk” need constant revision and refinement. Therefore, in our work
with the help of methods of comparison, generalization, analysis and
synthesis, as well as a graphical method conducted a study of the
essence of the concept of “entrepreneurial risk”, the prerequisites for
its emergence based on analysis of its components and methods of
evaluation.

Results and Discussion

The study of the categorical-conceptual apparatus related to
“business risk” should begin with a consideration of approaches to
the interpretation of its main components: “business” or
“entrepreneurship” and “risk”. The origin term “risk” is not precisely
clarified, but it is known that it has its origins in foreign words, so in
the ancient Greek language “ridsikon”, “ridsa” — a cliff, a rock; in
German “risiko” — danger, threat; in French “risque” is a threat.
German scientist V.-R. Heilman believes that the concept of “risk” is
a vulgarized form of the Latin term “resecum”, which translates as
“danger” or “rock” (Vilinskyi, 1996; 2004) (or literally “danger of
maneuvering between rocks”).

As already mentioned, there is still no single approach to defining
the category of “risk” in the research of scientists. A generally
accepted clear interpretation of this term has not yet been developed.
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This indicates that, despite the large number of studies, scientists
have a clear understanding of this important category not formed.
The existence of risk in management is often associated with such
concepts as uncertainty, the probability of an event, danger and loss.

In the most general form, uncertainty is “lack of information
about the conditions in which economic activity will take place, low
predictability, the inability to accurately predict these conditions"
(Azrilian, 2004). Sometimes uncertainty is understood as "the
possibility of obtaining different results, not just the desired”
(Ovchinnikov, 1997). The impact of uncertainty on business may be
reflected in the fact that the goal of making certain decisions will not
be achieved. Therefore, in order to function effectively in a market
economy, every entrepreneur must be able to correctly assess the
degree of uncertainty and risk and be able to manage it in different
situations. Objective uncertainty in various manifestations may
hinder the implementation of planned activities, change their content
or lead to undesirable results. In his research, P. Samuelson notes
that “... uncertainty creates a mismatch between what people expect
and what is really happening” (Mochernyi, 2002).

Yu. Chernov, S. Fomishyn and A. Tishchenko interpret
uncertainty as “incomplete or inaccurate idea of the value of various
parameters in the future, which are caused by various reasons and
incompleteness or inaccuracy of information about the conditions of
implementation of decisions, including related costs and results”
(Chernov, 2003). A. Algin also interprets risk as “an activity that
overcomes uncertainty” (Algin, 1998). In his opinion, “overcoming
uncertainty becomes necessary in a situation of inevitable choice, in
the process of which it is possible to quantify and qualitatively assess
the probability of achieving the intended result, failure and deviation
from the goal” (Algin, 1998). By definition N. Herasymchuk, T.
Mirzoeva and O. Tomashevska “uncertainty is an objective
impossibility of obtaining absolute knowledge about the objective
and subjective factors of the system, the ambiguity of its parameters”
(Herasymchuk, 1996).

The nature of the risk reflects the relationship and interaction of
its main aspects: the probability of obtaining the desired result; the
probability of adverse, undesirable consequences in the choice of
alternatives and their implementation; the probability of deviation
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from the chosen goal or the uncertainty of achieving the goal.
Therefore, the key characteristic of the risk can be considered its
probabilistic nature. Scientists V. Kucherenko, V. Karpov and A.
Karpov (Kucherenko, 2011) also emphasize that the concept of risk
is characterized by uncertainty, which is associated with the
probability of adverse situations and consequences that arise during
the project, situations with objective and subjective probability.

Probability is a philosophical and general scientific category,
which is a quantitative measure that can be calculated, the possibility
that some expected event will happen or will not happen under
certain fixed conditions. An event is called probable when the
grounds for its occurrence outweigh the opposite grounds, otherwise
the event is called unlikely or improbable. The term "probability” as
such is the basis of probability theory, in which events can be
guantitatively compared depending on the degree of their probability
(Vasylkiv, 2020). So, the probability can take values from “0” to “1”.
The value “1” corresponds to the actual event. An impossible event
has a probability of “0”. If the probability of occurrence of the event
is equal to p, then the probability of its occurrence is equal to 1-p. In
particular, the probability “1/2” means an equal probability of
occurrence and non-occurrence of the event.

Some scientists interpret the term “risk” to define probability. So,
P. Hrabovyi, S. Petrov and S. Poltavtsev in his work note that “risk is
the probability (threat) of loss of the enterprise part of its resources,
loss of profits or the emergence of additional costs as a result of
certain production and financial activities” (Hrabovyi, 1994). For O.
Sharapov “risk is the probability of loss or loss of profit compared to
the projected option” (Sharapov, 2001). That is, scientists in their
definitions of “risk” emphasize the likelihood of certain
consequences, often negative. Such consequences may be a certain
danger or loss, or threat of loss of property, resources, part of
income, etc. Although in the definition provided by V. Hranaturov
and O. Shevchuk “risk is a situational characteristic of the activity of
any producer, including such an economic object as a manufacturing
enterprise, which assesses the uncertainty of its economic activity
and the possibility of adverse consequences in case of failure”
(Hranaturov, 2000). That is, the result of a risky decision can not be
identified only with a threat or danger to the company, whose actions
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only lead to the deterioration of the enterprise. Favorable conditions
allow you to make a profit, achieve your goals, and only with
negative coincidences can bad results occur. That is, the quality of
the consequences directly depends on the probability of occurrence
of certain events.

Some researchers in certain categories of risk focus on its
possible consequences in the form of additional costs or loss of
certain resources. For example, “risk is the threat of losing part of the
company's resources, loss of income or additional costs due to
certain activities”; “risk is a potential, quantifiable possibility of
loss” or “risk is the chance of incurring losses or damages due to the
implementation of any case” (Klymenuk, 2000). L. Donets notes that
“risk can be defined as the risk of loss of resources or loss of income
compared to the option designed for the rational use of resources”
(Donets, 2006). So there is another term that is closely related to the
risk category is “danger”.

Regarding the relationship between the concepts of “risk” and
“danger”, some authors, such as, for example, Ye. Stoianova
(Stoyanova, 1996), believe that “risk is the danger of an unfavorable
end to one expected event”. The same opinion is held by scientists V.
Fere and O. Romanchenko (Fere, 1997). Many authors study the
concept of “danger” in a narrower sense than the concept of “risk”,
and also use it to define the concept, for example: risk is "the
possibility of danger or action at random with the hope of a happy
outcome" (Ozhegov, 1999). Risk is “the danger that certain events
will occur” (Semenova, 2017). When we talk about danger, we mean
what already exists. So danger is a phenomenon, process, etc., that
has already manifested itself and negatively affects the subject.
Therefore, it is advisable to investigate the danger through awareness
of the various risks.

Thus, we have the prerequisites for the emergence of risk — it is
the uncertainty and probability of a certain event on the one hand and
the consequences of a risk situation — danger and loss, or threat of
loss of certain resources — on the other hand, graphically it can be
represented as a diagram (Figure 2.1).

Based on this, we can formulate the author’s vision for the
interpretation of the category “risk”, risk is characterized by
uncertainty of processes occurring in society, due to the probability
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of certain events with adverse consequences in the form of danger,
possible loss or failure.

Probability

Figure 2.1 Interdependence of the main categories forming the

concept of “risk”
Source: author’s development

The concepts of “risk” and “entrepreneurship” or “business”
cannot be considered separately. These two categories are closely
related. It can be said that risk is an objective characteristic of
business activity, which accompanies any management decision in
uncertain conditions and is measured by the probability of failure to
achieve the expected results. The concept of risk is present in the
very definition of business. However, we would like to draw your
attention to the fact that in Ukraine there is no normative, legislative
definition of business risk.

Business risk as an economic category characterizes the
objective-subjective nature of the situation of uncertainty that
accompanies all areas of operation of the business entity, and the
probability of the enterprise receiving an adverse result in the form
of loss (Semenova, 2015). M. lichuk defines business risk as “the
probability of incurring losses in the course of business operations or
obtaining additional profits due to the variety of possible decisions or
uncertainty of production situations” (llchuk, 2002). According to O.
Bondar, “business risk is the threat that the entrepreneur will incur
unplanned, additional costs and receive income lower than expected”
(Bondar, 2012). 1. Chupryna interprets business risk as “risk that
arises in any activity related to the production of products, goods,
services and is characterized as the danger of potentially possible,
probable loss of resources or non-receipt of income” (Chupryna,
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2012). Also, among scientists (Pylnova, 2020) there is an opinion
that “business risk is a probable category that characterizes the
realization of future consequences of current decisions made by an
individual in the course of his activities aimed at making a profit”.

Thus, we can distinguish two key distinctive aspects of business
risk compared to its general concept, due to the definition and
meaning of business as such:

1) economic activity. When it comes to business risk, the area of
occurrence of a risky event moves from the sphere of public relations
to the sphere of economic activity, which is related to the production,
sale of products, performance of works or provision of services of a
cost nature;

2) profit. Based on the fact that the purpose of entrepreneurial
activity is to make a profit, the main negative consequence of the risk
situation is the threat of loss or loss of profit.

Business risk management can be considered as a set of
techniques and methods that can reduce the likelihood of such risks
or localize their consequences. In the conditions of market
transformations it is important to determine risk management
through the process of developing an optimal, reasonable solution
aimed at achieving a balance between the benefits of risk
optimization and the necessary costs in terms of comparing them
with the value of the enterprise as a result of its effectiveness.

Within the framework of business risk management, it is
expedient to apply process, functional, system and situational
approaches in close interaction (Kotov, 2021).

Identification and assessment of business risks is the most
important stage of their management. The main tasks of qualitative
risk analysis are: to determine the sources and causes of business
process risks, to identify areas and types of risk, to identify the
benefits and possible negative consequences that may arise in the
course of entrepreneurial activity. Qualitative risk assessment is “a
process of identifying and identifying risks that require a rapid
response” (Nazarchuk, 2016). The technology of qualitative risk
assessment can be presented in the following sequence
(Brukhovetskaya, 2011):

1. Identification (definition) of possible business risks.

2. Description of possible consequences of risks.
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3. Selection of measures aimed at reducing risks.

4. Monitoring of risks inherent in business activities.

As a rule, qualitative methods of risk assessment are used in a
situation where it is impossible to obtain quantitative indicators, they
are quite simple and involve the use of methods of expert assessment
or scenario testing. Expert assessment allows to divide the identified
business risks into the following categories: high, medium and low;
fully acceptable, partially acceptable and unacceptable; insignificant,
serious and unacceptable (Alexandrov, 2011); permissible, critical
and catastrophic, etc.

The purpose of quantitative analysis is to obtain a numerical
expression of individual risks to determine the characteristics of the
probability and possible losses (Nazarchuk, 2016). The sequence of
guantitative risk assessment may consist of the following stages:

1. Selection of criteria for assessing the degree of risk.

2. Determining the maximum allowable degree of individual risk.

3. Calculation of the actual value of risk using individual
methods.

4. Assessment of risk dynamics, choice of risk reduction methods.

Quantitative methods of assessing business risk are a variety of
mathematical, analytical and statistical methods: Sensitivity Analysis
method, Probability Estimation method, Monte Carlo method,
Discounting method, Cost Recovery Analysis, Modeling method,
Risk Metrics method, Value at Risk and others.

The final stage of quantitative analysis is the development of a
plan of countermeasures to eliminate or reduce the negative
consequences of business risks.

Both qualitative and quantitative methods of assessing business
risks have certain advantages and disadvantages, so it is advisable to
use mixed methods or a set of methods, which consists of methods of
both groups of risk assessment, to obtain a more reliable result.

Conclusions

The result of the scientific research was to clarify the definition of
“business risk™, for which the etymology of the concept of “risk” was
studied and identified the main categories that shape it, namely:
uncertainty, probability, loss and danger, which are prerequisites for
risk — uncertainty and the probability of occurrence of a certain event
on the one hand and the consequences of a risk situation — danger
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and loss, or the threat of loss of certain resources or losses — on the
other hand.

The author’s vision of the interpretation of the category “risk” as
a concept characterized by the uncertainty of processes occurring in
society, due to the probability of certain events with adverse
consequences in the form of danger and possible loss or failure to
achieve the desired result.

Two key distinctive aspects of the concept of business risk
compared to its general concept are identified, which are due to the
definition and meaning of business as such: economic activity and
profit.

It is determined that all methods of assessing business risks can
be divided into qualitative and quantitative. Both qualitative and
guantitative methods of assessing business risks have certain
advantages and disadvantages, so it is advisable to use mixed
methods or a set of methods, which consists of methods of both
groups of risk assessment, to obtain a more reliable result.
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Abstract

Advertising is a relatively new concept, but it is evolving rapidly. It is
becoming one of the most important means of attracting as many
consumers as possible and influencing them to become regular
consumers of the company’s goods. Many advertisers choose television
advertising and the Internet when planning their advertising campaigns.
The Internet is interactive and allows the curious user to learn more
about the advertised product or service by clicking on a link, which no
other media can provide. The article analyse the concept of advertising,
advertising statistics, the advantages and disadvantages of advertising,
and advertising legislation.

Keywords: advertising, advertising advantages and disadvantages,
advertising development.
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Introduction

Advertising is usually about material benefits: it aims either to
directly increase profits or to secure it in the future. Vaisviliené, A.
(2008) mentioned that The advertising market in Lithuania is
consistent it expands in line with the needs of the user, it changes and
improves — companies and organizations use advertising means
smarter, there are specific advertising for certain business areas and
product groups ways. According Visa Lietuva (2015). Advertising is
often perceived in society as a phenomenon that can mislead the
consumer. Advertising is subject to various legal provisions that
must protect consumers from the likely false or harmful effects of
advertising. Advertising of alcohol and tobacco is restricted or
banned in Lithuania in the hope that its consumption will decrease
significantly. Unfortunately, advertising bans do not always pay off.
Some ads may be restricted, but you should not see only the negative
side of the ad. Although most users are very annoyed by advertising,
but many people do not know that because of it, we can watch free
TV programs, listen to music online. It is not possible to restrict or
ban all advertisements, nor is it necessary to properly educate the
younger generation, their analytical thinking, which will help to
realize that not everything that is advertised in advertisements is true.
The purpose of this article is to evaluate the peculiarities of
advertising in Lithuania. To achieve the goal, the following tasks are
planned: to analyse the concept of advertising, to evaluate the data of
advertising statistics, to analyse the legal system of advertising, to
evaluate the advantages and disadvantages of advertising. The article
uses methods of literature analysis, analysis of legal documents,
static analysis and comparison.

Advertising concept

Advertising business is developing in Lithuania, which helps to
increase competition between companies. Advertising is used in
many areas of business activity. It includes industry, trade,
education, show business, sports. Advertising affects companies in
various fields. At present, in the conditions of the pandemic,
advertising on the Internet and on television is intensifying. Never
before has the internet evolved so fast. The Internet has changed
many areas of business over the past decade. In the 21 century,
when the production of goods and services is growing or may grow
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faster than the purchasing power of the population, online advertising
is becoming one of the most effective ways to attract as many
consumers as possible. Online advertising helps to market a new or
existing product. With the help of various forms of online advertising
and social networks, it is possible to form the opinion of consumers
and make casual consumers loyal. Weber, P. & Schweiger, W.
(2017) mentioned that advertising is ubiquitous and its various
potential consequences provide a fertile ground for exploring its
intended and unforeseen, short-term and long-term, functional and
dysfunctional effects at the individual, collective, or organizational
level. Onisor, L., F., Ionita, D. (2021) stated that advertising is an
important tool that organizations use in their marketing
communications process. Korenkova, M., Maros, M., Levicky, M.,
Fila, M. (2020) notice that understanding customers is important to
increase the effectiveness of advertising. Advertisers need to know
them and know what “works” to affect them. Companies need to
know their values, desires, desires, etc. It is important to attract their
interest and attention. This is the first step to start thinking about the
need for a product or service. It should be noted that each customer is
different and receives and responds to information differently. It
depends on the variety aspects and influences how the consumer
reacts to the information. Eram, M. (2020) stated that advertising is a
means of communicating with consumers of a product or service.
Ads are messages paid for by the senders and intended to inform or
influence the recipients. Sinclair, J. (2015) stated that advertising is
very important in the media industry not only in itself but also due to
the intermediate structural link it maintains between on the one hand,
commercial media and consumer goods and services industries, on
the other hand. It can be imagined as a production and marketing
media complex. Terkan, R. (2014) mentioned that advertising is a
form of communicative activation. It can be informative and
persuasive; using mass or new media to persuade consumers to buy
goods and services. Advertising can be used to promote a new
product or to promote existing products. Xu, J. (2020) notice that like
most strategic communication efforts, advertising produces both
intended and unintended effects. But there are systematically sought
to synthesize the unintended effects of advertising. One or another of
the advertising methods is chosen to achieve the advertising goals,
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the following are some of the most popular advertising methods:
printing, printed advertising media radio television, cinema mail
showcases outdoor (external) on vehicles packaging photo internet,
search engine optimization The choice of a particular method is
determined by several factors — price, coverage, target audience, and
advantages and disadvantages. In Lithuanian, there is a tendency for
the millennium generation to spend more and more time online, and
digital and online advertising has been developing rapidly in recent
times. Internet advertising is the fastest growing branch of the
advertising business, the following forms of online advertising can
be distinguished: websites billboards search sites backlinks news or
discussion groups email newsletters

Advertising statistical data analysis

As mentioned Kantar (2021) the Lithuanian advertising market
fell less than expected last year — 12.5 percent or 15 million and
reached EUR 105 million eur. Per capita in the pandemic year of
2020, advertising costs averaged € 37.6 million. 2020 year, the
advertising market is expected to stabilize and will show signs of
recovery — likely 0.05 percent growth. Advertising spending declined
across all media. The hardest hit movie commercial has lost over 80
percent revenue, domestic advertising declined 38.5 percent, outdoor
advertising — almost 20 percent, radio — 10.6 percent. 2020 year was
probably the hardest hit in the press: newspapers lost a quarter of
their advertising market and magazines almost a third. These media
have about 6 percent each advertising market. The overall
advertising pie has shrunk by more than a tenth. Compared to 2019,
the market for TV advertising traditionally accounted for the largest
share, its market decreased by 6.3 percent and accounted for 46.7
percent. Similarly, both 6.5 percent the decrease in banner Internet
advertising accounted for 20.5% advertising market. The Internet and
TV are expected to grow the advertising market the most this year.
These ad segments are projected to grow accordingly 8.3 and 3.5
percent. Indoor advertising will also grow by more than a tenth,
albeit with a small market share of one percent. Newspapers,
magazine and radio advertising will decline somewhat. No drastic
changes are expected in advertising prices. On average, they are
projected at 2 percent fall. Advertising in cinemas, Newspaper and
domestic TV prices will fall the most, by 8.6% and 5% respectively.
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Outdoor advertising, internet and TV advertising are forecast slightly
more expensive, most TV — about 4.3 percent (Table 2.2).

