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Abstract  
 
Product domestication is the process by which the product bought from the retailer is integrated into the household. This 

intricate process has been analysed in detail from a theoretical point of view, but has not been approached from the practical 

viewpoint of end-users. This paper presents the results of a survey on a group of students regarding various facets of the 

domestication process (remembering the moment of product acquisition; concern for the aesthetic assimilation of the product 

into the household; investment of resources - time and money - in developing a household; difference of significance between 

the product in store and the product in home, etc.). After the statistical analysis of the results, it was discovered that the process 

of product domestication is working and acknowledged by end-users, but at a moderate level in the case of the analysed 

population segment. 

Keywords: product domestication, product appropriation, end-user point-of-view.   

Introduction  

Usually, designers and project managers focus especially on two moments in the consumer's relationship with products: 

product acquisition (specifically consumer persuasion) and product use (direct fulfilment of consumer's practical needs). Other 

moments typically considered are maintenance (cleaning, repair, etc.) and disposal of the product (recycling, dumping, etc.). 

But the consumer's relationship with the product is far more complex, especially in the case of household items. A process that 

is receiving increasing attention is product domestication. 

Domestication the process during which the products are taken from retailer’s facilities and brought to consumer’s household, 

being integrated into the home after a certain period of time (Lie and Sørensen, 1996; Silverstone, 2006; Haddon, 2007; 

Silverstone 2017). The process was formerly named commoditization (Kopytoff, 1986). Kopytoff (1986) introduced the idea of 

cultural biography of things as a documentation of the domestication process. The cultural biography of a thing starts with the 

owner’s recall the acquisition of the product and so on.  

The phases of domestication (Silverstone, 2006, Paavilainen, 2013, Silverstone, 2017) are: appropriation (the arrival of the 

product in the household and previous preparation); objectification (displaying the product in the household); incorporation 

(integration of the product in its environment); conversion (transformation of the product into something else, like an item in a 

list or a reference in conversation). Because domestication is subject of successive mitigations, it can lead to what theorists 

called the moral economy of household (Silverstone, 2006). 

Until now, the approaches have been mostly theoretical, seen from the perspective of theorists. The literature lacks an approach 

based on descriptive research and less on theoretical digressions or anthropological research as performed by Paavilainen 

(2013). 
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Design of Experiment  

Given that domestication was analysed mainly theoretically, the authors decided that the research would capture the consumer's 

perspective on the subject and collect information about domestication from as many people as possible based on a simple 

survey. The focus was on finding evidence in favour of domestication. 

Possible evidences of domestication action in the mind of the consumer were considered to be: 

• the main criterion of acquisition in case of household products, if different than functionality; 

• recall of acquirement’s place and date, as confirmation of idea of product biography; 

• presence and remembering  of decorative products / broken products / gifts / tourist souvenirs (products with a 

significant biography); 

• concern for the aesthetic dimension of domestication; 

• acknowledgement of the moment when the product is fully integrated in the household; 

• perception of product domestication; 

• proportion of resources (time, money) in developing a newly bought house; 

• difference of significance between the product in store and the product in house; 

• acknowledgement of home as a system of practical and non-practical relationships. 

It was decided that the experimental data would be collected using a questionnaire. Due to space constraints, the questions of 

the questionnaire are indicated during the next section of the paper. 

Experimental Results  

The experiment was carried-out with 561 participants (323 female and 238 male participants). All participants were students 

enrolled at a large technical university in Romania and they were beginners in product design. The students were not 

financially rewarded for their participation in this experiment. The participants filled the same questionnaire under the 

supervision of the authors in the same interval of time. 

As can be seen in Table 1, the main criterion for purchasing a product was functionality, for both women and men. Considering 

the value obtained (76.65%), it can be appreciated that functionality is an important criterion. Harmonization with environment 

detached itself from the rest of the criteria, but did not prove to be an important criterion; and the price and brand criteria were 

insignificant. 

Table 1. Main acquisition criterion for a household product [%] 
 

[%] 
Female 

participants 

Male 

participants 
Overall 

Functionality 75.23 78.57 76.65 

Harmonization with environment 13.62 9.24 11.76 

Price 5.26 4.62 4.99 

Brand 3.10 4.20 3.57 

Innovative character 1.86 2.94 2.32 

Prestige conferred 0.93 0.42 0.71 

Table 2. Recall the place and date of acquirement [%]  

 

[%] 
Female 

participants 

Male 

participants 
Overall 

“Can you remember where you bought them / from whom you received them as a gift?” 

“Yes, I can remember” 95.67 90.76 93.58 

“No, I cannot remember” 4.33 9.24 6.42 

“Can you remember when you bought / received them?” 

“Yes, I can remember” 76.47 68.91 73.26 

“No, I cannot remember” 23.53 31.09 26.74 
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According to the data displayed in Table 2, the place of purchase or the person who made the gift were very important, 

especially for women. This confirms the findings of Csikszentmihaly (1990), namely that women are attached to objects 

received, especially from very dear people (parents and children). Not exactly important is the precise moment in time, but still 

this moment is important, the values obtained being around 70%. 