Table 2.2
Advertising market 2019-2020

Media net 2019 2020 Change

min. EUR
TV 52.3 49 -6.3
Interney 23 21.5 -6.5
Outdoor advertising 13 11 -19.7
Radio 11.3 10.1 -10.6
Magazines 8.5 6.2 -27.1
Newspapers 8.1 6.1 -24.7
Cinema 1.8 0.3 -83.3
Indoor advertising 1.3 0.8 -38.5
Total 120 105 -12.5

Source: Kantar (2021)

Advertsising legal system in Lithuania

Dissemination, supervision and control over advertising in
Lithuania is ensured by the passed legislation harmonized with EU
directives as well as by supervising institutions and courts. Article 2
of the Law on Advertising of the Republic of Lithuania states that
advertising is the dissemination of information in any form and by
any means related to a person’s commercial, economic, financial or
professional activities promoting the acquisition of goods or services,
including acquisition of real estate, transfer of property rights and
obligations. The notion of advertising comprises not only advertising
in mass media, but also advertising in leaflets, goods’ labels, etc.
Therefore, in order to categorize a piece of information as
advertising, the attribute of its renumeration is not necessary, as it
was stated by The Constitutional Court of the Republic of Lithuania.
This attribute can be relevant for the notion of advertising as much as
it is related to advertising in mass media. Advertising law provides
advertising, misleading advertising, comparative advertising,
surreptitious advertising, promotional advertising business entities,
users of advertising, producer of advertising, distributor of
advertising and other advertising Article 1 of the Law on Advertising
provides that other laws may to regulate additional and, in individual
cases, other requirements for the use of advertising; and prohibitions.
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Article 16 of the Law on Competition prohibits the use of advertising
that is considered misleading under the laws of the Republic of
Lithuania. This law also establishes the procedure for the
investigation and examination of violations attributed to the
Competition Council regarding violations of the Law on Advertising,
and the enforcement and appeal of adopted resolutions. Other
legislation currently in force regulates the use of advertising only in
certain respects or regulates only the advertising of certain goods are
the Law on Public Information, the Law on the Health System, the
Law on Pharmacy, the Law on Seimas Elections and the Civil Code.
There are two main aspects of European Union law governing
advertising: the regulation of unfair competition and the protection of
consumer rights. The legislation referred to is very clear about the
model of fair presentation and transparency currently being
formulated in the field of consumer protection in the European
Union. When analysing European Union directives, it should be
borne in mind that a directive is not generally an act of direct
application and sets out more objectives than measures to achieve
them. According to the Lithuanian Consumer Rights Protection
Service (hereinafter — Service) (2021), advertising must be: decent
and fair; clearly recognizable; presented in the correct Lithuanian
language; without violating the moral principles of society; does not
humiliate human honour and dignity; does not incite national, racial,
religious, gender or social hatred or discrimination; non-defamatory
or non-misleading; does not encourage coercion, aggression, panic or
behavior that endangers health, safety and the environment; abusive
of prejudice, people’s trust, lack of experience or knowledge;
without the consent of a natural person, it is prohibited to mention
his / her name, surname, provide an opinion, information about his /
her private or public life, property, use of the image of a natural
person; The use of special subconscious means and technologies for
the dissemination of advertising is prohibited; It is forbidden to use
advertising material that has been prepared in violation of copyright
in literary, artistic, scientific and / or related rights. It is forbidden to
despise the religious symbols of religious communities registered in
Lithuania. In order to recognize a piece of advertising as misleading
it is sufficient to state that the piece of advertising being used is
misleading in accordance with one of the criteria mentioned in art. 5
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p. 2 of the Law on Advertising (fairness, incompleteness or
presentation). In accordance with the subject of the Law on
Advertising, the giver of the advertising is responsible for using the
advertising not satisfying the requirements of the laws (art. 23 p. 1 of
the Law on Advertising), who is understood as a body in whose
interests and by whose initiative the advertising is used (ordered,
produced, disseminated) (art. 2 p. 10 of the Law on Advertising).
Basing on the provisions of art. 5 p. 2 and art. 23 p. 1 of the Law on
Advertising, “Service is not obliged to prove the quilts of the
suspected offenders since having proven that a piece of advertising is
misleading or might mislead and that a subject of economy is the
giver of the misleading advertising, the guilt of the giver of the
advertising is presumed” (The verdict of Lithuanian Supreme
Administrative Court dated 1 7 02 2020, in administrative case Nr.
eA-140-822/2020, Trial process Nr. 3-61-3-04224-2017-5)
(hereinafter — LSAC Verdict). “In the case when the damage is not
clearly identified, one must assess if the information presented in the
advertising is related to potentially big probability of damage to the
consumers” (verdict dated the 17" of November 2005 in
administrative case Nr. A1-931/2005; verdict dated the 23 of
September 2010 in administrative case Nr. A858-1184/2010; verdict
dated the 27" of May 2010 in administrative case Nr. A858-
806/2010). “The ascertainment of the influence on economical
consumer’s behavior does not require to prove the fact that a
consumer affected by advertising made a particular decision and
purchased a good — it is sufficient to detect a probability of
misleading and its influence on a consumer’s economic behavior”
(Practice of Lithuanian Supreme Administrative Court, verdict dated
the 11" of 2010 in administrative case Nr. A858-1235/2010). “When
investigating misleading advertising, Competition Council constructs
a consumer’s behavior basing on probable behavior of an average
consumer bearing in mind the circumstances, detected in the process
of investigation as well as social, cultural and oral factors.” (LSAC
verdict).

Advertising advantages and disadvantages
Advertising has become an inevitable tool for both innovative and
outgoing companies. This is the single most powerful element of a
combination of promotions that can account for a significant portion
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of your advertising budget. It is clearly a powerful weapon that can
protect and enhance the interests of the company. Veleva, S.,S.,
Tsvetanova, A., I. (2020) mentioned that The main advantages and
disadvantages of digital marketing and new ones are explained has
been added. Veleva, S., S., Tsvetanova, A., |. (2020) stated that
additional advantages: assumptions and favorable conditions are
created successful development of virtual enterprises; increases the
degree of control and correction processes for the development and
implementation of various marketing activities; fit start-ups, small
and medium-sized enterprises and create opportunities for new
business models and strategies such as mass deployment, co-
development, etc. according Veleva, S., S., Tsvetanova, A., I. (2020)
additional disadvantages include: in digital marketing, you need to
connect with a a user you don’t see personally; digital marketing
campaigns can perceive consumers as frivolous if they are not
professionally designed and properly targeted; digital marketing is
not suitable for all types of products, services and businesses; use of
inappropriate digital media and programs; the lack of clear criteria
for selecting digital tools in marketing campaigns; very much often
digital marketing campaigns are created and run independently,
without in line with the company’s overall marketing strategy and is
sometimes emphasized technical solutions at the expense of content.
Advertising advantages and disadvantages is presented in Table 2.3.

Table 2.3

Advertising advantages and disadvantages
Advantages Disadvantages

Sales Promotion Increases the cost of production

and product

Production Development Leads to a price war

Increases Prestige Misleading advertising

High Turnover and Huge Profits Leads to unequal competition

Information on Different Choices Creates a monopolistic market
and Comparative Prices

Creates Jobs Promotes unnecessary
consumption
Higher Living Standards Decreases moral value

Source: Minakshi, B. (2022)
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Conclusions

1. Advertising is a particular piece of information which is used
in all areas of economic activities in order to encourage a consumer
or help him or her to purchase goods or services. Advertising is
related to financial benefits: it is used to directly increase profit in the
current time by expanding consumption or ensure the latter in the
future.

2. Shifts in advertising sales depends on economic, technologic
and socio-cultural changes and is determined by consumers’ habits
and possibilities of the customer of advertising to reach a final
consumer of goods or services.

3. The legality of advertising content, its transfer and supervision,
control over compliance with the legislation in Lithuania is ensured
by the passed harmonized with EU directives as well as by
supervising institutions and courts of various levels deciding both
clarification and definition of notions and the content of advertising
being used and argued.

4. By its purpose, advertising should be directed towards a target
consumer of goods or services and increase a company’s profit.
However, advertising is not a tool allowing to identify a target
consumer. And without application of innovative technological
approaches and without careful assessment of restrictions — both
already set and possible ones, advertising may pose hazard to
implementation of the strategy of an organization and probable effect
of advertising on excessive usage of resources.
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Abstract

The current administrative division of Poland into 16 voivodeships,
fiscal decentralisation, industrialisation of the territory and revenues
from direct and indirect taxes affect the different levels of public
revenues in certain regions of the voivodeships. The resources provided
by public authorities are inextricably linked to the efficiency of meeting
the economic and social obligations arising from public sector tasks.
The aim of this article was to investigate the hypothesis that between
2016 and 2020 different per capita income occurred in different Polish
voivodeships. To verify this hypothesis, the state of the literature,
including foreign languages, was analysed and the statistical data
published in the Local Data Base kept by the Central Statistical Office
was researched. The study has shown that the level of public revenue
depends on the fiscal efficiency of direct and indirect taxes and shows
an imbalance in income assets due to more efficient tax revenues in
more industrialised areas.

Keywords: budget, public revenue, taxes, income level, spatial
diversification.
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Introduction

A country’s economic potential correlates with its level of
economic development. This dependency also depends to a large
extent on the financial capacity of the individual regions that make
up a country. According to Felis, the fiscal performance of the public
sector is one of the key factors determining the level of public
expenditure (Felis, 2010). The State needs financial resources to
enable the public sector to function properly and to implement its
socio-economic plans. The State is not in a position to raise the
money itself, but the Law on Public Finance defines and formulates
the revenue of the State budget, which includes public levies and,
above all, taxes. The tax liability is, above all, compulsory and non-
refundable, and the taxpayer has no direct influence on how the
money going into the budget is spent, which distinguishes between
the public and private sectors, where transactions are voluntary and
dependent on the company. The most important taxes are two
indirect taxes: VAT and excise duty, and two direct taxes: PIT and
CIT. There is a link between income and economic development in
the affected areas of Poland. This is to some extent due to budgetary
decentralisation, whereby responsibilities and resources are
transferred from the higher (central) levels of the organisational units
to the lower levels, thereby making them independent and financially
independent. The greater the financial resources of a local authority
(JST), the better the public sector can be in a region. The most
common demand is the creation of public institutions to promote the
technological development of the economy as part of the creation of
a regional innovation system (Brezden, Spallek, 2012).

The aim of this article is to investigate the hypothesis that in the
period 2016-2020 different per capita income occurred in different
Polish voivodeships. To verify this hypothesis, the state of the
literature, including foreign languages, was analysed and the
statistical data published in the Local Data Base kept by the Central
Statistical Office was researched.

1. The concept of public revenue in the light of specialist
literature

The issue of public revenue as part of the public funds provided
by the authorities is precisely defined in the Law of 27 August 2009
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on Public Finances. This is an essential part of the smooth
functioning of both the social and economic spheres. According to
Bal-Domanska, the income structure of a territory makes it possible
to assess the financial independence of the territory compared to
other territorial units and expresses its ability to perform its functions
in relation to the current needs of the territory and its population. In
the studies carried out, Bal-Domanski used the classification with the
median and the spatial statistics | Morana, which made it possible to
identify classes of municipalities with a similar income structure,
with three main groups of budget resources being given: own
income, general grants and earmarked grants (Bal-Domanska, 2018).
When researching the level of public revenues and their
differentiation, it is useful to take further account of spatial
econometrics, which deals with spatial dependencies and
heterogeneity. Luc Anselin, one of the pioneers in this field,
proposes models of spatial processes and implements them in his
literature, focuses on solving problems related to the identification of
local spatial patterns and outlines a general class of local spatial
binding indicators (LISA) (Anselin, 1995). Anselin’s publications
help regional scientists to produce different studies and use all
aspects of the data, but his considerations are closer to model
specifications, estimates and conclusions than to a purely data-based
approach to spatial statistics (Anselin, 1988). An important
contribution to the topic of spatial autocorrelation was also made by
CIliff (CIliff, 1973).

Kolodziejczak and Kossakowski emphasize the important
function of spatial autocorrelation (LISA) in determining the
concentration of a phenomenon. It is a method that finds application
in the important process of pauperization, helping to estimate the
differentiation of poverty levels in different regions in order to
compare the development of selected areas or to indicate the
disproportion of the standard of living of the population living in a
region (Kolodziejczak, Kossakowski, 2016). Panek defines poverty
as a situation in which an individual does not have sufficient income
or savings to meet their needs (Panek, 2014). Therefore, it can be
concluded that the societies inhabiting a given territory
(voivodeship), in which income wealth is lower and the degree of
impoverishment is higher, will be characterized by lower revenues to
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the budget, which will ultimately affect the overall condition of the
area in the light of comparison with equivalent units.

2. Use of economic indicators to measure the financial well-being
of countries and their regions

The issue of differentiation of the level of public revenues in
individual Polish voivodeships is a complex one that requires careful
analysis. Required the use of metrics that reflected the facts of the
situation. In this paper, the following indicators were used to verify
the hypothesis:

a) own revenues of provinces in Poland from 2016 to 2020 per
capita of the province,

b) own income — shares in taxes constituting income of the state
budget personal income tax in 2016-2020 per capita of the province,

¢) own income — shares in taxes constituting income of the state
budget corporate income tax in 2016-2020 per capita of the province.

These indicators make it possible to estimate public income on
the basis of the data published in the Local Data Base, which made it
possible to visualize the differences in income in the various
provinces by means of exploration techniques.

3. Spatial analysis of the phenomenon

In all 16 provinces that operate in Poland taxes are successively
collected and then transferred to the budget. The greatest influence is
to be found in the industrialized countries, especially in the
metropolitan areas. So far, the subject of state taxes across the
voivodeship and the role they play in building the revenue streams of
the budget have been very rarely discussed in the economic
literature.

In the case of public finances operating in a country, great
attention is paid to the analysis of tax revenues. The information
obtained from the analysis makes it possible to make sound
economic decisions. This article analyses in detail the value of the
shares in corporate and personal income tax revenues. Voivodeships
receive transfers from the state budget of income taxes paid by
business units and other institutions, e.g. employees. In this way, the
richness of the individual voivodeships can be assessed. The study
period covered 5 years and ranged from 2016 to 2020.
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Table 3.1
Own revenues of voivodeships in Poland in 2016-2020

total in PLN (million)
Name of voivodeship
2016 2017 2018 2019 2020
POLSKA 13505,6 | 14771,3 | 16953,6 | 18754,9 | 20956,5
DOLNOSLASKIE 1129,2| 1155,9| 12545| 1180,2| 1378,7
KUJAWSKO-POMORSKIE 740,4 690,4 793,0 897,3| 11225
LUBELSKIE 815,5 869,3 866,0 | 1209,0| 1047,3
LUBUSKIE 430,7 440,6 428,1 489,1 616,1
LODZKIE 707,2| 70L,4| 829,7| 9783 1090,2
MALOPOLSKIE 1068,3| 1337,6| 1366,5| 1417,5| 2046,2
MAZOWIECKIE 2302,6 | 2550,1| 2964,6| 3319,4| 35251
OPOLSKIE 506,2| 479,7 519,4| 550,8 631,5
PODKARPACKIE 738,6 942,6 | 1197,2| 1158,3| 12834
PODLASKIE 423,9 567,8 707,1 884,2 840,5
POMORSKIE 729,3 817,9| 1040,8| 1286,9| 1102,3
SLASKIE 1228,1| 1250,1| 1582,3| 1663,4| 1860,3
SWIETOKRZYSKIE 416,6 513,8 656,3 700,1 689,5
WARMINSKO-MAZURSKIE 513,1 511,0 570,3 674,2 873,7
WIELKOPOLSKIE 1087,9| 1137,0| 1235,8| 1548,8| 1814,7
ZACHODNIOPOMORSKIE 667,4| 8055| 9413 796,5| 1033,9

Source: Local Data Base kept by the Central Statistical Office, stat.gov.pl,
accessed: 16.06.2022

Based on the data in Table 3.1, the following conclusions can be
drawn:

— the economically strongest and richest is the Mazowieckie
Voivodeship, which shows the highest income; Over the period
considered, these revenues increased from PLN 2,3 billion to more
than PLN 3,5 billion;

— the economically weakest and poorest region is the
Swigtokrzyskie Voivodeship, which is far behind the richest region,
the Mazowieckie Voivodeship; during the investigation period,
revenues ranged from PLN 416 million to PLN 689 million.
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Table 3.2
Own income of the voivodeships in Poland in the years 2016-2020
per inhabitant of the voivodeship

Name of voivodeship total in PLN (million)
2016 2017 2018 2019 2020
POLSKA 351,46 | 384,45| 441,35| 488,58 546,40
DOLNOSLASKIE 388,87 | 398,27 | 432,45| 407,00 475,67
KUJAWSKO-POMORSKIE 355,20 | 331,46| 381,30| 432,58 542,47
LUBELSKIE 381,88 | 408,27 | 408,20| 572,43 497,93
LUBUSKIE 423,34 | 433,44 | 42160| 482,85 609,91
LODZKIE 284,22 | 282,84| 33585| 397,69| 44524
MALOPOLSKIE 316,42 | 39504 | 402,44| 416,32 599,37
MAZOWIECKIE 429,84 | 474,66 | 549,85| 613,40 649,44
OPOLSKIE 509,02 | 484,02| 525,80| 559,59 | 643,98
PODKARPACKIE 347,30 | 443,03 | 562,43 | 544,47 603,72
PODLASKIE 356,97 | 479,11 | 597,92 | 749,77 714,45
POMORSKIE 315552 | 352,62 | 447,05| 55050| 469,72
SLASKIE 269,08| 274,59 | 34853| 367,69| 412,66
SWIETOKRZYSKIE 332,09 | 411,17| 527,44 | 565,87 560,56
WARMINSKO-MAZURSKIE | 356,92 | 356,22| 398,46| 472,85| 615,08
WIELKOPOLSKIE 312,83 | 326,28 | 354,06 | 44311 518,44
ZACHODNIOPOMORSKIE 390,56 | 472,01 552,73| 469,01 610,65

Source: Local Data Base kept by the Central Statistical Office, stat.gov.pl,
accesed: 16.06.2022

Analysis of the data in Table 3.2 shows:

— the best personal income (over 600 PLN) per capita was in
Opolskie, Mazowieckie, Lubuskie, Podkarpackie and
Zachodniopomorskie Voivodeships, which is due to the great
economic potential of these voivodeships;

— the lowest indicator was reached in the voivodeships of Slaskie
and Lodzkie, which is not used as these areas are industrialised and
should produce a high indicator value.
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Table 3.3
Own revenue — Proportion of taxes representing the revenue of
the state budget Income tax of natural persons in the years 2016-
2020 per inhabitant of the voivodeship

Narme of voivodeship total in PLN (million)
2016 2017 2018 | 2019 | 2020
POLSKA 34,47 37,56 | 42,53 | 46,85| 4594
DOLNOSLASKIE 36,63 40,09 | 45,70| 50,52 | 49,61
KUJAWSKO-POMORSKIE 28,72 31,39| 34,87 | 38,62| 37,66
LUBELSKIE 23,83 2557 | 2891 | 31,82| 31,01
LUBUSKIE 28,78| 3159| 36,20| 39,79| 38,50
LODZKIE 32,65 35,62 | 40,29 | 44,47| 43,67
MALOPOLSKIE 32,36 35,89 | 41,42| 45,86| 45,33
MAZOWIECKIE 53,32 57,76 | 65,61| 72,06| 70,05
OPOLSKIE 27,95 30,58 | 34,30| 37,76| 36,89
PODKARPACKIE 23,04 2521 | 28,35| 31,56| 30,90
PODLASKIE 25,65 28,06 | 31,76 | 3521| 34,64
POMORSKIE 34,80 38,25 | 43,02 | 47,03| 47,44
SLASKIE 38,35| 4091| 4578| 49,68| 48,555
SWIETOKRZYSKIE 24,34 26,74 | 29,91 | 33,14| 32,63
WARMINSKO-MAZURSKIE 2585| 27,86| 31,48| 3454| 33,33
WIELKOPOLSKIE 34,51 38,07 | 43,32| 48,29| 47,54
ZACHODNIOPOMORSKIE 30,056 33,04| 37,24| 40,79| 39,97

Source: Local Data Base kept by the Central Statistical Office, stat.gov.pl,
accessed: 16.06.2022

According to the level of the indicator calculated for the
individual voivodeships, the largest in the Mazowieckie Voivodeship
reached more than 70 PLN per person (2020), the smallest in the
Swietokrzyskie Voivodeship. This confirms previous findings that
the most profitable voivodeship is Mazowieckie and the least
prosperous voivodeship is Swietokrzyskie. This aspect relates to
income tax receipts.
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Table 3.4

Own revenue — Proportion of taxes representing revenue from
the state budget Corporation tax in the years 2016-2020 per
inhabitant of the voivodeship

Narme of voivodeship total in PLN (million)
2016 | 2017 | 2018 2019 2020
POLSKA 124,97 | 140,81 | 162,89 | 183,21| 190,12
DOLNOSLASKIE 149,39 | 180,27 | 187,33| 189,39 | 198,47
KUJAWSKO-POMORSKIE 95,81 93,87| 102,94 131,43 142,71
LUBELSKIE 54,85| 61,89| 70,93 83,18 84,76
LUBUSKIE 85,68 | 98,06 | 102,79 97,17 127,54
LODZKIE 106,24 | 106,56 | 130,73 | 143,38 149,74
MALOPOLSKIE 106,89 | 110,54 | 139,60 | 160,74| 161,82
MAZOWIECKIE 272,13 | 333,91 | 386,74| 426,04 444,54
OPOLSKIE 86,66 | 86,82| 102,47| 100,88 | 118,12
PODKARPACKIE 68,00 73,26| 90,14 88,54 111,56
PODLASKIE 55,20 | 62,60 | 68,91 73,93 83,44
POMORSKIE 119,48 | 134,99 | 156,62 | 209,85| 189,94
SLASKIE 108,34 | 119,84 | 149,14 | 178,32 156,48
SWIETOKRZYSKIE 51,02] 50,01| 7159 86,89 99,35
WARMINSKO-MAZURSKIE 5543| 52,75| 69,79 68,74 87,97
WIELKOPOLSKIE 154,26 | 163,80 | 173,94 | 196,33 212,27
ZACHODNIOPOMORSKIE 78,43| 84,11| 8798 98,54 111,87

Source: Local Data Base kept by the Central Statistical Office, stat.gov.pl,

accessed: 16.06.2022

The data in Table 3.4 provide the following conclusions:

— corporation tax is a very good source of public revenue in the
individual voivodeships; the largest is between PLN 272 and PLN
444 per capita in the Mazowieckie Voivodeship during the period

under review;

— the lowest level of the indicator was reached in the voivodship
of Swigtokrzyskie confirming the previous conclusions of the
analyses that the voivodship has the lowest income and is therefore
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slower in its development.

Conclusions

The analysis carried out using synthetic indicators has revealed
many situations, which show a good development for the individual
voivodeships in Poland. It also drew a number of conclusions on
income strength, namely:

— the phenomenon of income wealth does not occur uniformly in
the 16 voivodeships of Poland,;

— the highest income is earned by the local authorities of the
voivodships in the industrialized areas (e.g. higher income per
inhabitant in the PIT or CIT tax than in other provinces, which are
less industrialized);

— the level of public revenue depends on the budgetary efficiency
of direct and indirect taxes.
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Abstract

Predicting financial health of a company is in this global world
necessary for each business entity, especially for the international ones,
as it is very important to know financial stability. Forecasting business
failure is a worldwide known term, in a global notion, and there is lot of
prediction models constructed to compute financial health of a company
and, by that, state whether a company inclines to financial boom or
bankruptcy. In the current global world of uncertainty and continuous
change, it is in each business's interest to improve its performance.
Businesses have to adapt to changing market conditions and keep
moving to maintain their, either local or global, market position. In the
past, entities preferred to increase primary accounting profit forms. The
global modern goal of enterprises, value creation, is achieved through
the concept of economic profit.

Keywords: prediction models; economic profit; globalization; business
failure; accounting profit.

1. Introduction

In today’s world of uncertainty and continuous change, it is in the
interest of every business to increase its performance. Businesses
need to adapt to changing market conditions and make steady
progress in order to maintain their market positions. If a company
wants to succeed in the fight against competition, it must be able to
use its resources efficiently (Susanto et al., 2019; Tahmasebi et al.,
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2020; Stefko et al., 2020).

The term “prediction of a company’s financial health” is well
known in the world, but the intensity of how different countries deal
with this issue is uneven. Business entities in our country forecast
their financial stability only minimalistically, mainly due to the fact,
that for the conditions of the Slovak market a general prediction
model has not yet been fully applicable to any entity, regardless of
the sector in which they operate (Svabova et al., 2020).

The professional literature names the issue of failure of business
entities in various terms: ex-ante financial analysis method,
bankruptcy prediction, default prediction, failure forecasting, early
warning systems, financial distress forecasting, credit risk
assessment, etc. Regardless of the diversity of individual names, all
methods have a common goal — to determine in good time whether a
business entity tends to go bankrupt or financial development. The
failure of one entity also negatively affects the financial operation of
all other entities that are in contact with it, either in closer or wider
contact, often due to secondary insolvency resulting from non-
fulfillment of obligations between individual entities. Based on
financial analyzes and financial health predictions, it is possible to
take corrective measures well in advance, thus mitigating or
eliminating any bankruptcy risk (Bilan et al., 2020).

Financial analysis represents a basic aspect of financial
management of a business entity and points to the operation of the
company. The state of financial stability of each entity is most
reflected in the different forms of the profit indicator. Profit, within
the result of management, represents one of the most important flow
guantities. This explains how effectively corporate capital is used in
the entity (Valaskova et al., 2020).

There must be some form of financial management within each
business entity. It is in the interest of financial managers to consider
the internal situation of the company in their decisions, but also the
broad economic environment. This actually means constantly
monitoring the financial health of the business entity. In order to
ensure the best possible financial health of the company, we can
predict it, i.e. predict how the funds and total assets of the company
should be handled in the short or long term, for their most efficient
use. Predictive models, also called early warning systems, are
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applied for identifying the level of a company’s financial health.
They assess the health of the company using complex characteristic,
both in terms of past and current development and in terms of future
development of the entity. They are created using different
combinations of financial and economic indicators, which often
include various forms of profit.

2. Literature review

Paul Joseph Fitzpatrick was the first to address this issue. In 1931,
he published a study comparing the development of indicators in
solvent and insolvent companies. He pointed out that the
development of selected corporate indicators — indicators long before
the outbreak of serious economic difficulties, which usually result in
insolvency — is beginning to differ in endangered companies. The
next step in the research of the problem has been taken by Merwin
(1942), who published a research based on the comparison of
arithmetic averages of selected business indicators, which he
guantified in successful and unsuccessful companies. The
disadvantage of this research was that it included in the set of
unsuccessful companies those that ceased to exist for non-economic
reasons (Valaskova et al., 2018).

V. H. Beaver (1966) and E. J. Altman (1968) are considered the
founders of forecasting the financial development of business
entities. Beaver came up with the method of one-dimensional
discriminant analysis in 1966, now known as the Beaver model. The
MDA (Multivariate Discriminant Analysis), also known as the
multidimensional discriminant analysis, has been criticized for
arguing that the results may have been skewed and lacked meaning.
The three main critics of MDA include Eisenbeis (1977), Ohlson
(1980) and Jones (1987). Ohlson came up with the Logit model
(1980) and four years later was first applied to predict the bankruptcy
of Zmijewski's Probit model (1984). Shumway (2001) stated that the
Logit and Probit models have problems that can subsequently skew
the results and the result in inefficiencies and inconsistencies in the
estimated coefficient, too. To overcome these problems, he proposed
the gambler Model (Kliestik et al., 2020).
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3. Methods

The measurement of financial performance has developed
relatively rapidly in the past. This development has been driven, and
still is driven, by requests for information on performance in
changing economic conditions from investors and managers. Ende
(2017) states that the benefit of the analysis of the company's
financial performance is the provision of information about the
company's perspective in the financial perspective. Profit, within the
result of management, represents one of the important flow
guantities. This explains how effectively corporate capital is used in
the entity. It is one of the pension sources of the owners of the
accounting unit and the most important internal source of financing
business needs, especially in the long run (Sebo, 2014).

Business failure is common to every economy in the world. This
failure can have various forms, manifestations and consequences. In
the literature, the issue of business failure is referred to in many
different terms, such as. bankruptcy prediction, failure prediction,
early warning system, etc. Despite different terminology, they have a
common goal — to predict the insolvency of business entities.
Insolvency is the main cause of business liquidation (Cisko &
Kliestik, 2013).

An early warning system is a system that, based on symptoms,
can identify changes in time within the company and in the company
environment, where there may be danger (Zuzak & Konigova, 2009).

Predictive models make it possible to identify the company’s
current position in the market environment based on the evaluation
of selected financial indicators, and even to estimate its position in
the given environment in the near future (Pernsteiner et al., 2011).

Given that profit is a very important indicator of the stability of
business entities, we decided to determine on a selected sample of
predictive models whether and to what extent the profit indicator and
its forms are used as part of predictive mathematical constructions.

In general, profit means a positive benefit from a particular
activity. In economics, this is usually the difference between
revenues and costs over a period of time. In microeconomic theory,
two categories of profit are distinguished, namely accounting profit
and economic profit.

Accounting profit is considered to be a positive result of the
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company recorded as a mandatory information in the profit and loss
statement, balance sheet and notes to the financial statements of the
entity. This is the difference between total revenue and explicit costs.

There are several forms of profit that are reported in accounting:

e EAT (earnings after taxes) + Income tax

e EBT (earnings before taxes) + Interest expense

e EBIT (earnings before interest and taxes) + depreciation

o EBITDA (earnings before interest, taxes and depreciation)

On the right, there are other items making the generation of the
chosen form of profit — processed according to (Marik & Marikova,
2005).

The concept of economic profit uses the cost of capital in
calculations. Every capital costs something. The price of a given
capital is expressed by its cost. The cost of capital is spent on raising
individual parts of capital. The cost of total capital consists of the
cost of equity and the cost of debt. The cost of equity represents the
expected share of profit for the owner investing his capital in the
business. The asking price that owners ask for varies depending on
the business and therefore the risk involved. The higher the risk, the
higher the cost of equity, as it is necessary to compensate this risk to
investors. The cost of borrowed capital is expressed as interest paid
by creditors. Interest is determined by the situation on the financial
market and its actual amount varies depending on the duration of the
loan and the creditworthiness of the borrower. In general, the cost of
equity is higher than the value of the cost of equity. For example, the
degree of risk for the owner, which is higher than for the creditor, is
considered the decisive reason, and interest paid on the loan is
recorded in the company’s costs, thus reducing the tax base (Marik &
Marikova, 2005).

Economic profit is achieved if the company makes an accounting
profit and at the same time can cover the cost of equity.

Various other equivalents of economic profit are also used in the
professional literature. In the domestic, but also in foreign literature,
we can find the issue under terms such as surplus value, residual
income, abnormal income, surplus profit, super-profit. The basic idea
of all these terms is usually the same, namely to produce a
company’s income in excess of the cost of capital. The equivalent
“residual profit” is used because it takes into account the cost of the
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opportunity sacrificed. This term is also related to residual income.
The main idea is to produce such revenue for the owners to cover the
cost of the opportunity sacrificed. The terms surplus-value, surplus-
profit, or super-profit are used to denote returns in excess of the cost
of total capital. Abnormal income expresses a profit, which after
deducting the cost of equity is positive. This positive result is no
longer the normal profit produced by the company, but it is the so-
called abnormal income of business owners (Siekelova et al., 2019).

Alternative costs mean the best feasible opportunity, but it has not
been realized. Due to the limited economic resources, it is not
possible to implement all the variants that are available on the
market. For the highest achievable benefit, it is necessary to reject
those variants where a lower benefit is achieved. The company has
several options on the market and decides between several
alternatives. By choosing one alternative, the company gives up the
implementation of the other. Opportunity costs represent the value of
the profit from the opportunities that must be sacrificed in favor of
another alternative. Thus, opportunity costs do not represent the
implemented activities of the company, but the potential profit from
the implementation of the second alternative. They are also defined
as lost revenue that the company did not achieve because it preferred
another alternative (Kotulic et al., 2010).

Economic profit = accounting profit — implicit costs (3.1)
Economic profit = total return on capital — cost of capital ~ (3.2)
Economic profit = revenues — explicit costs — implicit costs (3.3)

The best-known indicators in foreign practice, which use the
concept of economic profit to evaluate the company’s performance,
are Economic Value Added (EVA), Market Value Added (MVA),
return on net assets (RONA), IN economic value added (INEVA).
The basic features of these indicators are the calculation of
opportunity costs in the form of Weighted Average Cost of Capital
(WACC) and profit from operating activities after tax (NOPAT for
short). An interest rate comparable to the degree of risk is used in
determining the alternative cost of equity (Kotulic et al., 2010).
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4. Results

Financial prediction models are used to diagnose and predict a
company’s financial situation, but they can also be used to evaluate
the results of its economic activities within a group of competing
companies, or even within the industry (Kubenka, 2016; Jencova,
2011; Shelley et al., 2020).

The financial situation of a company is a numerical expression of
its results, which it has achieved in various areas of its activities.
Prediction models are based on the evaluation and interpretation of
the results achieved so far and on the basis of them predict the
development of the future financial and economic situation of the
company. Such an analysis is called an “ex ante” financial analysis.
The word “ex ante” is of Latin origin and means “before the
situation”. The aim of the prediction models is to examine the
financial situation of the company in time, and thus prevent potential
problems. All prediction models are based on the assumption that
some time before the bankruptcy of a company we can observe
certain characteristic differences in the development of a bankrupt
company in comparison with financially sound companies (Galetto et
al., 2020).

Mathematical constructions of prediction models consist in a
combination of various financial and economic indicators indicating
financial stability at individual levels of financial management of
business entities. Due to the fact, that profit is one of the basic
indicators of this nature, we decided to examine the extent to which
it is used on a sample of prediction models.

First of all we looked at it, if at all, and if so, how many
prediction models use profit in their estimates.

Based on research we found out that 96% of the prediction
models of the selected sample use a certain form of profit in their
mathematical constructions of financial and economic indicators.

We also distinguished to what extent the types of profit are used,
i.e. whether traditional forms of economic profit or accounting forms
of profit are used more.

The division of the use of economic and accounting profit in the
sample of models, which our research brought shows, that, within the
selected sample of models, forms of economic profit such as EVA,
MVA, RONA or INEVA indicators are not part of mathematical
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combinations of financial and economic indicators for predicting the
financial health of business entities. However, forms of accounting
profit are fully used, whether in the form of indicators such as EAT,
EBT, EBIT, EBITDA or even cash Flow.

5. Conclusions

In case of favorable prospects for the future, good financial health
and the competitiveness of the company on the market and within the
sector in which the company operates are assumed. However, if the
prospects calculated using predictive models are not favorable, then
the company can eliminate the shortcomings at a time when its
financial health is good and can thus prevent future bankruptcy and
leaving the industry (Kocisova & Kubala, 2012). Bankruptcy is a
situation where a company is unable to pay its debts and ultimately
fails to meet its obligations. Bankruptcy is a situation in which all
commercial and economic activities cease and are therefore also
referred to as “economic death” (Moharrampour et al., 2014).

Predictive models make it possible to identify the company’s
current position in the market environment based on the evaluation
of selected financial indicators, and even to estimate its position in
the given environment in the near future. Models of financial health
assessment are made up of indicators, the combination of which
indicates the very state of the entity at various levels of financial
management. In the presented article, we investigated the
participation of profit and its various forms in the combination of
these indicators in a selected sample of prediction models. We
conclude from the findings that the models do not use economic
profit at all, but accounting profit is a very important part of
assessing the stability and health of businesses through predictive
models.

Acknowledgement: This is paper is an outcome of project VEGA:
1/0544/19.
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Abstract

The aim of the study is to establish the impact of the implementation of
certain investment measures aimed at reducing the energy intensity of
enterprises, on the financial stability of their activities. Indicators for
assessing this sustainability and measuring the level of investment
activity of enterprises in the field of energy saving are proposed.
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According to a sample of Ukrainian enterprises, it was found that
investments in energy saving had a positive impact on the financial
sustainability of the studied companies.

Keywords: enterprise, investment, energy saving, energy consumption,
energy saving project, financial sustainability.

Introduction

One of the main conditions for ensuring high efficiency of
enterprises for a long period is the presence of an appropriate level of
economic sustainability (Yaqoob, 2020; Mokeev et al., 2015). This
sustainability characterizes the enterprises ability to maintain a
sufficient amount of financial and economic results of their activities
in the event that the parameters of the external environment
deteriorate. At the same time, an important component of economic
sustainability of business entities is their financial sustainability ,
which reflects the ability of enterprises to conduct their financial
activities in case of deterioration of the conditions of its
implementation (Savchenko & Nagorna, 2018; Korepanov et al.,
2020). It is necessary to take into account the fact that for most
enterprises there is always the potential to increase their financial
sustainability. However, the formation of this potential is a difficult
task, because the magnitude of the potential to increase the financial
sustainability of enterprises is influenced by a large number of
factors, and the mechanism of such influence is difficult to formalize.

Among the possible factors for increasing the financial
sustainability of enterprises should be noted the reduction of unit
costs of production resources for the manufacture of their products.
In particular, for companies in many Eastern European countries
there is a need to reduce the specific consumption of fuel and energy
resources (Yemelyanov et al., 2018; Yemelyanov et al., 2021).
However, such a reduction often requires the investment of large
amounts of investment resources (Brandt, 2017). In this regard, the
implementation of energy saving measures should be preceded by a
detailed assessment of their socio-economic efficiency and feasibility
(Garcia-Casals et al., 2019; Gielen et al., 2019). To this end, it is
necessary to predict all the main socio-economic consequences of the
implementation of energy-saving investment projects in enterprises
(Lv & Yang, 2020; Masa et al., 2018). Among these consequences is
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an important change in the financial sustainability of enterprises.
Therefore, it is necessary to establish the impact of the
implementation of certain investment measures aimed at reducing the
energy intensity of enterprises, on the financial sustainability of their
activities.

Materials and methods

To assess the impact of investments in energy saving on the
financial sustainability of enterprises, it is necessary, first of all,
information on the volume of such investments during the reporting
period and the level of financial sustainability of the studied entities
according to and after investing in energy saving projects. In this
case, all this information in this study was obtained from arrays of
information presented in the materials of accounting, statistical and
management reporting of enterprises.

The theoretical background of the study were works on assessing
the financial stability of enterprises, the formation of potential to
increase this sustainability and the rational use of energy resources of
enterprises.

The method of economic and mathematical modeling was used
to build a formalized indicator for assessing the financial
sustainability of companies. The need for this method is due to the
fact that the financial sustainability of enterprises is a complex and
multifaceted property. Therefore, measuring its level requires prior
formalization.

In order to streamline measures to increase the financial
sustainability of enterprises, the method of system analysis was used.
The need for this is due to the presence of a significant number of
factors shaping the potential to increase the financial sustainability of
enterprises, which are interconnected and require systematic
consideration.

With the aim to perform empirical research, techniques of
technical and economic calculations and economic analysis were
used. A tabular method was used to visualize the results obtained
during the research.

An abstract-logical method was used in formulating the
conclusions. This made it possible to identify the main results of the
research and identify promising ways to further study the issues.
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Results and discussion

Considering features of formation of increase potential of
financial sustainability of the enterprise, it is necessary to note such
characteristic features of this potential:

1) the magnitude of this potential is determined by the set of
resources of the enterprise and the competencies of its managers in
relation to the management of these resources in order to increase the
level of financial sustainability of the entity;

2) with regard to the resources needed to increase the financial
sustainability of the enterprise, these resources may include not only
their available value, but also resources that may be involved in
addition;

3) the potential to increase the financial sustainability of the
enterprise is closely related to other components of the total
economic potential of the entity, in particular the marketing and sales
potential of the company;

4) the magnitude of the potential to increase the financial
sustainability of the enterprise depends not only on the factors of its
internal environment, but also on the current and future parameters
of the external environment of the enterprise. n particular, we are
talking about such parameters as the level of prices for products
manufactured and sold by the company, the amount of demand for it,
the level of credit rates, the terms for which it is possible to take a
loan, and so on.

Given the potential for increasing the financial sustainability of
the enterprise, it is advisable to understand the component of its
economic potential, which is a set of available and possible resources
and competencies that determine the ability of the enterprise to
increase its financial sustainability under certain environmental
conditions or in the future. In this case, the financial sustainability of
the enterprise is a measure of its ability to timely and fully meet its
credit obligations. Accordingly, it is possible to assess the level of
financial sutainability of the enterprise by the amount of its revenues,
which this enterprise can use to repay bank loans and other types of
loans taken by it.

We will consider the average values of the main parameters of the
loan portfolio of the enterprise, namely — the value of the loan
interest and the total duration of repayment of loans. These indicators
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will be considered as the average of the total amount of borrowed
capital of the economic entity. Regarding the amount of revenue that
an enterprise may use to repay the principal amount of the debt and
to pay interest thereon, that amount will be considered to be the
average of the total time that the enterprise has fully repaid all of its
debt. Given these assumptions, the condition of the appropriate level
of financial stability of the enterprise can be represented as such an
expression:

§ P,zf-(l— ! ]zc, (3.4)
j—1@+r)t T a+n’

where: T — the average maturity of all loans taken by the company,
years; P — the average amount of income that the company can use to
repay loans and interest for their use, monetary units; r — loan
interest on loans taken by the company in shares of the unit; C — the
total amount of loans taken by the enterprise, monetary units.

Note that the value of P in expression (3.4) is set taking into
account the fact that the payment of funds to repay loans does not
cause the termination of the normal conduct of its business activities.
In other words, the repayment of loans does not occur through the
sale of the property of the enterprise, which is necessary for its
operation in accordance with the established objectives of the
activity.

Therefore, if inequality (3.4) is met, the company will have time
to repay the loans taken by it in due time and pay interest in full for
their use. Also, expression (1) allows for a quantitative assessment of
the financial stability of the enterprise. To do this, we give (3.4) as an
equation and express P from it:

_Ccor-@+n)T

Pm
a+n’ -1

, (3.5)

where: Py, — the minimum possible amount of income that an entity
can use to repay loans taken by it and to pay interest on those loans,
under which inequality (3.4) will be met, monetary units.
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Then a quantitative assessment of the financial sustainability of
the enterprise may be performed by comparing the indicators P and

Pm:
LZLZM (3.6)

Pn c.r-@en?

where: L — the financial sustainability level of the enterprise, the
share of the unit.

It follows from expression (3.6) that a certain enterprise will be
considered financially stable if the value of indicator (3.6) is equal to
or exceeds one. If this condition is not met, the company can not be
considered financially stable. At the same time, as the value of
indicator (3.6) increases, the level of financial sustainability of the
enterprise increases.

Thus, the level of financial sustainability of the enterprise depends
on four main factors, namely — the average amount of income that
the entity can use to repay loans and pay interest on their use; the
amount of loan interest on loans taken by the company; the average
maturity of all loans taken by the entity and the total amount of loans
received by the enterprise. Accordingly, it is possible to identify four
main ways to realize the potential to increase the financial
sustainability of the enterprise, namely:

— increasing the amount of income that the business entity will be
able to use to repay loans and interest on their use. Such growth can
be ensured, in particular, by optimizing prices and sales of the
enterprise, reducing unit costs for its production, entering new
markets, expanding the range of products and more;

— reduction of the amount of loan interest on loans taken by the
company. This reduction can be achieved, in particular, by changing
the structure of both the total capital of the enterprise and its loan
capital, finding creditors who offer a lower interest rate, and so on;

— increase in the average maturity of all loans taken by the entity.
The directions of ensuring such an increase generally coincide with
the directions of reducing the amount of loan interest;

— reducing the value of the total volume of loans taken by the
company. This reduction may be achieved primarily by reducing the
assets of the enterprise by releasing those that are not needed by the
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enterprise to conduct its business. In particular, this applies to excess
fixed assets and excess working capital. Then, reducing the excess
assets, the company will be able to reduce its borrowed capital by the
same amount. In this case, the financial results of the enterprise will
not decrease, but, conversely, may increase due to the reduction of
costs for the maintenance of unnecessary assets of the enterprise.

It should be noted that in the general case, a change in each of
these four parameters, which affect the level of financial
sustainability of enterprises, will cause a change in other parameters.
For example, an increase in the amount of revenue that a business
entity will be able to use to repay loans can significantly improve the
creditworthiness of the enterprise and, consequently, reduce the
interest rates at which lenders agree to provide loans to such
enterprises. On the other hand, the reduction of borrowed capital of
the enterprise may lead to a decrease in its revenues due to the
reduction of the value of production and sales potential of the
enterprise.

Given the above, it seems appropriate to use an optimization
approach when building the potential to increase the financial
sustainability of enterprises. According to this approach, a set of
technical, technological, organizational and economic measures is
determined, the implementation of which will ensure the maximum
level of financial sustainability of enterprises, which is calculated by
formula (3.6). It is necessary that all measures provide the company
with a non-negative value of the excess profit (economic effect), ie
the difference between the increase in profit due to the
implementation of the measure and the product of investment in such
implementation on the rate of return (Figure 3.1).

For the purpose of practical application of the offered methods of
an estimation of influence of realization of energy saving investment
projects on financial stability of the enterprises data on 97 industrial
enterprises of the western region of Ukraine belonging to three types
of economic activity (food production, wood processing and
manufacturing from it) as well as the manufacture of machinery and
equipment). All these enterprises carried out energy saving
investment projects during 2019-2021. Information on the average
level of financial sustainability of enterprises before and after their
implementation of energy-saving investment projects are given in
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Table 3.5. This level was calculated by formula (3.6). According to
the above data, one of the three types of economic activity (namely,
the production of machinery and equipment) reduced the average
level of their financial sustainability during 2019-2021.

The potential for increasing the financial enterprise sustainability: Ly — L

) 1

The actual level of financial The maximum level of
enterprise financial enterprise
sustainability,L sustainability, Lm

Formation of the previous set of measures, the implementation of
which will increase the financial enterprises sustainability
[ [ [ [

Technical Technological Organizational Economic
measures measures arrangements measures

A

Estimation of the expected economic effect (value of surplus) from
the implementation of each measure

The event is The event
rejected is included
The effect in the
is negative program

A 4

Formation of the final program of measures to increase the financial
enterprise sustainability

Figure 3.1 Model of formation of potential of increase of

financial sustainability of the enterprise
Source: developed by the authors
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Table 3.5
The average level of financial sustainability of the studied
enterprises before and after investing in energy saving projects

Average data of enterprises by types of economic

activity
Names of indicators Wood processing | Manufacture
Food :
- and manufacture | of machinery
production .
of wood products | and equipment
Number of 45 29 23
enterprises
The level of financial
sustainability of
enterprises to invest 0.906 1.017 0.923
in energy saving
projects

The level of financial
sustainability of
enterprises after 0.976 1.146 0.847
investing in energy
saving projects

Increase in the level
of financial
sustainability of
enterprises after
investing in energy
saving projects

0.070 0.129 -0.076

Source: calculated by the authors on the basis of data on the activities of the
studied enterprises for the period 2019-2021

In order to assess the investment activity of the studied enterprises
in the field of energy saving for each of them was calculated the
level of this activity. It was calculated as the ratio of the volume of
investments made by enterprises during 2019-2021 in energy saving
to the book value of the assets of these enterprises. All enterprises
were divided into the following three groups according to the level of
their investment activity in energy saving: enterprises with a low
level of this activity (< 0.05), enterprises with an average level (0.05-
0.15) and enterprises with high level of their investment activity in
energy saving (> 0.15). The results of this distribution are presented
in Table 3.6, and Table 3.7 shows the average values of the index of
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financial sustainability of the enterprises depending on the level of
their investment activity in the field of energy saving. This index was
calculated as the ratio of the level of financial sustainability of
enterprises at the end of 2021 and the beginning of 2019.

Table 3.6

Distribution of the studied enterprises according to the level of
their investment activity in energy saving

The level of | Number of enterprises by level of investment activity in
investment energy saving
activity in Wood processing and | Manufacture of
Food .
energy production manufacture of wood machl_nery and
saving products equipment
Low 21 12 13
Average 13 10 7
High 11 7 3
Source: compiled by the authors
Table 3.7

The average values of the index of financial sustainability of

enterprises depending on their investment level in energy saving
The level of Index of financial sustainability of the enterprises
inv«_asyme.nt Food Wood processing Manufacture of
activity in oroduction and manufacture of machinery and
energy saving wood products equipment
Low 1.013 1.048 0.859
Average 1.107 1.119 0.914
High 1.155 1.224 0.960

Source: compiled by the authors

As follows from the data (Table 3.7), for all types of economic
activity, the growth of investment activity in energy saving is
accompanied by an increase in the average values of their level of
financial sustainability. Using the method of analysis of variance, it
was possible to establish that this dependence is statistically
significant, because the actual values of the F-criterion exceed its
critical values with a significance level of 0.05. Thus, investing in
energy saving had a positive impact on the financial sustainability.
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Conclusions

The level of financial sustainability of the enterprise depends on
four main factors, namely — the average amount of income that an
entity can use to repay loans and pay interest for their use; the
amount of interest on loans taken by the company; the average
maturity of all loans taken by the entity and the total amount of loans
received by the enterprise. At the same time, it is expedient to assess
the financial sustainability of enterprises by comparing the actual
amount of revenues to the enterprise, which can be used to repay
loans taken by them, with the minimum allowable amount of these
revenues. Then the possibility of increasing this ratio will
characterize the potential for increasing the level of financial
sustainability of enterprises. One of the possible directions of this
potential formation is the implementation of energy-saving
investment projects by enterprises. A study of Ukrainian enterprises
showed that the growth of their investment activity in energy saving
is accompanied by an increase in the average values of the financial
sustainability level. Further research requires the establishment of
opportunities to determine the financial stability level of enterprises
without first averaging the indicators that determine this level.
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Abstract

Exogenous and endogenous threats to the introduction of digital
technologies at logistics enterprises have been identified. The
characteristics of key digital technologies in the activity management
system of a logistics enterprise in the conditions of digitalization of
business processes are studied. It has been established that the
introduction of digital technologies leads to transformational changes in
personnel needs and requirements for specialists of logistics companies.
The main principles that influence the formation of digital culture,
taking into account modern challenges, are considered.
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Introduction

Today, technologies continue to develop, so the number of their
users is gradually increasing. According to the Digital 2020 Global
Digital Overview Report, the number of Internet users since the
beginning of the pandemic has increased to 4.54 billion, which is a
7% increase compared to January 2019. And this is about 298
million people per year. In general, global trends show that digital
technologies are moving towards inclusiveness, and the growth of
Internet users is a priority for countries. Thus, according to UN
estimates, about two million new jobs will be created in the future in
the fields of technology, logistics, mathematics, architecture and
engineering. And in general, about 90% of jobs will require digital
skills. According to an analysis by the Boston Consulting Group,
digitization is recognized as a key driver of GDP growth. And
according to some expert estimates, the share of the global
information economy already now, taking into account digital skills
and digital capital, is 22.5% of the world economy. At the same time,
the growth trend of the volume of the global digital transformation
market is predicted in 2016-2027 (Figure 4.1).
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Figure 4.1 Global digital transformation market volume growth

trend in 2016-2027
Source: Daschenko, 2020; Martyniuk, 2020
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According to a study by the Ministry of Digital Transformation of
Ukraine, 15.1% of Ukrainians aged 18 to 70 in 2019 had no digital
skills at all, and 53% had digital skills below the basic level. A repeat
study, which was conducted in 2021, showed that the percentage of
Ukrainians who do not have digital skills decreased by 4%, and the
number of people whose digital skills are below the basic level
decreased by 5.2% (to 47.8%). With this in mind, the key goals of
the Ministry of Digital Transformation of Ukraine are to train six
million citizens in digital skills by 2024, as well as to transfer 100%
of services to the online format.

Thus, the development of the modern information society, the
digital transformation of logistics processes with the intensive use of
digital technologies (Zaloznova, Trushkina, 2018; Trushkina, 2019a;
Trushkina, 2019b; Tryfonova, Trushkina, 2019a; Zaloznova,
Trushkina, 2019; Hryhorak et al., 2020; Trushkina, 2020), the
growing demand for specialists in the field of information and
communication technologies, the modernization of the education
system lead to radical changes in the development of corporate
culture (Trushkina et al., 2020; Kharchyshyna, Trushkina, 2021a;
Kharchyshyna, Trushkina, 2021b; Kharchyshyna et al., 2021) and
form qualitatively new requirements for level of digital skills and
knowledge of enterprise personnel.

The priority task of strategic documents for the development of
the digital economy and society in many countries of the world is the
creation and implementation of National programs of continuous
training of general and professional digital competences and
knowledge in the context of the concept of lifelong learning.

The above clearly illustrates the high need for digital skills in the
labour market and the need to develop and implement a set of
measures to transform the corporate culture of logistics companies in
the conditions of the rapid development of the digital economy.

Materials and Methods

Foreign and Ukrainian scientists pay quite a lot of attention to the
issue of the influence of digital technologies on the corporate culture
of enterprises. In particular, scientific publications of foreign
scientists are devoted to the problems of forming corporate culture in
the system of social responsibility of business (Drucker, 1946;
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Bowen, 1953; Sethi, 1975; Salzmann, lonescu-Somers, Steger, 2005;
Ebner, Baumgarther, 2006; Kotler, Lee, 2008).

The analysis of special literature shows that the study of issues
related to the definition of the essence and content of the concept of
“organizational culture” from different scientific points of view, its
features and differences from the definition of “corporate culture”
(Alvesson, 2005; Armstrong, 2009; lljins, Skvarciany, Gaile-
Sarkane, 2015; Pennington, 2014; Robbins, Judge, 2012; Sheyn,
2007; Simosi, 2012).

Leading researchers (Cameron, Quinn, 2011; Denison, 1984;
Denison, 1990; Dwivedi et al., 2014; Dzwigol, 2017; Dzwigol, 2019;
Hofstede, 2011; Kwilinski, 2018; Kwilinski, 2019; Lapina et al.,
2015; Millington, Schultz, 2009; Trang, 2017; Suryaningtyas et al.,
2019; Tortorella et al., 2019) pay significant attention to identifying
factors influencing corporate culture on the efficiency and level of
competitiveness of enterprises; scientific and methodological
substantiation of the relationship between corporate culture and
financial results; development of methods for assessing the level of
development of corporate culture; application of information
technologies in the activities of enterprises, including for improving
the personnel management system.

In view of this, the purpose of this study is the need, based on the
analysis of the current level of development of information and
digital technologies, to reveal the essence and features of
digitalization in order to identify the impact on the transformational
processes of the corporate culture of logistics companies and the
sustainable development of economic systems.

In the process of research, general scientific methods (analysis
and synthesis, content analysis, expert survey, marketing analysis,
comparison, structural and logical generalization, systemic approach)
were used for a comprehensive analysis of modern problems,
challenges and threats that determine the need for transformations in
the existing system of corporate social responsibility; determination
of transformational changes in the corporate culture of logistics
companies in the conditions of digitalization.
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Results and Discussion

With the onset of the COVID-19 pandemic, businesses around the
world began to move to a new level of the digital economy. There
have been effective changes in the development of enterprises. In
particular, Digitization is the transformation of information from
physical media to digital media. Today, digitization has become a
key component for successful business in most countries of the
world. The development of mobile communications, online services,
e-commerce (Kwilinski, Trushkina, 2019; Tryfonova, Trushkina,
2019b; Trushkina, Bezpartochnyi, Shkrygun, 2020; Trushkina,
Bezpartochna, Shkrygun, 2020; Bezpartochna, Trushkina, 2021)
make it possible to eliminate paper document circulation, speed up
the organization of business processes, and simplify access to export
markets.

In 2021, especially for Ukrainian entrepreneurs, the leading
consultants of the German Economic Group (GET) presented the
results of a study dedicated to the digital transformation of business
in Ukraine, its achievements and problems. The event was organized
by the Kyiv Chamber of Commerce and Industry together with the
German-Ukrainian Chamber of Commerce and Industry. GET
surveyed 500 Ukrainian companies regarding the state of digital
transformation. It turned out that 92% of companies see this as an
opportunity, not a risk. However, only 17% of companies consider
themselves leaders in this process. Few companies have clear
digitalization strategies, but instead face a number of challenges.
This is a lack of finances, specialists, and experience, and the impact
on the corporate culture of companies in the system of corporate
social responsibility.

Today, digitalization is one of the defining trends in the
development of human civilization, which forms a more inclusive
society and better governance mechanisms, expands access to health
care, education and banking, improves the quality and coverage of
public services, expands the way people cooperate, and also enables
take advantage of a greater variety of products at lower prices. This
is one of the main factors of the growth of the world economy in the
next 5-10 years. In addition to the direct productivity gains that
companies get from digital technologies, there is a chain of indirect
benefits of digitalization, such as time savings, new demand for new
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goods and services, new quality and value, and more. It should be
noted that the introduction of digital technologies at logistics
enterprises can cause many exogenous and endogenous threats
(Table 4.1).
Table 4.1
Threats of the introduction of digital technologies at logistics
enterprises

Endogenous threats Exogenous threats
- unstable political and economic situation | - high cost of digital technology
in the country; projects;
- lack of standards for the use of digital - significant costs for the
technologies; operation of systems using digital
- lack of special measures by the state to technologies;
support enterprises; - reluctance of employees to
- significant costs for the introduction of change the form of work;
digital technologies; - insufficient digital competence
- insufficient number of digital ones of logistics personnel;
solutions that can be used by a limited - the impossibility of conducting
number of the population; business in the transport and
- insufficient level of information security; | logistics sphere without the use of
- insufficient level of information digital technologies
infrastructure development

Source: summarized and compiled based on the analysis of scientific literature
and information materials of international consulting companies and analytical
centers

Today, digitalization is the active integration and consolidation of
digital technologies into an enterprise’s business processes, its CSR
and corporate culture, which fundamentally changes the way it works
and benefits customers. It is also a certain cultural change that
requires the enterprise to constantly challenge the existing state of
things, experiment and get used to failure. Sometimes this means
abandoning the established business processes on which enterprises
have been built in favour of relatively new practices that have yet to
be defined. This approach allows predicting not only the installation
of modern equipment or software, but also fundamental changes in
management  approaches, corporate culture, and external
communications (Tkachuk, 2021). As a result, the productivity of
each employee and the level of customer satisfaction increases, and
the company gains the reputation of a progressive and modern
organization and competitiveness. Customers are essentially one of
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the main drivers of digitalization. Because they interact daily with
commercial and public companies, many of which have already
begun to transform their operations. In such cases, the client sees that
modern technologies make processes faster and easier, so he expects
such changes from other enterprises as well.

In the last few years, the logistics business of Ukraine has
undergone positive and driving changes in the development of the
digital transformation of enterprises, which affected the corporate
culture of companies; in particular, such transformational changes
arose for several reasons:

1) strengthening of client-oriented activities — the active
implementation of digitalization technologies allows to organize the
most personalized interaction, which is preferred by the majority of
clients. Digital communication channels, omnichannel, artificial
intelligence, robotics — we already deal with all this in our everyday
life;

2) providing flexibility and speeding up business processes — to
be successful and competitive, you need to be fast and flexible:
change not when there is an opportunity, but when there is a need;

3) the need for partnership and cooperation — it is difficult to
imagine a successful modern business without partners. Digitization
in corporate culture creates new opportunities for cooperation with
other enterprises. For example, thanks to modern technologies, it is
possible to conduct business and look for partners in any part of the
globe. And the open APl makes collaboration easier and more
convenient.

Digitization in corporate culture is a radical rethinking of how an
organization works with technology, people and processes to
fundamentally change its business performance and meet customer
needs. And the technologies themselves are a driving tool that allows
employees in particular to work more efficiently and in better
conditions, and the business as a whole to strengthen its core
operations. But despite this, it should be noted that digital
transformation can end before it has even begun, if company
employees do not understand why, how and what is happening
(Lisova, 2019). Therefore, the transformation of the company into a
digital one requires major changes in the actions of employees, their
behaviour and interaction with other people, inside and outside the
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organization. In other words, successful digital transformation begins
with cultural transformation. It is a certain set of principles and
values in corporate culture, which characterizes the use of
technologies for interaction with society and solving tasks in
professional activities. In essence, these are attitudes or some kind of
unspoken code of how things happen in the company, which gives
employees freedom of thought and situational decision-making.

Integrating digital technologies into the enterprise's business
process, it is necessary to ensure that its employees realize the true
role of technology in their daily life and work, adapt to changes as
quickly as possible, and correctly understand their human role. Inside
the enterprise, it is appropriate to emphasize the introduction of
project-based, flexible work methods, training in working with
digital tools, education of corporate culture, formation of creative
thinking of employees. A large-scale transformation of the
requirements for specialists is already being observed, as labor
automation is taking place. And the main competence that
determines the competitive advantages of logistics enterprises is big
data analytics. Thus, the ability and skills to work with a large
volume of massive structured and unstructured information allows
companies today to improve the quality of demand forecasting and
optimize processes (Schallmo, Williams, Boardman, 2017).

Information technologies create additional value for the company,
forming a unique business environment with additional competitive
advantages in the areas of unlimited communication opportunities,
sales, branding, attracting specialists and experts, controlling,
organizational flexibility and access to digital databases, services of
high-class professionals in various industries. Today, the
development of digitalization also affects the management of the
enterprise and personnel (Table 4.2).

At the same time, logistics companies are increasingly giving
priority to especially valuable resources of the company, namely
employees, their knowledge, skills and abilities. Thus, in order to
provide the company with personnel, great attention is paid to
personnel policy, because the introduction of digital technologies
dictates transformational changes in personnel needs and
requirements for specialists (Ryzhenko, 2018; Daschenko, 2020), in
particular:
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Table 4.2
Information technologies for managing the activities of logistics

companies in conditions of digitalization

Technologies Characteristic
This is the first generation of software and information products
developed to order or independently to perform clearly defined
functional tasks (for example, “Accounting”, “Warehouse”,
“Logistics”). They can be both local and network
Can be defined as an inherited generation. These are
technologies for creating and maintaining various information
resources in the Internet computer network. Modern Internet
technologies ensure the development and implementation of
corporate local and global systems (CIS). Design of intra-
corporate and communication resources, creation of virtual
departments and organizational units, expansion of commercial
opportunities of the enterprise and creation of new business
models of sales in e-commerce and PR in e-business
It is based on service-oriented architecture SOA (service-
oriented architecture). The concept of SOA, a modular approach
allows you to implement basic management functions and
functions of distributed delegation, substitutability of
components and software complexes to create comprehensive
user access to various enterprise databases. The modern level of
network technologies also involves the use of cloud
technologies. This is a convenient environment for storing and
processing information, which combines hardware, licensed
software, communication channels, as well as technical support
for users. Work in the “cloud space” is aimed at reducing costs
and increasing the efficiency of enterprises with partial
virtualization of general activities. A feature of cloud
technologies is that they are not tied to a hardware platform
geographical area, scalability and flexible location. The client
can work with cloud services from anywhere on the planet and
from any device that has access to the Internet, as well as
quickly respond to changing business tasks of the enterprise and
market needs
A software environment that simulates the human thinking
process by computer means. In recent years, these technologies
have been growing and being introduced into the business
environment hyperdynamically. They help to structure the
excessive accumulation of management information, using
BigDate knowledge bases, model genetic algorithms for non-
standard solving of complex problems by selecting and
combining variations of given parameters

Source: generalized and compiled on the basis (Daschenko, 2020; Martyniuk,
2020)

Information
production
technologies

Internet
technologies

Network
technologies

Technologies
of Artificial
Intelligence
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1) decrease in demand for professions related to the performance
of formalized repetitive operations;

2) reduction of the life cycle of professions in connection with the
rapid change of technologies;

3) transformation of competence profiles of some categories of
personnel (risk analysts, HR managers, marketers-analysts, contact
centre operators, etc.) in connection with a change in work tools;

4) emergence of new roles and professions;

5) increasing requirements for flexibility and adaptability of
personnel;

6) increasing the requirements for “soft skills” — possession of
social and emotional intelligence, that is, in general, those abilities
that distinguish a person from a machine;

7) growing demand for specialists with “digital dexterity” — the
ability and desire to use new technologies to improve business
results.

Effective implementation of digitalization in logistics enterprises
and its symbiosis with corporate culture allow employees to get the
desired results of their work faster. Thus, the digital culture emerging
in these companies is a certain code of conduct that gives employees
freedom of choice and coordinates their situational decision-making.
At the same time, it should be noted that the main secret of the
company's success is providing more freedom for employees. Where
everyone's authority is wider than the job description (Kalach, 2020).
Digitalization has a significant impact on the development of
corporate culture. Digital culture implies increasing the level of
digital skills of employees, literacy and the ability to use modern
technologies and software, taking into account all the opportunities
provided by information progress. It is worth noting that there is no
universal formula for the formation of digital culture (Filyppova,
2017). It is possible to highlight the main principles that influence
the formation of digital culture (Lazebnyk, Voitenko, 2020):

1) Customer orientation: the customer or user is at the centre of
all activities, employees put themselves in the customer's place when
developing products or services. Digital transformation, where
technology is implemented for its own sake, is doomed.

2) Value approach: prioritizing the development of products and
solutions based on value.
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3) Work on the basis of data: in a digital culture, the quality of
data and information is ensured, and decisions are made on the basis
of data.

4) Openness to radical changes (disruption): employees are open
to solutions that fundamentally change the usual business models.

5) TL approach (test and learn): boldness is encouraged, not
caution. In digital culture, people are encouraged to take risks,
analyse failures, and learn from mistakes.

6) Dynamics of decision-making: employees act and react
quickly; the emphasis is on action, not on planning. In the rapidly
changing digital world, planning and decision-making must move
from long-term to short-term.

7) In order to increase the dynamics, it is necessary to expand the
rights and opportunities for employees: employees should get
autonomy to make their own decisions.

8) Openness: communications between different levels in the
hierarchy are direct and honest. A very important point is the
transformation of “vertical” communication (by hierarchy — from top
to bottom) to “horizontal”, control — to delegation.

9) Collaboration: working in cross-functional teams, collaboration
is valued more than individual efforts. Success in a digital culture is
achieved through teamwork and information sharing between
departments, divisions and functions.

10) Formation of the ecosystem: the company develops together
with competitors, partners, other categories of stakeholders.

Conclusions

Today, companies are facing not a simple task, namely the
scaling of digital culture. Because with the development of digital
technologies, the traditional corporate culture is gradually
undergoing transformational changes, where a clear hierarchy and
instructions are replaced by the delegation of responsibilities
between employees, collaboration, openness and speed of decision-
making, which play an important role in shaping not only the modern
business, but also the employee. It should be noted that in the era of
digital technologies, corporate culture needs to be changed, in
particular, in order to remain relevant. For example, despite budget
challenges caused by the COVID-19 outbreak, global spending on
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digital transformation technologies and services grew by 10.4% to
$1.3 trillion in 2020, according to IDC. This is due to the fact that
most implemented large-scale projects are tools for a broader
business strategy.

So, the modern world, under the influence of the global crisis
caused by the COVID-19 pandemic, has changed and is leading to
the most significant consequences. Such transformations require new
skills and competencies, readiness to use fundamentally new
technologies. Of particular importance is the formation of a correct
awareness of the opportunities, threats and prospects for the
development of technologies in the future, which will allow not only
to use them effectively, but also to ensure conscious digital corporate
social responsibility in business and society.

Prospects for further research consist in the theoretical generalization
of approaches to defining the essence and content of the term
“corporate culture”.
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Abstract

In this paper, the relationship is determined between transformative travel
and the digital native travellers’ motives for travel. The purpose of the
research is to point out the impact of transformative travellers on
attraction management in the destination. Digital natives represent a
whole generation of young people raised in the digital era. Since
transformative tourism is a new age term, there is a connection between
them. In the first part of this research, we analyse up to date theoretical
contributions related to transformative travel. The second part of the
paper analyses impacts that the new generation of travellers (digital
natives) create in the global tourism market, changes in the conditions
and effects on the local population in the destination. This includes the
impact of digital natives and sustainability ambassadors as the dominant
groups of young travellers who alter the tourism industry, which requires
the creation of new business models and adaptation of offer providers in
the global market. The main goal of this paper is to analyse the
relationship between the habits of a digital tourist and transformative
offers in international tourism. The scientific contribution is in the
recommendations for adapting the tourism offer.
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1. INTRODUCTION
Main topics of this research are new travellers’ motives and

impacts of digital natives on transformations in tourism. Under the
influence of globalisation and development of new technologies, the
main travellers’ motivation has changed and deepened. Travel is no
longer mass or uneventful; on the contrary, a more detailed
involvement is required from service providers — personalisation, use
of mobile technologies and social networks, as well as accessibility.
The new generation of young travellers travel for reasons of a whole
range of in-depth psychological drivers which motivate them for
transformative travels. The purpose of the research is to define the
changes and new trends in transformative tourism in the last several
decades and to prove the impacts they have on attraction
management in the destination.

The aim of the research is to analyse the main transformative
travellers’ trends and discover how digital natives affect the tourism
product market, influenced by technology.

The research hypotheses are:

e H1 — Travellers are changing. A new generation of 21% century
travellers is being created, a generation that has a different
psychological profile, needs and motivations compared to the
travellers who travelled in the course of the last decades.

e H2 — New motives and needs of tourists (digital travellers) create
transformations in tourism at the global level, which partly affects
the tourism product offer.

The scientific methods used in the research are the collection of
secondary information sources, the deductive method, the method of
analysis and synthesis and the methods of comparison and
observation. The paper is in the form of a research review, due to the
awareness of an insufficiently researched topic within the national
framework.

2. TRANSFORMATIVE TRAVEL AND NEW TRAVELLERS’
MOTIVES - THEORETICAL POSTULATES

Transformative travel is a recently developed concept in modern
tourism and encompasses two dimensions — transformations and
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travels. Travel is considered to be a mean of transformation as it
“contains a vast majority of prerequisites which lead to individual
and social changes due to a higher personal awareness, empathy and
development of new values” (Kottler, 1998, 98). The real psychology
that stands behind the consumer behaviour studies the internal and
external psychological impacts on the perception of future travels
and on making decisions about them. They are: inclusion of ego,
dedication and commitment, making of family decisions and
influence of friends and relatives, as well as looking for novelties
(Ross, 1994).

In that context, transformation becomes a result of the integration
of experiential elements into travel. Ross (2010, 32) defines
transformative travel as “a sustainable travel on which a traveller
intentionally embarks with the purpose of creating pleasant
circumstances for the achievement of transformation of one or more
basic structures of his own character”. Upon their return home, some
individuals would continue to follow the principles of ecological and
sustainable development and, more importantly, to convey these new
values and attitudes to their family members and friends
(Richardson, Grose, Allum, 2016).

The process of transformation enables an individual to become
“someone else” on his travels, i.e. to experience a positive change in
his “attitude, behaviour, personality traits or some other basic
personal level” (Maslow, 1943, 1954 in McLeod 2007, Pine,
Gilmore 1999 in Gelter 2010, 48). Transformations that are made by
physical travel have become a complex social phenomenon (Lean,
2009). The most important groups of the new generation of travellers
do not include only young travellers, nor do they include travellers
who are being led by trends. The movement is wider and includes all
generations and types of travellers who, in the past several decades,
have been given an opportunity to use travel as a tool for self-
cognition. Pearce (2005) sees transformations in tourism through:
improvement of emotional and mental health through travel and
personal reflection, travel for re-evaluation of personal priorities,
physical health through active holiday, therapeutic travel, search for
a new career and passion, finding solutions for personal problems,
keeping distance from bad relationships, working on oneself,
regaining control, pilgrimages and more active and richer experience.

140



“Transformation is conditioned by a combination of effects and
consequences of going through a new experience, location and time
in which a traveller finds himself, as well as of his perception. In this
context, transformation and personal transformation become
synonyms” (Ross, 2010). Transformation is, therefore, considered as
“personal growth and developmental changes with potentially wide
social implications” (Merriam, Caffarella, 1999, Saunders, Laing,
Weiler, 2014).

Under the influence of the development of new technologies,
previous comparative advantages of destinations have been changing
— resources are no longer only natural, but also cultural and
traditional; they include infrastructure, accessibility and exclusivity
(Ross, Hur, Hoffman, 2019, Tomljenovi¢, Ateljevié, 2017, Coccosis,
Tsartas, Gkrimpa, 2010, Soulard et. al. 2021). The optimal
transformation of an individual is the one that continues also in their
places of residence. The application of technology is crucial
especially for digital nomads who want fast feedback. Today's
important information are such as respect for sustainability principles
and encouragement of the positive behaviour among other travellers,
which improves the business models, marketing and conservation of
the protected areas (Wolf, Ainsworth, Crowley, 2017).

The knowledge so far (Skift Megatrend, 2018) reveals that the
idea of transformative travel extends to all segments of the tourism
industry. Skift Megatrends (2018) research identified growing
stimulating trends among travellers, where 52% of surveyed
travellers confirmed that, with the passage of time, they pay
increased attention to transformative travel.

The type of travellers who practice transformative travel after the
primary motivation for travel (Amadeus “Future Traveller Tribes
2020”) has been fulfilled, can be divided into the following groups:
Active seniors (between 50 and 75 years of age), Global clans
(bonding with family/relatives), Cosmopolitan travellers (suitable
location, easy booking and fast check-ins), Global managers (senior
managers, used to top, luxurious experiences).

Based on the chronological review of up to date theoretical and
practical knowledge related to the analysed problem area, we can
conclude that a combination of connection, authenticity and
personalisation defines how important is the act of travel in a
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travellers’ life. On the basis of the conducted analysis of current
theoretical knowledge and world agencies’ research on trends in
travel, it is concluded that travel changes the ways in which people
perceive the world around them. They still prefer staying in local
communities and using public transport, by penetrating into the
cultural customs of the environment, but with a versatile spectrum of
“live” technology experiences that are also thoroughly and
essentially changing.

3. DIGITAL NATIVES

Further in the text, the Digital native market features are
described, as well as the adaptation of the offer and the possibility
the synergy of transformative travellers (even those predominantly
digital) with the local communities.

3.1. MARKET FEATURES

With the emergence of Web 2.0, the so-called Digital natives also
appear, predominantly the Z generation, but also the millennials, i.e.
the Y generation, who have grown up in the digital era (Kamboj,
Sharma, 2016). Their attention is maximally directed towards visual
media, such as pictures and video recordings. They may be digital
nomads but they are not necessarily. While the natives are young
people who can work in the office without traveling, digital nomads
are different ages, move and work around the world. Still, digital
natives cover most of the digital travel market (Statista). This market
segment is just an intermediate step though towards even more
flexible structures (Winkelhake, 2017). Creative tourism is one of the
most in-demand tourist attractions by digital natives (Astor et. al.,
2021). Both groups are not easily impressed (...) and will mean big
changes for higher education, cities, employers, and for institutions
and organizations of every kind (Mohler, 2010).

The digital travellers’ characteristics will have a powerful impact
on the tourism industry and market, and they will considerably affect
the future of the sector and the developmental strategies of the tourist
companies, which wish to successfully survive the market
(PeclersParis, 2021). As a result, the techniques of traveller
segmentation in transformative travel had already changed in 2020
and, in 2021, the accent is on the high level of personalisation in one
part of them. However, a future trend is emerging — personalisation
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potentially may get in the way of a travellers’ experience.

In the new generation of travellers, permanent interaction in the
digital environment stimulates their expectations. The answer to an
enquiry must be instantaneous, without delay, as they are
accustomed to immediate information in the palm of their hand and
have extremely high standards regarding the speed of the reply.
Without the innovation of certain segments of business operations, or
adjustment of the entire business model, tourist companies will not
be able to maintain their competition in the global market in the
future.

Digital natives differ from digital immigrants, i.e. they are
individuals who have not grown with technology, but who learned
how to use it throughout their adult age. It is equally important,
research-wise, to follow them so that tourism companies can better
adapt considering their needs.

3.2. ADAPTATION OF TOURISM OFFER

According to Skavronskaya, L. et. (2019) tourism is a network of
key elements in the creation of a mental vision of the future
destination (from destination vision to transformative experience).
The network of elements in the creation of a mental vision of future
travel shows that it is crucial to understand human needs in
interaction with other factors, such as motivation and expectations.
Following a trip, travellers retrospectively form memory of the
experience from which they create a new future vision which again,
circularly, affects their further motivation and actions. To achieve
positive user-generated content, companies must create an extremely
high-level offer and ensure fulfilment of needs of almost every guest
to the maximum. Failing to do so might result in negative reviews
and decreased number of guests.

The last two decades have brought many achievements for the
tourism industry. Convincingly most significant are those relating to
the contribution of tourism to sustainable development and reduction
of poverty at the global level. There is an increasing need for a
holistic approach in the industry, especially within the context of an
individual’s lifestyle, not only in travel, but also generally speaking.
Tour operators develop the product of experiences on travel, directed
to personal health and wellbeing of an individual as a tourist,
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according to new trends. Hereinafter, a review follows of new trends
in tourism that create transformation, i.e. analysis of global,
demographic and market trends. Digital natives look for personalised
service by using intuitive search tools according to their travel tastes
and styles. In this way, tour operators and agencies assume an
advisory role and, to stay in the market, they have to present new and
original offers for travel, focused on events and experiences.
Physical sale points and offices are becoming less important, while
smart mobile technologies facilitate keeping in close touch with
travellers (Su¢i¢ Cevra, Grzini¢, 2020). As a new generation of
consumers, digital natives focus their attention on individual needs
and the community to which they travel (Bajramovi¢ Hajdarovié,
2021).

The use of mobile technologies is one of the key trends for the
development of the tourism industry in the future. Technology users
want to be able to book, change and check their travel data at any
time on the Internet or by means of their mobile phones. The
technological tools which will be devised in order to meet the
demand are those that assist identity management, in other words,
they make life easier, find the best price, widen the contact networks,
communicate in real time, help to get by easier and ensure “an
augmented reality” for the purposes of attracting arrivals to the
destination (Table 4.3). The collaborative economy has brought us:
the system of product offer in the form of services, the allocation
market and the common lifestyle (Bremner, 2013). People with
similar needs or interests share and exchange goods, such as time,
space, skills and money. Peer-to-peer companies use three elements
that can determine the success of the system: people, processes and
technology (Suryono, Purwandari, Budi, 2019). The market
flourished between the years 2008 and 2010, following a big
financial crisis. Although it is relatively early to form final
conclusions, there are implications that this system is not just a trend,
but that it would, in the long term, lead to the prevention of an
excessive use of resources and unnecessary consumption.

In the future, tourist companies must develop data distribution
networks to create digital advantages for travellers. Tour operators
and agencies should exchange the tourist service providers’ identities
for those of the partners and advisors who facilitate access to
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different travel options and create a possibility of information
provision at any time.

Table 4.3
Technology influence on tourism demand
Technology Recommendation for
development . .
- Demand trends tourist service
and Digital ]
. providers
natives
The needs for the creation | To position oneself in
Identity of one’s own identity the market as unique
management (websites and social “tourist partners”.
networks).
Constant access to Offer online advisors,
Making life Internet and 24-hour available 24 hours a day,
easier availability. with a web personal

space for customers.

Finding the best
price

Last-minute bookings,
travel outside the high
season and purchase of
low budget tickets.

Provide competitive
offers in real time.

Social media play an

Create links with social

Widening of extremely big role networks and enable
contact (changed the media, Internet users to create
networks service, communication contents on the

and advertising market companies’ websites.

areas).

Create links with social

Messengers, forums and networks and enable

Real time other information Internet users to create

communication

transfers like Flickr for
photographs, Facebook
for friends, LinkedIn for
professional contacts, etc.

contents on the
companies’ websites,
Impression of social
contact and online
experience.

Partnership with
the community

Barcodes, QR codes, tags
and similar offers.

Create partnerships for
marked routes on trips.

Augmented
reality

Smartphone applications.

Create partnerships and
enable travellers to
access information.

Source: preparation and conclusions by the author according to Amadeus

(2021)

145



3.3. SYNERGY BETWEEN DIGITAL TRAVELLERS AND
LOCAL POPULATION

Until recently, the number of travellers who wished to go through
authentic experiences was in a minority, which conditioned the local
hosts to “sell” their culture and environment. As the number of
mindful travellers has been increasing, the hosts have been accepted
in the travel experience and take part in the creation of a new
transformative movement. Reisinger (2015) sees transformative
tourism as a change of thinking and behaviour in travel and tourism
through the creation of ideas and values together with the local hosts.
Therewith, he confirms the current knowledge related to the
importance of linking travellers and the local population in the
realisation of those aims. Creation of a complementary relationship
between the new generation of travellers and the local population
leads to a greater understanding and respect. Transformative travel
leads to long-term advantages for both the local population and
travellers, as is proven by the Lyons and Wearing’s (2008) and
Palacios (2018) in a study case of transformation as a prerequisite for
the creation of the synergy between travellers and the local
population (Table 4.4).

Table 4.4

Tourism transformation in destinations

Transformation Level of partnership
typology (travellers and local population)

Transformations | Cultural routes (virtual/real),
as a cultural volunteer tourism.
exchange
Formation of a Reccomendations about destinations,
relationship entertainment, safety measures, local customs.
Personal Emotional and mental health, sustainability,
improvement preferred plans and experiences.

Source: authors’ adapted according to Lyons, Wearing’s (2008), Palacios
(2018)

Digital natives will be obsessed by the virtual world but will also
create impressions based on experiences in local communities.

Transformative travel enables individuals to enhance their
emotional and mental health, re-evaluate their personal priorities,
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improve their physical health through active holidays, therapeutical
travel, look for new passions, find solutions to their personal
problems, distance themselves from bad relationships and regain
control. New trends are created through the offer of virtual routes,
volunteer tourism, internet kiosks, digital maps.

CONCLUSION

Today’s digital travellers travel with a vision of their next travel,
created in advance, on the grounds of which they make their
decisions. Their motivators are no longer only a visit to the town,
family, a business trip or a simple holiday, but they are deepening
themselves, creating a delicate relationship between external and
internal factors which affect the decision on travel. In this research, it
has been proven that digital natives have encouraged changes in
tourism offer. Future research of this problem area should be focused
on the development of virtual travel by tourism stakeholders (tour
operators, tourism offices, IT companies and others) and the
relationship between the achievement of wvisitors’ personal
transformation by application of new technological strategies and
business models.
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Abstract

Prior to China’s entry, foreign logistics participations were regulated in
most logistics sectors. Chinese logistics industry had been divided into
sub-sectors where logistics activities were strictly regulated. After entry
to the WTO, China has committed to a deadline to open its logistics
markets. The priority accorded to industry stunted services development
— particularly in productivity terms — while the emphasis on physical
investment constrained investment in human capital (Bosworth and
Collins 2008).

Keywords: value chains, logistics market, partnership, value,
developed countries, labour.

Introduction

In addition, China is expected to upgrade its technological
capabilities by fostering a learning and research environment that
encourages new ideas and lateral thinking and gradually making the
pursuit of innovation more sensitive to market signals, with the
government playing a more facilitating role (Schellekens, 2012a).
Even if the United States remains a key player in world commodity
markets, China has come to occupy a major position as well
(Roache, 2012). Among the latter, metals and minerals might be
more significantly affected by the slowdown in investment, even if
continued residential construction demand, as well as demand for
durable goods such as automobiles, limits some of that slowdown
(Yu, 2011). In the absence of suitable institutions and policies, there
is a risk that the pattern of specialization into commodities can result
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in negative side effects (Brahmbhatt & Canuto, 2010).

The driving forces of growth of logistics market in developed
countries

These include the prospect of real exchange rate appreciation that
may render the manufacturing sector uncompetitive, the risk of
becoming trapped in low-value structures that limit the scope for
vertical or horizontal links, and the possibility of heightened
volatility due to commodity price fluctuations (Chandra, Lin, &
Wang, 2012; IMF, 2011; De Cavalcanti, Mohaddes & Raissi, 2012).
It is becoming increasingly evident that China has passed the Lewis
turning point, where it is no longer possible to tap into a surplus pool
of low-wage labor without raising wages (Lewis, 1954).

Capital-labor substitution

Thus, the fear is that China, being a vast country of multiple
regions with varying endowments, is not only acquiring new
comparative advantages, but also keeping its existing ones, whereby
China would straddle the full span of technologies and labor
intensities (Yusuf & Nabeshima, 2010). A further complication
arises with respect to the collective ability of other countries to
absorb the out-migration of manufacturing activities if it were to
occur in full force. It may well be that China’s specific development
path provided the world with a unique and one-off opportunity to
productively tap into vast pools of surplus labor (Chandra, Lin &
Wang, 2012). The slow process of industrialization in Africa is used
as an example by Chandra, Lin, and Wang (2012) and the literature
is replete with country case studies on the question of whether China
has crowded out domestic manufacturing industries through
competitive pressure in home and international markets
(Eichengreen, Rhee & Tong, 2004; Yusuf & Nabeshima, 2009;
Arbach, 2011).

It may also lead to a healthy competition in policy frameworks
among similarly endowed economies to ensure that business
environments are conducive to and fully support private sector
entrepreneurship and innovation (Schellekens, 2011; World Bank,
2011). They will be the ones that are able to sharpen their current
comparative advantages and diversify sustainably into specialized
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niches of highend goods and services. Including the information
flow, logistics includes a range of extensive activity which contains
transformation and distribution from raw material source of goods to
end market in which the goods are consumed (Rodrigue, 2012).
According to the definition of Council of Supply Chain. From this
aspect, logistics system is a topic related with organization of
domestically movement and distribution of needful infrastructure and
various flows (material, finance, informational, etc.) in a country
(Navickas et al., 2011). While institutional infrastructure investments
has currently remained not enough for load distribution, instead of
this it is necessary that the investments should be made in a broader
frame which includes logistics support activities (Rodrigue, 2012).

When the literature is analyzed, it is pointed out that a great
majority of the studies analyzed China origin. Mody and Wang
(1997) studied various determinants of economic growth using the
data were collected from 23 industry sectors which are located in
seven coastal regions of China for a period between 1985 and 1989.
It was discovered in that study that development in transportation
and telecommunication facilities was leading of the growth.
Demurger (2001) researched relation between infrastructure
investments and economic growth for 24 provinces in China. In this
study which contains years between 1985 and 1998, it is found that
investments on transportation and telecommunication have positive
significant impact on economic growth. Chu (2010) studied relation
between logistics and economic growth in 30 provinces of China for
a period between 1998 and 2007.

However, the contribution of logistic investments for growth is
higher for interior undeveloped provinces in comparison to coastal
provinces. Wang (2010) analyzed the effect of logistics activities on
regional economic growth for Anhui province in China. Cheng et al.
(2010) investigated the effect of logistics sector on economic growth
for Henan region in China in a period between 1978 and 2008, and
they found that logistics sector has a significant role on economic
growth. In Yuan and Kuang’s (2010) study, the effect of
developments in logistics sector on economic growth was studied for
central, east, and west regions of China. Hu et al. (2012) analyzed the
relation between logistics infrastructure investments and regional
economic growth for the central China region. Banerjee et al. (2012)
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studied the access of transportation network’s impact on economic
growth for various regions of China in a period between 1995 and
2010.

Value Stream solutions should focus on three areas

A value chain is comprised of the series of events surrounding the
development, production, and delivery of a good or service desired
by targeted consumers (EFFP, 2004; Dunne, 2001). This is achieved
by ensuring that goods gain consumer-recognized value as they
move through each step of the chain. The need to react more
effectively to consumer demands than traditional approaches allow
has come from the enormous changes that have occurred in the
international trade of agricultural and food products, consumer tastes,
and advances in production, transport and other supply chain
technologies (Felfel, 2007). These changes have led to market
fragmentation and a reduction in the competitiveness of many
commodity-oriented organizations. They have also led to
competitiveness increasingly being a function of business, rather
than industry-related capabilities (Bonney et al, 2007; Dunne, 2001;
Newton, 2000). As the ability to adapt stems largely from the
existence of strategic relationships between complementary teams
and businesses (Cohen & Levinthal, 1990), more effectively
managing the value chain than traditional management approaches
allow is becoming widely accepted as a strategic response businesses
can use to increase their competitiveness (Bonney et al, 2007;
Gooch, 2005; Dunne, 2001). Falling into the categories of “know
why” and “know how”, the key requirements for such a strategic
coalition include shared vision and strategy, mutual respect,
leadership, compatible culture, collaboration, commitment, win-win
orientation, and mindsets suited to formalizing a business structure
oriented toward maintaining strong relationships and creating value
for consumers (Gooch, 2005; Min et al., 2005).

Particularly as changing individuals’ behaviour and attitudes
towards business practices, company policies, corporate values,
production processes and relationships between partners it is a
difficult and challenging process (Whipple & Frankel, 2000). Later
sections detail factors that have been found to impede attempts to
encourage individuals’ to adopt the attitudes and behaviours
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necessary for embracing VCM approaches. The traditional definition
of supply chain management is a situation where businesses focus on
increasing the efficiency with which they utilise their current
resources (Spekman et al, 1998; Tummala et al., 2006; Kannegiesser
et al. 2008).

It is a process that may require the investment of considerable
resources. It may also invoke significant risks if resistance to change
is not managed correctly (Stuart & McCutcheon, 2000). Tummala
et al. (2006) say that the risks posed by dissenting individuals who
do not believe in the need for collaborative relationships can be most
effectively handled by proactively addressing the concerns of each
areas of business, those that will be most directly affected by any
change in management approach. Otherwise, the partners will be
unable to develop innovative solutions to problems that may have
prevented them from exploiting market opportunities. Cohen and
Levinthal (1990) showed that organizations must have considerable
absorption capacity in order to recognize the value of internal and
external information, assimilate it into meaningful packages, and
apply it to commercial ends. Which provide businesses with the
opportunity to simultaneously decrease costs and increase revenue
(Tummala et al., 2006). A successful value chain will most likely
have an ICT system that provides both transactional and analytical
capabilities. Strategically managing material flows to reduce
inventories, receive market signals sooner, and enables the cause of
quality issues to be determined then addressed quickly and
accurately. Performance measures should be objective-based,
specific, measurable, and evaluated at regular intervals. They also
need to be enforced (Tummala et al., 2006). Having in depth
knowledge of consumer attitudes and drivers of behaviour also
allows businesses to have greater influence over retailers’ decisions,
thereby balancing power in the chain (Marston, 2008). It also
Consumer research can be performed within the chain, if the
appropriate resources are available, or by an external partner. In
fact, many industry policies and associated legislation have the
potentially to severely limit the competitiveness of individual
businesses (Mason, 2009; McDermott et al, 2008; Harris & Rae,
2004; Scrimgeour & Sheppard, 1998).

An unintended consequence of reactive versus proactive policies
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and regulations is the extent to which they motivate businesses to
strengthen their competitiveness through embracing nontraditional
means to adapt to a changing commercial environment (McDermott
et al, 2008; Dunne, 2001). Outcomes of policy and legislation that
have the greatest impact on behavior and competitiveness are those
that influence the shaping of industry structure. A number of
structural factors can severely impact the formation and management
of closely-aligned value chains and, therefore, the competitiveness of
agri-food businesses situated along the entire value chain (Mason,
2009; McDermott et al, 2008; Harris & Rae, 2004; Scrimgeour &
Sheppard, 1998). Industry structure relates to physical as well as
regulatory (legislated) characteristics that exist within the
environment in which businesses conduct commercial operations.

As a general rule, the fewer organizations that directly influence
the commercial decisions of businesses’ operations, the more
conducive the environment will be for enabling and motivating
marketfocused innovation (McDermott et al, 2008; Tamilia &
Charlebois, 2007; Harris & Rae, 2004; Scrimgeour & Sheppard,
1998). A commonly cited impact of regulated marketing is the extent
to which it creates an industry structure that limits the motivation of
the wider industry, and inhibits the ability of more progressive
stakeholders, to capture greater value from the end market
(McDermott et al, 2008; Harris & Rae, 2004; Scrimgeour &
Sheppard, 1998). Marketing boards have been criticized for
hampering product and process innovation (Tamilia & Charlebois,
2007; Scrimgeour & Sheppard, 1998). They have even been termed
“agriculture’s albatross” (Kerr, 1996) through their role in limiting
competitiveness by encouraging the production of “largely
unimaginative, undifferentiated products, with a small number of
high-ends goods competing with small amounts of high-end foods
allowed to be imported at relatively steep price” (Hart, 2005, p. 7).
However, the legislation by which many market boards operate
actually inhibits their being operated as a commercial entity. It can
also restrict the ability and motivation of the commercial
stakeholders they represent to innovate in relation to market demands
(Scrimgeour & Sheppard, 1998). It can also discourage, or even
prevent, the same sectors from working closely with the overall
chain to improve their competitiveness through continually
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improving their effectiveness and efficiency (Curry, 2002; Kerr,
1996). However, more often than not, marketing boards have
historically played a limited role in the development of agriculture
and agri-food competitiveness (Tamilia & Charlebois, 2007; Hart,
2005; Scrimgeour & Sheppard, 1998).

For instance, it has been stated that the structure of the United
Kingdom’s grain industry enables commercial stakeholders to
innovate at least five times faster than the Canadian industry (Beard,
2008). Non-harmonized provincial policies and standards can have
an equally detrimental effect on businesses and industry
competitiveness (Tamilia & Charlebois, 2007). The ability to
successfully develop and manage closely-aligned value chains is the
combined effect that policy, regulation and industry structure has on
industry culture (McDermott et al, 2008; Tamilia & Charlebois,
2007, EFFP, 2004; Curry, 2002). The characteristics of an
unfavorable culture are mistrust, lack of mutual respect, commodity-
orientation, more focused on reacting to competitors' behaviour than
proactively adapting to consumers' demands, discounting the
possibility of win-win outcomes while striving to remain staunchly
independent, lack or absence of communications, lacking or failure
to fully utilize information technology, and no or little strategic
planning. Mindsets are networks of ideas and assumptions based on
prior experience and observations (Moon, 2004), and directly
influence the willingness of individuals to entertain new ideas and
concepts (Senge, Dow, Neath, 2006).

Failure to address any these factors will lead to individuals being
risk averse and not being fully committed to the value chain
(Marston, 2008; Bonney et al, 2007). Having the correct incentives
in place is a crucial factor in determining the success of any value
chain initiative (Beard, 2008; Marston, 2008). Further, if individuals
are not able to be rewarded at a level that directly correlates to the
value that they contribute to the chain from the consumers’
perspective, it is likely that the chain’s most valuable participants
will choose to do business elsewhere (Marston, 2008; Stuart &
McCutcheon, 2000). A highly-functioning value chain is able to
generate profits based on developing, producing and communicating
consumers-recognized value (Beard, 2008; Marston, 2008). Focusing
on productivity, particularly at the farm level, without giving due
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attention to the overall value chain will negatively impact
competitiveness. However, this is exactly the approach that much of
agriculture has historically followed (McDermott et al, 2008; Beard,
2008; Hart, 2005; EFFP, 2004; Curry, 2002). This is particularly so
as many current agricultural and agri-food industry policies,
legislation and structures are not conducive to encouraging managers
and businesses to more effectively adapt to rapidly changing
business environments (Mason, 2009; McDermott et al, 2008;
Tamilia & Charlebois, 2007; Harris & Rae, 2004; Hart, 2005; Curry,
2002). Since logistics advanced from 1950s, there were numerous
researches focused on this area in different applications. Due to the
trend of nationalisation and globalisation in recent decades, the
importance of logistics management has been growing in various
areas.

Conclusions

The West’s View of China Given China’s reliance on exports and
particularly exports to the West, the way Chinese firms and their
products are perceived by the West determines to a great extent how
these firms can use their being Chinese as part of their international
Reputation. Therefore, the COO will also affect the ability of firms
to build an international reputation. In the case of China, one of the
biggest challenges for Chinese firms is to overcome their low
cost/quality image, which often is attributed to products originating
from developing nations. But what is more of an issue from a
reputation management perspective is that all of this controversy
around China could create a negative predisposition among Western
consumers, making it so much harder for Chinese firms to build solid
international reputations.
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Abstract

Ensuring food security in the country and the world depends on the
economic results of agricultural enterprises. The study analyzed the
volumes of activity, costs and profits of agricultural enterprises of
Ukraine. Factors influencing the formation of positive economic results
of agricultural enterprises of Ukraine are determined. It was established
that during the research period, agricultural enterprises of Ukraine had
positive dynamics of economic activity, which ensured food security.

Keywords: production volume, production costs, turnover, profit, food
security.

Introduction

Agricultural enterprises in Ukraine exert a direct influence on
ensuring food security not only in the country, but also in the world.
Formation of the resource potential of agricultural enterprises is
carried out under the influence of external and internal environment.
Due to the effective formation and use of resource potential,
agricultural enterprises carry out their own economic activities,
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satisfying the needs of various consumers in agricultural products.
The resource potential of agricultural enterprises is formed at the
expense of their own sources and attracts from outside. The vast
majority of resources are our own — land, agricultural machinery,
buildings and structures, seed material and animals, personnel,
production technologies, etc. Consumers of products of agricultural
enterprises are the population, industrial enterprises and various
intermediaries. Economic indicators evidence the results of economic
activity of agricultural enterprises. The economic results of
agricultural enterprises depend on the cultivation of grain crops and
the livestock sector. The plant complex of agricultural enterprises of
Ukraine influenced by the factor of seasonality, quality of seed
material, technologies of soil cultivation and crop cultivation. A
significant part of the agricultural products of the crop production
complex of agricultural enterprises has export potential and is sold
abroad. The livestock complex of agricultural enterprises of Ukraine
is more focused on raising animals that bring more profit, and the
volume of sales is focused on the domestic market and export. In
general, ensuring a stable volume of activity of agricultural
enterprises of Ukraine and obtaining positive economic results
directly affects the formation of the country’s food security — the
saturation of the domestic market with agricultural products and raw
materials, as well as world food security — the development of the
export potential of the agricultural market. The purpose of the study
is to assess the economic results of agricultural enterprises of
Ukraine and the impact on food security. The research hypothesis is
the statement that the positive dynamics of the economic results of
agricultural enterprises ensures food security.

Materials and Methods

The research used data from the State Statistics Service of
Ukraine on the economic results of agricultural enterprises. The
research period covers 5 years (2016-2020). The research used
methods of economic analysis.

Results and Discussion
The functioning of agricultural enterprises in Ukraine is
characterized by the variability of the external environment and the
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influence of a significant number of internal factors. During the
period 2016-2020, the number of agricultural enterprises in Ukraine
decreased (Figure 5.1). The negative dynamics of the decrease in
number of agricultural enterprises has been observed since 2018. In
2020 compared to 2018, number of agricultural enterprises in
Ukraine decreased by 3,225 farms or by 4.2%; compared to 2019 —
by 2082 farms or by 2.8%, respectively. This trend is due to the
transformation of the organizational-legal forms of ownership of
agricultural enterprises (Bezpartochnyi et al., 2019), the unification
of small agrarian formations and the creation of large agrarian
holdings.
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76000 75450
75000 74620
74000
73368
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71000

2016 2017 2018 2019 2020

Figure 5.1 Number of agricultural enterprises in Ukraine, 2016-

2020
Source: created by author based on State Statistics Service of Ukraine

Production value of agricultural enterprises in Ukraine increased
by 43% during the studied period (Figure 5.2). The increase in
production of agricultural products is due to favorable conditions for
agricultural production, effective formation and use of resource
potential, and the introduction of modern agricultural production
technologies (Bezpartochna & Britchenko, (2020).
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Figure 5.2 Production value of agricultural enterprises in

Ukraine, 2016-2020, billions UAH
Source: created by author based on State Statistics Service of Ukraine

Costs affect the efficiency of production of agricultural
enterprises in Ukraine (Figure 5.3). The assessment of the dynamics
of agricultural production costs shows that agricultural enterprises in
Ukraine effectively form and optimize the relevant cost elements.

In 2020, the largest specific weight in the structure of production
costs of agricultural enterprises in Ukraine is material costs and cost
of services used in production — 75.7% (Figure 5.4).

Turnover of agricultural enterprises in Ukraine increased by
50.5% during the studied period (Figure 5.5). The increase in
turnover of agricultural products is due to favorable conditions for
the development of exports and the external environment of
agricultural products markets in the world (Bezpartochna et al.,
2020). It should be noted that the price factor has a direct impact on
turnover of agricultural enterprises in Ukraine. This is evidenced by
the production value (Figure 5.2), which exceeds turnover. That is,
there are changes in pricing in the domestic market of agricultural
products, in particular, state regulation of prices and market
regulation according to the supply and demand.
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Figure 5.3 Cost of production of agricultural enterprises in

Ukraine, 2016-2020, billions UAH
Source: created by author based on State Statistics Service of Ukraine
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Figure 5.4 Structure of production costs of agricultural

enterprises in Ukraine, 2020, %
Source: created by author based on State Statistics Service of Ukraine
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Figure 5.5 Turnover of agricultural enterprises in Ukraine, 2016-

2020, billions UAH
Source: created by author based on State Statistics Service of Ukraine

On the foreign market of agricultural products, prices are always
higher, however, agricultural enterprises, due to fluctuations in the
exchange rate in Ukraine, may underachieve a profit (Bezpartochnyi
et al., 2021).

Gross operating surplus of agricultural enterprises in Ukraine
depends on operating income and expenses (Figure 5.6). During the
period 2016-2019, it decreased (by 7.4%). In 2020, due to the
increase in prices for agricultural products in the country and in the
world, gross operating surplus of agricultural enterprises in Ukraine
increased by 39% compared to 2019.

Profit before taxation of agricultural enterprises in Ukraine
depends on other income and expenses (Figure 5.7). During the
studied period, the indicator fluctuated, which was affected by such
indicators as costs for renting land, payments for leasing agricultural
equipment and interest payments to commercial banks on loans
issued, etc. The highest level of profit before taxation of agricultural
enterprises in Ukraine was achieved in 2019, and the lowest in 2017.
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Figure 5.6 Gross operating surplus of agricultural enterprises in
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Source: created by author based on State Statistics Service of Ukraine

140,0
116,6
120,0 ! 108.6
103,9 :
100,0 89,9 94,4
80,0
60,0
40,0
20,0
0,0
2016 2017 2018 2019 2020

Figure 5.7 Profit before taxation of agricultural enterprises in
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Source: created by author based on State Statistics Service of Ukraine
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The taxation system of agricultural enterprises in Ukraine
facilitates the conduct of economic activity, as entities can choose
different taxation systems, depending on the volume of activity and
the number of people employees.

Conclusions

The conducted studies of economic results of agricultural
enterprises of Ukraine in the context of food security allow us to
draw the following conclusions:

1) Despite the reduction in number of agricultural enterprises in
Ukraine, the production volume and turnover has growth
dynamics.

2) Agricultural enterprises in Ukraine effectively form their
own resource potential and production costs.

3) Favorable conjuncture in the domestic and foreign markets
of agricultural products contribute to the growth of turnover
and the development of export potential.

4) The pricing system of agricultural products is influenced by
state regulation and the conjuncture of foreign markets.

5) The formation of final economic results of agricultural
enterprises in Ukraine is influenced by operating income and
costs, other income and costs. Agricultural enterprises in
Ukraine work profitably and can freely choose the taxation
system.

In general, the positive dynamics of economic results of
agricultural enterprises in Ukraine have a positive effect on food
security both in the country — the saturation of the domestic market
with agricultural products, and the external market — the
development of export potential.
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1. Introduction

There are so many entrepreneurial people in the world and they
embody this trait in their own way. Many young entrepreneur leaders
in the field of technical and technological sciences complete their
studies in high educational institutions and look for possibilities to
start their own personal commercial activity. In some cases, can be
even accepted Yitshaki and Kropp (2016) arguments, that passion
rather than money is primary desire for some of them. Recently
competition in technical service market is really high enough. The
methods of starting a business presented are also quite numerous, but
the field of technical services is disadvantaged in this respect. So,
how enterprising leader can penetrate the today’s enough complete
technical service market? This question is relevant not only for every
business initiator of such activity, but sometimes even for innovative
business leaders’ professionals in any competitive market country.
Technical service refers as preparing relevant technical instructions,
technical cooperation and technical trainings for the engineering
design, any equipment supervision, repairing and installation, also
debugging, acceptance, test, running and maintenance.

However, how need to start, how to choose better strategy, which
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would be the most suitable for this specific activity of technical
service, what the first actions need to execute? These questions are
not fully answered in detail yet, and such circumstances are regarded
as a problem of the paper. Solution of this problem would help not
only for entrepreneur leaders, but also for many of technical service
business companies to behave more boldly in the competitive
struggle and achieve possible better results. Scientific and special
literature contains much information about the new product
penetration strategies, but most of the research is purely theoretical,
is not linked to practical possibilities, these issues are discussed in a
fragmentary, information is usually scattered, unjustified and is not
explained content and consistency of the procedures required to
perform, even though such information is relevant and necessary not
only for business incumbents, but also for pioneers of the technical
service business. Only Drejeris, Drejeriené (2017) presented the
research about market penetration, but their study is aimed
exclusively at the penetration of maintenance services, and the model
they provide cannot be applied to all technical services with a much
larger range listed. Knowledge about mature market penetration is
especially relevant for smaller and intending to expand businesses,
but also even more for the leaders and initiators of their own
business. The aim of the research is to propose procedural model of
the market penetration actions, customized for technical service
providers.

In order to create the model a lot of scientific information on
issues of market penetration is analysed with a purpose to find
solution of penetration. Keywords as “penetration”, “market”,
“mature market”, “technical service”, “complete market and even
“service customers’ satisfaction” were used. Then information was
systematized according themes of product and services penetration
actions. The lack of a research addressed for the especially technical
service field encouraged investigation of possibilities to use product
penetration actions in the technical service sector. It means that
results have to be structured according their possibilities to be used
in service business and even more precisely synthesized for
determining the sequence of actions after its assessment by logic,
feasibility, business integrity approach and possibilities to adapt for
technical service sector. Moreover, in order to ascertain the
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suitability of the model, which is submitted in the paper,
guestionnaire survey of the consumers was carried out under
determined components of the model and analysis of information,
which was found in the different websites, was analyzed, and
conclusions are based on these mentioned data. Creation process of
theoretical model was followed by applying of practical action. This
research methodology has been marked with success: created model
was suitable for real business conditions.

So, the object of the current research is process of market
penetration. The study analyzed technical services of computing
companies. These services usually include installation of computers
and software, network maintenance during computer exploitation,
repairing of computers also. There may be additionally services of
such activity: consulting, personnel training, maintenance an
electrical supply networks.

2. Analysis requirements for the model of penetration into
mature technical service market

Penetration strategy really differentiates by some aspects in the
classical marketing literature: according to the nature of the markets,
according to the speed of penetration, according to the product's
innovativeness degree. For example, Freeman (2010) discuss about
strategy questions and cites Ansoff, also Nevzorova, Karakaya
(2020) claiming that the services penetration into mature market has
to be deeper, through more aggressive marketing techniques.
Necessary is customers’ impact try to express by the increasing a
frequency of purchases, and making greater efforts to attract the
customers. Furthermore, also possible to search product sales
opportunities in some new markets, or to choose a consumer segment
that has not yet decided the desired service provider. In many
considered to be as a classical literatures distinguished slow
penetration into the market (at a high price and low support
expenses) and the rapid penetration (low price and high support
expenses) and offered different methods for implementation global
innovations and only little modified new products (Cho et al, 2009;
Drejeris, Drejeriene, 2019). This means that the model should be
flexible, e.g. applying would enable evaluate a variety of business
situations.
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Meyer, Yen Thi Thu Tran (2006) emphasized that penetration
techniques depends on the country’s culture and traditions. That view
can certainly be accepted. It means that it is important to investigate
both the consumer culture specific aspects and some cultural traits of
service providers. Results of this study should reflect also in the
model of penetration into the technical service market. A goods and
services market situation is similar as a whole in sport. In order to
win, always need to achieve the best results (DiRenzo et. Al, 2016).
This means the need to defeat the leader of the market, or to achieve
the results although similar to a market leadership in service quality.

So, as mentioned above, the first steps for finding a niche in an
existing market, should be clearly directed into identification of the
market participants. It means understand the market specifics and
features. A deeper understanding of these issues may completely
discourage commercial activity. These procedures need to execute in
order of assessing the possibilities to better meet the needs of
existing users. Understanding the market is very important criteria
the company understanding to its customer and its competitors gives
the company the best way to attract customers and provide a
competitive service and having a bigger share of the market,
understanding the market will allow the company to know what are
the services the customers are lack of and if the competitors are able
to provide it or not which will give the company the opportunity to
be unigue in the market. The purpose of getting to know the market
is trying to understand whether the planned activity is suitable for the
personality, because, for example, starting a commercial activity will
require spending much more time and other expenditure in this
activity, perhaps even all the time left from the time for meeting
physiological needs.

These issues will continue to be examined, provided that the
market situation does not discourage wish for commercial activity. If
the situation proves to be repulsive or inappropriate, then the
investigation is terminated.

So, Results from the study about the market participants and
understanding the real situation in the market will allow determining
the market leader and adjust the performance of further studies,
because orientation to the market leader defines service quality
according certain aspects and will make possible not only to
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understand the market leadership position, but also to measure
company possibilities to achieve the better quality of services. In
order to find out ability to provide services better than a leader must
be to find out some of the leading service quality parameters by
consumers’ survey (Tax at al., 2013). So, the next step would be to
specify the quality of service indicators by point of consumers’
satisfaction view and try to discern existing gaps in competitors’
activity to satisfy the users’ needs and possibility to improve the
quality of services and to predict customer needs change direction in
order for better than the competitors to meet the needs of customers
in the near future. In this study, it is also appropriate to distinguish
the market segment in which current market participants at least
meets the needs of the customers. The following information would
help to indicate the direction for opportunities to better meet the
needs of this market segment and thus formed market penetration
actions. Kotler and Armstrong (2012) further specify the proposed
actions of this stage and argue that it is appropriate to focus on the
market leader and strive to provide a service better than the market
leaders and thus beginning to take even the smallest market share,
the gradual increasing the provision of increasingly diverse and
better quality services. This approach is particularly relevant for a
technical services business, in which stabilizes the long-term
relationship between the service provider and the customer.
Implementation of new services and offering better quality
existing service Runge (2013) and Tax et al. (2013) also identified as
an opportunity of mature market penetration. They also noted the
need for segmentation of the market. It is obvious that development
of new services for increasing company’s competitiveness and better
consumer satisfaction potentially create preconditions to penetrate
the market. By the way, not only completely new installation
services can facilitate a new entrant to penetrate the mature market,
but also the services provided by a slight modification of some
service settings to highlight a certain segment of consumers whose
needs are met by better modified or changed parameters services.
Results of the users’ satisfaction study should show whether it is
appropriate to choose a completely different segment of the clients
(i.e., expand circle of users, to serve those customers who do not use
the leaders’ services) or by using the promotion instruments to attract
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at least a part of other service business organizations customers, it
means not the market leader’s customers.

Kotler and Armstrong (2012) as well Bohli, Sorge, with Wesgoff
(2009) as a classical instrument to penetrate the market also offer
product sales at lower prices. Possibility of obtaining services at a
lower price is particularly relevant for technical services customers,
because of such kind services to be procured according generally
long-term contracts, so the lower price would lead to savings, and
this is particularly important for new companies, which do not have
enough funds yet. Thus, the proposal to reduce the prices of provided
services and to encourage the purchasing of services (ie, at least
some of the services to sell cheaper than the market leader) is worthy
of attention and is appropriate for the new entrant to analyze the
possibilities in this way to try stimulating consumer interest for the
proposed product. Relatively low pricing of new services can
accelerate process of market penetration (Drejeris, Drejeriene, 2019;
Nikolaidis, Bakouros, 2009).

Level of users’ needs satisfaction is usually determined according
their surveys (Tax et al., 2013). The results of the questionnaire
survey, after their processing by mathematical-statistical methods
shows a more objective picture of the consumer’s needs and leads to
more solid conclusions (Vlachos et. Al., 2011). It is appropriate
applying to a specialized market research companies that carry out
such studies for service providers that do not have any chance to do
customer surveys by themselves.

Liu, McClure (2001) consumers’ culture divide into
individualistic, collectivist and western and eastern customers. In an
individualistic culture are more likely to voice their complaints than
those in a collectivist culture; moreover, customers in a collectivist
culture are more likely to express private responses than those in an
individualistic culture. According them another purposeful research
direction is an online space analysis of complaints and comments
about the quality of technical services. Not all users prefer to express
their opinion about a service quality both in verbally or in writing
way, for some clients sometimes expressing their opinions for
service provider, and feeling anger for a possible failure or improper
action is directly better in more secure environment. Often these
service users ‘empties’ with writing complaints in the home
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environment, where they feel more daring (safer), though such
complaints may be completely not objective. In addition, users not
only complain in a virtual environment, but also like to discuss and
about other aspects of the service, consult, ask for advice, make
suggestions, maybe even dreaming, e.g. shared not only by negative
experiences. A large number national websites can be used for that
purpose. So, the analysis of web space can also help to feel the
thread, which can indicate direction for improving a quality of
services, and which may be worth to turn for a market newcomer. All
complaints and suggestions of consumers for improving quality of
service are appropriate to group, systematize, sometimes even
synthetize and such analysis results to use for further decisions.

Another classical tool for sales promotion, which often can be
find in scientific literature, is sponsorship activity that is appropriate
to apply for a new entrant, which seeking possibilities to penetrate
into market. New product advertising needs as one of the support
tools are confirmed by Sood, James, and Tellis (2009) and in the
many others researchers’ works. Kotler and Armstrong (2012) also
Oke (2007), this opinion further purify that and other support
measures (personal selling, public relations) could also encourage the
level of sales. Likewise, those authors state that is purposeful to use
more intensified and comparability measures for a new products
advertising and to look for opportunities for doing it better than
others competitors, and only such use of advertising would make it
easier to penetrate into mature market.

According Sood, James, and Tellis (2009) advertising as well is
identified as one of the main and the most effective support measures
of the service sector. After exploring options to provide services
cheaper and after determination of the purposefulness for
implementation of new services, the sponsorship methods and
justification of their need must be clean-cut. One of the most
appropriate measures for new service market penetration is an
attractive advertising (2010). It can be noted that and many other
authors an appropriate advertising treated as a traditional instrument
of sales promotion and state new product advertising intensity is a
factor, which influences speed of market penetration.

Proper results of accomplished analysis have to show penetration
ways into even completed market for a new technical service
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company, and will help preparing the best business strategy
corresponding to the current conditions and the competitive situation.

3. Forming the model of penetration actions into mature
technical service market

Required procedures, their content and need, also logical
justification of the consistency have crystallized in minds after
analysis special and scientific literature of business pioneer
penetrating into the market, which is presented in above sections.
The model of actions for the new entrants’ market penetration, which
is applicable for the technical services sector, is given in Figure 5.8.
Each of necessary actions based on the above-mentioned scientific
research results, and the sequence of actions is substantiated by logic
in accordance with service properties. Every of the necessary actions
are expressed in the model components.

Does
entrepreneur

| > accept The process stops
Introduci d und ding th ki current
ntroducing and understanding the market situation
Yes /\
/ Does . Yes
—r— leaders
Determination the most » Leaders’ service quality determination service
attractive segment of the . s . . q uallty
customers for a new entrant according customers’ satisfaction study satisfy
users?

Determination
purposefulness of new |4
service developing

Looking for opportunities
of providing services at a
lower price

Looking for opportunities of
providing services higher

quality
*

A

Penetration strategy selection
based on the analysis
results

Selection of the
sponsorship
methods

Analysis of the complains about

exploratory work

Figure 5.8 Processs model for the technical service market penetration
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The proposed model is flexible construction, as it provides the
steps for different potential solutions that are dependent on the
business situation and environmental conditions. It is appropriate to
accept and Sujin Choi (2011) findings, who state that the proper use
of the market analysis results, execution well-planned and
coordinated actions also allows newcomers to penetrate the mature
market and even enough market filled and successfully develop the
service business.

The following sections will contain practical application of
proposed model in real business conditions

4. Empirical analysis of computer maintenance service market
penetration

Computer maintenance is a particularly competitive field, as in
today’s world, not only do all companies use computers, but all
people use computer equipment for one purpose or another. And
such market research and actions according to their results of the
technical services market penetration is characterized not only for
Lithuania, but results (methodology) can be used everywhere. They
can help to penetrate into the technical service market of any
country, in which is a market economy and legitimized competition.
VDU IT graduate, an excellent specialist, a real leader sought to start
computer maintenance activities.

4.1 Introducing and understanding the market

Getting to know the computer maintenance market has yielded
positive results. It allowed to get acquainted with the organization of
work in some computer maintenance companies, to find out the
opinion of employees about the features of group work, the
distribution of responsibilities. After that acquaintance, the desire to
own a commercial computer maintenance company only intensified.
Customers in this market are: individuals (the most of cases they
need only one-time repair) and organizations (a long-term contract
can be concluded with them).

4.2 Determination of the market leader(s)
As mentioned above, the investigation should be launched by the
identification of potential competitors, their market share and by
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identification of market leaders. Results from this study and the
activity of market leaders will have a possible impact to the order of
further research. According information of Kaunas Municipality at
the 2021 there were registered and active 88 computer maintenance
enterprises in the city.

Then were determined, that three companies have a 25% market
share (and they were recognized as market leaders), because all other
firms occupied about 3-4 % of market share only. These results were
confirmed by investigations of sales volumes; this can be found in
the Statistical department of republics. It was also found that those
companies are computers sellers. Further analysis should show need
for improvement activities that determine the ways to attract
consumers: ones who exercise the services provided by competitors
and absolutely new customers. Investigation has shown that the
popularity of other companies, in comparison with existing market
leaders is much lower, so it is appropriate during further studies to
pay more attention into some aspects of their services quality, find
out the degree of customer satisfaction in order to look for
opportunities to penetrate the market, possibly attracting potential
market share leaders’ and other companies’ service users, through
better quality and a wider range of services.

So, for the more precise clarification of the situation in the
existing market have been interviewed computers companies. The
study showed, that coordinated market penetration actions carried
only a few of the surveyed computer maintenance and repairing
companies, and majority of them noted, that they would expand their
activity, if know real steps and order of penetration.

Further is discussed the content of the other components of the
submitted model.

4.2 Determination of the most attractive users segment for the
market novice

Purpose of this analysis is to ascertain satisfaction of the different
segments of service users for perceiving the best possible business
development directs, which are acceptable for the new market entrant
in order to identify opportunities for better than the existing market
participants to meet any exceptional needs of the consumers.
Managers or other responsible personnel of a companies were

180



directly asked. The questions submitted were exclusively related to
computers repairs and maintenance field. It is observed that the
quality of service more does not meet requirements of the
organizations’ employees. The question about the quality of
maintenance hardware warranty service time even 14 % of
respondents said that the companies-sellers of the equipment’s fails
to comply with personnel (technicians) arrival terms, 5 percent
argued that during hardware warranty service time repairing of
equipment was poor quality, as after repairing it quickly again
malfunctioned. Heads of asked organizations warranty service
quality satisfied a little bit better. Asked whether is forced to seek
help due to equipment failure to other organizations, 19% of
respondents answered positively. According these studies, it can be
concluded that the existing computers servicing market participants
are more interested to serve organizations’ computers, and
improvement service in this market segment. Further computers
sellers were interviewed about the quality of the technical service.
These companies’ managers emphasized excellent quality of their
work, but also not surrendered the desire to transmit strictly technical
support functions to any other economic structure, which would be
able to carry out these works excellence. Thus, the opinions about a
technical quality of service users and service providers appeared to
partially contradictory. According results of this study can be made
these generalizations:

It is appropriate for the new entrant to offer executing warranty
service, i.e. to operate on behalf of computers’s sellers, to fulfill the
obligations for clients of maintenance technical services better and
higher quality than sellers, to provide certain fixed arrival terms into
any organization and fixed repair or maintenance work completion
time, which strictly followed and prices, payment conditions and
order. Such an approach would also facilitate the work and should be
of interest to computers sellers who should not take care of the
additional service, ie computers repairing and its maintenance, thus
would allow focusing more to the increasing sales of computers (it
means focusing to a main activity).

After evaluation services’ quality of existing market participants,
can be obviously observed shortages of the reliability that
technicians would be arrive on time. This element of the technical
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service should be improved. Furthermore, it is purposeful to offer
technical services for the organizations.

4.3 Analysis of the options for improving the quality of
computers repairing and maintenance services

Quality improvement is one of the most important directions of
penetration into the mature market, so the results should show the
areas of the services quality, which are not quite satisfied existing
customers, and such analysis can help to find a niche in the market
for the new entrance, whose better service quality would interest for
existing customers. Computers repairing and maintenance service
users were asked about the classical technical service quality
indicators that could encourage change of the service provider.
Results of the survey presented in Table 5.1.

According to results of 67 organizations survey can be concluded
that the quality of existing services basically satisfied, because most
of the companies interested in better services for less. However, it is
appropriate to note that the speedier arrival of technicians (IT
engineers) still would encourage 26.1% asked organizations to
change service provider, then after finding opportunities come faster
(earlier) than those provided of existing contracts, a new market
entrant can expect a positive decision on the agreement to change the
disappointing quality of these existing service providers work. By the
way, that is correlated with flexibility increasing of working time, so
a new entrant must look for opportunities to improve activity in this
area also. The analysis results showed that the computers repair time
reductions are also a niche, that allows market penetration, as 9.4%
of the surveyed companies are not satisfied with the quality of
services according this aspect. The value of the indicator correlates
with the satisfaction of staff qualifications, and a new entrants’
services provision should be shorter and time reduction can be
achieved by hiring more highly skilled personnel, or by adjusting the
organizational aspects of this activity.

Therefore, can be decided that the influence of support measures
to choose a new provider will not be high, as well-established market
equilibrium basically satisfied with existing users of these services
and market penetration strategy is better using only appropriate form
of service quality improvement.

182



Table 5.1

Quiality indicators that may encourage technical service
consumers to change service provider

Would
At | s || wous | e
Assessments discourage dlsccgurage hei ther] cotirage courage
(%) (%) discourage (%) (%)
(%)

Time shortening 211 21 485 4.8 4.6
of computers
repair
Improving 22.2 211 54.6 15 16
(shortening)
timeliness of
technician (IT
engineer) arrival
Service price 1.1 23.3 40.9 14.5 10.2
reduction, while
maintaining the
appropriate
level of quality
Improvement of 16.1 26 49.6 6.3 2.0
technicians (1T
engineers)
working culture
Competence 22.2 133 57.3 2.6 4.6
development of
personnel
Increasing 12.2 14.3 67.5 3.0 3.0
flexibility of
servicing staff
working hours.
Increasing 55.1 30.8 11.9 11 11
accessibility of
advertising
Increasing an 16.1 29.9 48.9 2.7 24
availability of
information
about services

4.4 The need analysis of computers repair and maintenance

companies to provide services at a lower price

The results of investigation have showed that the price reduction
would be serious presumption to penetrate into mature market,
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because even 24.7 percent of respondents answered that would
change existing service provider into which can offer adequate
quality computers repair and maintenance services at a lower price.
Purposefully question was worded as follows categorically, because
answers ambiguity can only distort the results (Sujin Choi, 2011), in
addition such a question formulation respondents can better
understand.

It is purposeful to use price differentiation, which would increase
the flexibility of activity and the ability to penetrate into the current
market of technical service providing. Reducing the price of the
service could occur and resourceful shares (two for the price of one,
2 or 3 rd time — free of charge, part of the service free of charge,
discounts for loyal customers’ discounts for young people or new
users or others). Thus, market newcomer of the activities in question
(technical services) certainly should look for opportunities in this
case to offer services at a lower price than they are supported by
existing market players, because excellent quality (and high price) of
service users are not interested much. Results of the study clearly
expresses that the reduction of the cost of services as the possibility
of penetration into the current market.

4.5 Determination purposefulness of new service developing

In the absence of opportunities to provide services cheaper than
they are provided by the market leader and other market participants
in a given period, it is appropriate to use another opportunity to
penetrate the market, ie, try to provide new services. Often can be
obtained satisfactory results of business activity, when the market
novices begin to deliver new services closed by their nature to
market leaders provided only with certain modifications, which
appropriateness are showed according the market research results.
Drejeris et al., 2013 the current situation and conditions examined in
detail, therefore they made realistic proposals (methodology) for the
existing market participants about determining of new services
purposefulness based on the application of quantitative methods.

According to mentioned methodology it was found that the best
direction for development is trying to expand well-known services,
not a new.
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4.6 Selection of the sponsorship methods and justification of their
need

Accent of a new entrant sponsorship measures use should be
directed only to improve the quality of the offering product. The
most commonly applicable and appropriate technical and
organizational tool for sales activate is creating and application the
recommendations system, which involves usage tools that make
satisficed clients to recommend the service to other potential users of
this service. Such advertising manifested both formal and informal
verbal communication between service users, which is based on
information about the company or its services and dissemination of
good practice. Choose equipment repair service provider even is
recommended on the basis of other catering companies positive
experience (Jose, Goldfried, 2008). A good image of the company is
also important aspect of success, especially for a market newcomer,
S0 trying as to create and to start providing new services in this case
is necessary. A favorable image is formed only by providing high-
guality services that meet the users requirements, representing a
selected segment of the market. Services provided by appropriate
advertising are an integral part of a positive image and the success of
the business. The study on the availability of advertising shows that
advertising does not have a significant impact on the choice of
service providers. Therefore, the intensity should not be too large,
and its accent should be directed to only the high quality of service.

4.7 Formation of penetration strategy

The study showed that the possession of the penetration strategy
can activate technical services companies. Penetration strategy is
developed according to each of the research results, which use will
allow furthering determining the potential business niche, clearly
showing the direction in which the business subject must develop in
order to penetrate the mature market. Each endpoint was to discover
possibilities to penetrate the current market, the implementation of
which should draw strategic activity guidance in order to achieve the
organization’s objectives. Penetration actions are modeled in
accordance with logic and knowledge of the principles of business
reality, this fact and the positive results of the proposed model
application is undoubtedly confirmed the strategies forming the
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relevance and the model with certain non-essential corrections for
the peculiarity of services activity can be used to form the technical
services market penetration strategy, which can be used by small and
big business companies.

According to the results for each investigation actions, which are
presented in submitted model (listed above), appropriate market
penetration strategy is formed, therefore penetration strategy actives
have allowed a new entrant successfully to penetrate the existing
market. Actions of penetration strategy formation are selected in
accordance with the technical services peculiarities and reflect the
Lithuanian business specifics at the current time.

Conclusions

1. The information analysis of scientific and special literature on
the market penetration showed, that there is lack knowledge about
penetration actions, that the proposed models and methods have no
practical application examples, and there is not data on the
penetration of the processes addressed especially for the companies
of technical services mature market.

2. Flexible structure model is formed, which consist of 9
components: introducing with the market, determination of market
leader(s), customers’ satisfaction study according quality of leaders’
service, analysis of complains about exploratory work, looking for
opportunities of providing services higher quality, looking for
opportunities of providing services at a lower price, determination
purposefulness of new service developing, selection of the
sponsorship methods, penetration strategy selection based on the
analysis results.

3. According to the actions of the proposed model components
empirical research has been conducted on real business conditions,
the results indicate existing possible instruments the real mature
market penetration under specific conditions and circumstances of
business technical services, so, a new entrant successfully penetrated
in the existing market. Suitable result of model use showed that
proposed actions clearly enough to form a successful market
penetration strategy, actions consistency and appropriateness of
content was confirmed.

4. The use of the proposed model will allow service companies to
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plan and structurally justify the market penetration actions and that
fact will reduce the possible risk of market penetration failure and
that provide an opportunity to achieve better economic results for
technical service business.
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Abstract

The idea of a value chain was first suggested by Michael Porter (1985)
to depict how customer value accumulates along a chain of activities
that lead to an end product or service. Porter describes the value chain
as the internal processes or activities a company performs “fo design,
produce, market, deliver and support its product”. He further states that
“a firm’s value chain and the way it performs individual activities are a
reflection of its history, its strategy, its approach to implementing its
strategy, and the underlying economics of the activities themselves”.
These are generally also the line activities of the organization. They
include: inbound logistics — material handling and warehousing;
operations — transforming inputs into the final product; outbound
logistics — order processing and distribution; marketing and sales —
communication, pricing and channel management; and service —
installation, repair and parts.

Keywords: value chain, corporate reputation, logistics, value, market,
industry, economics.

Introduction

According to Shank and Govindarajan, the industry value chain
starts with the value-creating processes of suppliers, who provide the
basic raw materials and components. It continues with the value-
creating processes of different classes of buyers or end-use
consumers, and culminates in the disposal and recycling of materials.
A good corporate reputation is “a top-level factor for achieving
sustained competitive advantage for the organization” (Sanchez &
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Sotorrio, 2007, p. 337) to bring about benefits of demanding a higher
price premium for company offerings. Company reputation serves as
a signal for the underlying quality of a firm’s products and services;
the payment of lower prices in its purchases due to lower contracting
and monitoring costs; attracting more qualified people in the labor
market because of the association of good corporate reputation with
high self-esteem; greater loyalty from employees because employees
prefer working for high-reputation firms; greater loyalty from
customers because customers value associations and transactions
with high-reputation firms (Roberts & Dowling, 2002).

The concept of corporate reputation has attracted the attention of
companies and scholars during the past few years. Clive (1997, p.
19) argues that the subject of corporate reputation used to hardly
make a list of subjects for a top management before 1997. He adds
that with a presence of several driving forces like people’s hunger for
information or an economic competition, the significance of
corporate reputation is changing rapidly (Clive, 1997, p. 19). Despite
the increasing momentum of the corporate reputation concept,
Barnett et al. (2006, p. 26) argue that the commonly agreed definition
is lacking.

In early literature, Fombrun and Riel (1997, p. 5) argued that
corporate reputations remained relatively understudied; they
attributed this lack of a systematic attention of corporate reputation
to diversity of relevant academic literatures. In their research,
Fombrun and Riel (1997, p. 5) analyzed the diversity of academic
disciplines that actively contribute to knowledge in this area, whether
grounded in strategic management, an organization theory,
economics, marketing, communications, accounting or finance.

1.1 The basis of theory of value in economics

The word value, it is to be observed, has two different meanings,
and sometimes expresses the utility of some particularobject, and
sometimes the power of purchasing other goods which the
possession of that object conveys. The one may be called “value in
use”; the other, “value in exchange”. The things, which have the
greatest value in use, have frequently little or no value in exchange;
and on the contrary, those, which have the greatest value in
exchange, have frequently little or no value in use. The objective
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classical theory of value dates from the mid- to late seventeenth
century, reflecting increased interest in the production of
commodities and reduced emphasis on the circumstances of their
exchange. It was the cornerstone of classical political economy
(Dobb, 1973; O’Brien, 2004).

1.2 The major values on which the Chinese culture rests upon

While China is home to the world’s oldest and most continuous
culture, it has also been subject to massive institutional changes since
the nation-wide establishment of the Communist regime in 1949. It is
indicative that Hickson and Pugh (1995) chose to subtitle their
review of the field ‘The Impact of Societal Culture on Organizations
around the Globe’. Even before Hofstede's seminal work (1980),
international studies of organization generally regarded culture as the
key explanatory factor for cross-national differences, as reviews such
as Roberts (1970) make clear. Key institutions are the state, the legal
system, the financial system and the family. n turn the norms and
rules of such systems impact importantly on corporate and
managerial behaviour. It has to be admitted that although the
institutional perspective draws on a long sociological tradition, there
is still not much agreement about, or understanding of, the processes
whereby institutions are formed and in turn impact on organizations
(Tolbert & Zucker, 1996). There is, however, more consensus about
the potential analytical power that the perspective offers.

In China, for example, the foundation of Chinese respect for
hierarchy and the family social collective is based upon the relational
norms expounded by Confucius and legal codes such as those
developed during the Tang Dynasty (Gernet, 1982). This
institutionalized relational logic has shaped a society whose
transactional order rests on social obligation to higher authority and
to the family rather than on rules oriented to protecting the
individual. Chinese capitalism is seen to be intrinsically different
from Western capitalism because of this contrast in institutional
framing over a long period of time (Gerth & Mills, 1946; Weber,
1964). The hierarchical and collective orientation it has produced has
become today commonly regarded as an inherent characteristic of
Chinese culture. As ‘same culture, different system’ examples like
Mainland China and Hong Kong illustrate, the impact of institutional
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differences is sufficient for Hong Kong managers to regard
managing operations in the Mainland as problematic (Child et al.,
2000).

1.3 Divergent perception of value on Chinese vs. European
markets

Efficient markets permit the gains from the specialization of labor
and increasing returns to be realized. In addition, free markets are
evidently also a key channel that permits innovations to be
transformed into productivity and output growth and to find its best
use, creating gains not only from static efficiency, but also from a
self-regenerating process of innovation and invention (Baumol,
2002) Empirical studies of contemporary cross-sectional growth
seem to confirm that a country’s stance towards openness is
positively correlated with subsequent growth (Frankel & Romer,
1999).

According to Douglas North and Robert Paul Thomas, the west
succeeded in overcoming the institutional blockages, weak property
rights, and other barriers that caused economies throughout history to
become lodged in places where incentives could not flow towards
specialization and division of labor (North & Thomas, 1973).

The last three decades also saw a transformation from a
command-based economy to a more decentralized and market-based
system. The priority accorded to industry stunted services
development — particularly in productivity terms — while the
emphasis on physical investment constrained investment in human
capital (Bosworth & Collins, 2008). While the traditional driving
forces of growth are far from exhausted, many signs suggest that
they are likely to gradually weaken over time (Eichengreen, Park, &
Shin, 2011). Yet workers will become more productive as the
physical and human capital stock per worker continues to rise. These
demographic changes should have a sizable impact on the rate of
potential growth (Cai & Lu, 2013). In addition, China’s expanding
education system and large supply of workers with science and
engineering skills bode well for the future (Schellekens, 2012a).

In addition, China is expected to upgrade its technological
capabilities by fostering a learning and research environment that
encourages new ideas and lateral thinking and gradually making the
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pursuit of innovation more sensitive to market signals, with the
government playing a more facilitating role (Schellekens, 2012a).

1.4 The determinants of growth and the structure of Chinese
logistics market

China started its reform and open policy in 1978. Since then, the
country has been transforming itself from a centrally planned
economy to a market economy. The concept of 'logistics' was
imported into China in the 1990s. Since then, logistics in China has
witnessed a huge growth along with its fast growing economy.
Logistics in China has accelerated since China's entry to the WTO in
November 2001. The first group came from former subsidiaries of
relevant ministries, for instance, Sinotrans came from the Ministry of
Foreign Trade. The second group is made up of the foreign logistics
companies such as DHL.

1.5 The developement of value chains and partnership on
logistics market

Capturing the value generated along the chain is the new
approach taken by many management strategists.

Creating value in any stage of a virtual value chain involves a
sequence of five activities:

* Gathering,

* Organizing,

* Selecting,

* Synthesizing,

* Distributing information.

The value stream customer has certain desires, and the value
stream consists of work activities dedicated to serving that customer.
Value streams and their customers cannot be separated: The focus on
customer gives the value stream its purpose. Value Stream: An end-
to-end collection of activities that create a result for a customer, who
may be the ultimate customer or who may be an internal “end user”
of the value stream.

1.6 The relation of corporate reputation to image, identity and
organizational culture
Nevertheless, the events of the past decade — reputational crisis of
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well-known organizations (for instance, the fall of Arthur Andersen
in 2002), the demise of huge corporations, such as Enron, due to
fraudulent  practices, rising sophistication of stakeholders,
globalization and information flows, changing business and
competitive environment, growing demand for corporate
transparency and social responsibility, etc. — encouraged renaissance
of caring and striving for good reputation. The first fundamental
academic book on corporate reputation was published by Fombrum,
in 1996 and can be considered to be a starting point in the
development of reputation management as a separate academic
discipline and research field (Fombrum, 1996). Corporate reputation
is a concept with exceptional multidisciplinary richness, which
brought about increase in the number of scholars researching
corporate reputation as well as growing sophistication in definition
of corporate reputation. Corporate reputation essentially relate to —
competition or comparing a company (its past actions, performance
results, etc.) with its rivals. In order word, corporate reputation
represents a company’s status among employees and external
stakeholders compared to its rivals (Fombrum, 1996, 2001).

Chinese semantic comparative theoretical analysis

Guanxi:

Also, a good establishment and maintenance of guanxi are
perceived as Chinese art of relation management.Unlike the western
interpretation of relationship, Chinese guanxi is different from it in
several ways:

Seen from the core basis of these two concepts, western culture
perceives and explains relationship (personal and social) based on
social exchange theory, which emphasizes a balanced model between
giving and receiving. In this sense, western understanding of
relationship is fundamentally predicated on a just and equitable
status, which led by rational calculation; whereas in China, guanxi
basically comes from Confucian theory, and forms the practice of its
ideology.

Renging:
As we have already discussed about the concept of guanx in in
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Chinese culture, it becomes inevitable to understand another two key
elements of renging and mianzi which are embedded and shaped by
Chinese guanxi and playing such an essential role in it. In this part,
we will mainly focus on the definition of renging. Compared with
guanxi, renging tend to include both of the personal and social
characteristics. In order to give a comprehensive understanding of
renging, it is going to explore and define it from its three meanings in
Chinese culture:

From a very fundamental and traditional level, renging indicates
the personal and emotional responses of one who is facing different
situations of the day-to-day life.It has been written in Li-Ji that the
so-called renging contains happiness, anger, sadness, fear, love,
hatred, and desire; they are all acquired as the person was born. One
would be identified as sophisticated in renging provided he or she is
fully equipped with empathy.

Mianzi:

If we consider renging as an important medium of social
exchange for establishing and sustaining guanxi in Chinese culture,
then mianzi would be an indicator of how much social guanxi and
power an individual could yield and manipulate within Chinese
society. One of the other essential elements in Chinese culture,
mianzi connotesone’s social status or prestige, obtained through
successfully performing certain social role (s) that is(are) publicly
recognized by other members of the society. The derivative concept
“face work” indicates the presentation of self-image management,
and aims at shaping and infusing a favorable impression into other
people’s minds.It is widely acknowledged that people could read and
infer a person’s social position and prestige in one’s social network
by perceiving how much his or her mianzi is, from which people
could have a rough or sometimes a pretty accurate idea of
individual’s a) status gained by personal qualities of knowledge,
strength, ability, and so on; b) position obtained through social or
non-personal factors of wealth, authority, social connections, etc.

Ji:
This Chinese word is Ji. Of total thirteen chapters contained in his
Art of War. Sun Tzu begins with the Chapter of li in which the art of
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war is pictured as “he art of deception”. However, the word li which
forms part of the title of Sun Tzu’s very first chapter was not
introduced in its original form in any official foreign translations
which can be traced by the author. Although the Art of War was first
published in the In Chinese, Jj means (1) to count, compute,
calculate, number (as a verb); (2) meter, gauge (as a noun); and (3)
idea, ruse, stratagem, plan (as a noun). The English translation of li
in the various available English versions of Art of War is found
divergent among translators. For example, li is translated as
“estimates” and “strategy” by Griffith, and as “estimation”,
“strategy”, “tactics”, and ‘“‘strategic plan” by Sawyer. Recently, Jj
was formally translated into English as Stratagem and into German
as Strategeme by several scholars in connection with their
introduction to the West of a compendium of ancient Chinese
wisdom entitled The Thirtv-Six Stratagems (36 li).

Bao:

Yang Liansheng is one of the first scholars to study bao (pao) 14
related to social exchange and social relations in the 1950s. Yang L.
found a good starting point for understanding the Chinese meaning
of reciprocity from the Confucian classic the Book of Rites and in
common sayings. They touch upon the quality of return, e.g. to
recompense injury with kindness or injury, and quantity in exchange
relationships, e.g. a person should return either lots more or nothing,
or a little bit more, or the same amount of things to those people who
have helped or presented gifts to him, etc. This treatment of
exchange relationships can be more or less fitted into Sahlins’s
reciprocity typology. Yang L. lists bao’s wide range of meanings:
report, respond, repay, retaliate, and retribution, response, return,
etc., and claims that bao as a verb refers to the action of exchange,
and that bao is also a basis of social relations and principle of
reciprocity. However, | will argue that bao is not a proper Chinese
term for reciprocity.

Chaxugeju:

Based on Chinese classic texts and villagers’ everyday life in
Yunnan Province, Fei Xiaotong established the existence of ego-
centered social relationships of chaxugeju. This notion is a figure of
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speech for Chinese social structure which involves certain principles.
On the one hand, Fei explains that Chinese social structure looks like
the picture created by throwing a stone into a pond.

An individual’s ego is at the centre of his social world, and all
other people have different distances around him. Social
relationships (shehui guanxi) are a network (wangluo) formed by
increasable personal connections (siren lianxi). On the other hand,
Fei explains that the xu of chaxugeju is based on Confucius’ lun,
which relates to ten types of relationships. Fei claims the starting
point of a moral system in chaxugeju is to cultivate oneself according
to li and the whole set of personal relationships maintained by de. In
other words, restraint, by self-cultivation (keji xiushen) based on Ii,
is the most important principle to build up one’s personal networks
(siren guanxi). Fei also compared li, de and law in people’s life.

Yuan and fu:

Fei introduced two related terms xueyuan (ties of blood,
consanguinity and blood relationships) and diyuan (people born in
the same land) in studying rural Chinese society. They correspond to
xueyuan shehui (blood and marriage tied society) and xiangtu shehui
(native and popular society). They formed personal networks:
xueyuan for relationships based on ties of blood, ginyuan for kinship
relationships, diyuan for fellow-townsmen relationships, yeyuan for
colleagues’ relationships and youyuan for friendship etc. The
Chinese version of Buddhism accepted the idea that people should
deal with relationships according to lunli.

Bao (pao):

Yang L. found a good starting point for understanding the
Chinese meaning of reciprocity from the Confucian classic the Book
of Rites and in common sayings. They touch upon the quality of
return, e.g. to recompense injury with kindness or injury, and
guantity in exchange relationships, e.g. a person should return either
lots more or nothing, or a little bit more, or the same amount of
things to those people who have helped or presented gifts to him, etc.
This treatment of exchange relationships can be more or less fitted
into Sahlins’s reciprocity typology. Yang L. lists bao’s wide range of
meanings: report, respond, repay, retaliate, and retribution, response,
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return, etc., and claims that bao as a verb refers to the action of
exchange, and that bao is also a basis of social relations and principle
of reciprocity.

Hufui:

They are huizeng (return), yibei hucheng (address to each other
between different generations), quanli yiwu duideng guanxi (rights
and obligations on a reciprocal basis), pingdeng huhui (balanced
reciprocity), yuanshishi wuwu jiachuan (generalised reciprocity), and
budengjia jiaohuan (negative reciprocity). Instead of huhui Wang
Mingming also uses huhui jiaohuan for reciprocity and gaihua
jiaohuan for Mauss’s generalised exchange. Strangely enough, Wang
did not mention at all Sahlins’s different types of reciprocity in his
general introductions of anthropology and his related studies of
social support. In Yan Yun xiang’s Chinese version of The flow of
gifts, reciprocity was used in two ways.

Conclusions

Based on theoretical and empirical research, author has created,
the scientific philosophic theorem model of corporate reputation in
value chain management on Chinese logistics market. There is
presented a base of Chinese corporate reputation and value chain
management as composing whole structure of Chinese business
philosophical harmony has always been a highly valuated virtue.
Harmony is at the core of Chinese traditional business culture.
Equilibrium and harmony were highly valued by Chinese corporate
reputation. ‘“Pursuing harmony” refers to moderation, fitting, balance
and harmony. Chinese harmony is based on these principal factors as
guanxi, renging, mianzi, ji, bao (pao), chaxugeju, yuan and fu, huhui.
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CONCLUSION

The era of global transformations proclaims, on the one hand, the
voluntary participation of all countries of the world in globalization,
and, on the other hand, the objective necessity to participate in it.
The current stage of global transformations has a paradoxical
character and is accompanied by both anticipated consequences and
unexpected manifestations of its specificity. Global transformations
actively affect economic processes at all levels — from economic
entities to the international economic environment.

The main contradictions of global economic transformations are:
between the social nature of production and the private nature of the
appropriation of its results; between physical and mental work;
between limited resources and constantly growing needs for them;
between a high level of technical development and an insufficient
level of education and qualification of employees; between the
achieved level of production concentration and insufficiently
developed specialization; between separate types and forms of
ownership; between democratic and authoritarian management
methods; between market and state levers of economic regulation.

A clear manifestation and indisputable sign of the paradox of
modern global transformations in the economy is the fact that the
future of humanity is associated with the rejection of the institution
of national statehood, the limitation of national sovereignty through
the development of supranational and transnational economic
institutions and organizations. Accordingly, economic systems must
undergo a corresponding transformation, or adapt to new economic
conditions, or unite and create new economic structures. At the same
time, it is important to preserve resource potential, accumulate it and
achieve synergy, implement strategic management, marketing
strategies, finance and investment management systems, and form
new business structures.

The results of the authors’ research in the scientific monograph
are devoted to solving the problems of forming a new methodology
of strategic management, marketing support for the functioning of
economic entities, the introduction of modern models and
technologies of financial management and mechanisms of
entrepreneurship development in the conditions of global economic
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transformation.

An important component of the scientific monograph is the
development of new models of anti-crisis management, business risk
management, supply chain management, digital transformation in
tourism and the introduction of leadership entrepreneurship.

The results of the research presented in the scientific monograph
reflect the theoretical, methodological and practical aspects of
diagnosing the financial stability of business, knowledge and
education management, the formation of the corporate culture of
logistics companies, advertising development, the differentiation of
state revenues, the impact of investments in energy saving.

It has been established that globalization stimulates the revision
of the principles of economic systems management at both the
national and supranational levels. In order to satisfy human needs
through the advantage of competitive markets, with clear rules and
political and geographical boundaries, management at the specified
levels should become more efficient and coordinated.

At the same time, the trends of undivided dominance of the
politics of international organizations that support global markets
over the activities of economic systems that care about the provision
of public goods, in particular the preservation of peace,
environmental protection, protection of human rights, the fight
against poverty, health care development, culture, education, etc.

Global transformations are also caused by a new wave of
technological innovations, as well as the development of a person,
the elevation and diversification of his needs and creative
possibilities. These transformational processes have a systemic
nature and lead to the formation of qualitatively new structural
characteristics of the global economy, which collectively mean the
formation of a new technological and socio-economic way of life for
humankind. These changes will have a fundamental impact on all
economic systems, ways of organizing business, priorities and
methods of regulating and ensuring economic growth and
development.

It has been established that economic entities are objectively
involved in international integration processes, which leads to the
need for the development of an effective and appropriate to modern
conditions potential management mechanism, capable of adapting
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the processes of formation and direction of available resources in
accordance with the changing and unpredictable situation of the
global economy. Ensuring the investment attractiveness and
competitiveness of economic entities motivates modern theory and
practice to master the adaptive toolkit of effective management of the
processes of formation, reproduction and realization of potential to
ensure the future trends of the country’s economic development,
establishing priority opportunities for attracting existing production,
natural resources, human and other types of potentials and financial
capital, balance of branches of the national economy and sectoral
production and economic systems.

In the conducted research, the problem of reproduction of
potential at the level of macro- and microeconomic economic
systems, development of effective concepts of balanced structure and
rational use of potential as the main factor of acquiring the ability of
the economic system for competitiveness and self-development were
reflected in practice. Current paradigms of the theory of the potential
of economic systems are formulated mainly on the conceptual basis
of strategic management based on the basic principles of systemic
and functional potential management. Conceptual trends became the
basis for the development of theoretical paradigms of potential, the
latest systems of balanced development of structural elements of
economic resources of material and non-material types.

Taking into account the dynamic changes of the global and
national socio-economic environment, the trend to change the world
financial architecture, a new justification of approaches to
determining the productivity and competitiveness of the potential of
modern economic systems is needed, a change of view on the
significance and importance of certain elements in its aggregate
value.

The results of research on the imperatives of development of
management and marketing in economic systems indicate that global
transformations have changed approaches and tools to the marketing
and management system. Globalization of market processes,
development of innovations and economic processes, changes in
social values, social priorities and competitive advantages became
the determining factors influencing the process of transformation of
management and marketing tools. Globalization processes were
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significantly influenced by the rapid development of technology
markets, comprehensive informatization and the spread of computer
technologies in the world. The development of economic systems in
the conditions of global transformations was influenced by the
internationalization of the economy and the consumer market, the
transition to the post-industrial stage of development, the increase in
the level of innovative activity of product manufacturers and the
quality of products. Taking into account the rapid development of
digital technologies and digitization, it is possible to predict the
emergence of a new communication system that characterized by the
integration of various means and its interactive potential.

It is proved that the transformation of the paradigm of financial
and investment management of economic systems reflects the need
for the formation of adapted views on modern financial and
investment management processes, and ensures the identification of
a number of prerequisites aimed at the development of effective
financial mechanisms. Ensuring the financial stability of economic
systems in the context of global transformations depends on their
ability to generate financial flows and attract the necessary amount of
investment. Financial flows of economic systems are interconnected
with material and informational flows, which reflects the expediency
of their synchronized management and determines the economic
result. Financial management in logistics systems must necessarily
be based on taking into account both the financial and logistical
aspects, and therefore must be aimed at forming the value of the
logistics chain, which will create conditions for the growth of
economic systems. Scientific provisions laid down in the integral
logistics paradigm for financial management of economic systems
are capable of turning conflicts, problems, disparity of relations into
an opportunity to obtain the effect from harmonization of interests
and full cooperation throughout the logistics chain.

The development of entrepreneurship in the context of global
transformations is carried out due to the emergence of new promising
forms of entrepreneurship, adaptation to changes in the conditions of
the functioning of economic entities, joint activities and maintenance
of large economic systems, optimization of economic activities and
the taxation system, expansion of regional boundaries of cooperation
between economic entities , flexibility in prospective markets and
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penetration into the field of informatization and innovation.

In general, the authors of the scientific monograph are convinced
that in the conditions of global transformations, in order to improve,
create and effectively function the current management system of
economic entities, it is necessary to develop and implement new
strategies for development and adaptation to changing economic
conditions, models of strategic management and marketing support,
the use of information technologies and the introduction of
innovations, to improve the management system of finances and
investments not only of individual economic entities, but also of state
finances in the context of decentralization, to widely apply
digitalization in the economic systems management and adaptation
mechanisms when economic conditions change, to implement better
practices of economic systems management in crisis situations.
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