Table 3. Presence in the household of strictly decorative products [%] 

 

[%] 
Female 

participants 

Male 

participants 
Overall 

"Do you own at home non-functional products used only for display (bibelots, handicrafts, etc.)?" 

“Yes” 68.11 48.32 59.71 

“No” 30.34 43.70 36.01 

“Don’t know” 1.55 7.98 4.28 

There was a moderate interest (approx. 60%) in the display of non-functional objects (bibelots, handicraft objects, etc.). An 

open question registered the reason, respectively: beautifying the environment (63.16%), personal memory (10.86%), gift 

received (9.87%), part of a collection (6.91%), antiquity, personal creation or even “the object is loved by someone else in the 

family”. 

Table 4. Keeping broken of worn products [%] 

 

[%] 
Female 

participants 

Male 

participants 
Overall 

"Do you happen to keep a household product after it has completely broken down?" 

“Yes” 41.80 38.66 40.46 

“No” 56.66 58.40 57.40 

“Don’t know” 1.55 2.94 2.14 

Participants to experiment were less tempted to keep a completely damaged or worn product (Table 4). Those who still decide 

to keep such a product motivated their choice (selection from list): find a new use (35.63%), gift from someone dear (30.65%), 

being attached to product because of long period of use (23.37%) and expecting to sell it at a good price (10.34%). 

Table 5. Proportion of unused and unwanted gifts [%] 

 

[%] 
Female 

participants 

Male 

participants 
Overall 

“What is the proportion of gifts (such as products to be used at home) received by you and which you do 

not use or do not like?” 

0% 19.50 23.11 21.03 

25% 64.71 59.24 62.39 

50% 14.24 14.71 14.44 

75% 1.24 2.94 1.96 

100% 0.31 0.00 0.18 

The vast majority of gifts received (from the category of household products) were used and appreciated by the participants in 

the experiment (Table 5). Extremely few participants (2%) consider most of the gifts received by them unusable or not wanted. 
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Table 6. Exhibition of tourist souvenirs inside home [%] 

 

[%] 
Female 

participants 

Male 

participants 
Overall 

"Do you display tourist souvenirs inside the house?" 

“Yes” 87.62 66.39 78.61 

“No” 10.22 30.25 18.72 

“Don’t know” 2.17 3.36 2.67 

There was a strong interest in the display of tourist souvenirs (Table 6), because this category of products had a strong personal 

significance, respectively they were carriers of pleasant memories spent away from home. For this category of products, 

harmonization with the environment is problematic. 

Table 7. Placing product in household environment [%] 

 

[%] 
Female 

participants 

Male 

participants 
Overall 

“When you buy a product for home, do you think about its possible match with the environment where you 

will place it?” 

“Yes” 93.81 86.97 90.91 

“No” 4.64 10.50 7.13 

“Don’t know” 1.55 2.52 1.96 

"When you get home with a new product…" 

you know exactly where to put it and later it will 

stay there; 
62.54 60.92 61.85 

you put it in a temporary place, it will be moved 

later in the place where it will stay permanently; 
26.93 27.73 27.27 

you are convinced that it will be moved several 

times until it reaches its final place. 
10.53 11.34 10.87 

It was clear that the participants in the experiment thought at the time of purchase how to harmonize the design of the new 

product with the interior design (Table 7). In a moderate proportion, people have planned where the new product will be 

placed, and a significant proportion of the rest will move the new product only once until it reaches the final place. 

Table 8. First resource in esthetical development of a new house [%] 

 

[%] 
Female 

participants 

Male 

participants 
Overall 

participant’s good taste; 68.42 60.50 65.06 

suggestions (text or images) from 

interior decoration journals or sites; 
27.55 30.67 28.88 

positive memories accumulated after 

visits to friends or relatives; 
4.02 8.82 6.06 

The good taste of the owner / occupant of the house is the most frequently used aesthetic resource (Table 8). A significant 

proportion, but not strongly significant, also resort to the suggestions offered by more or less professional sources represented 

by interior decoration journals or sites. 
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Table 9. Moment of household product’s fully integration in the house [%] 

 

[%] 
Female 

participants 

Male 

participants 
Overall 

After 1 week 31.58 25.63 29.06 

After 1 month 23.22 29.41 25.85 

After 3 months 12.38 14.71 13.37 

After 6 months 10.22 8.40 9.45 

 After 1 year 22.60 21.85 22.28 

The data presented in Table 9 indicate that the products do not integrate quickly into the domestic environment and retain their 

novelty for a certain period. It can be estimated (summing the percentages of previous periods) that on average the product 

integrates after about 6 months. 

The participants in the experiment were asked directly and bluntly if they consider that the process of familiarization with a 

recently purchased complex product was similar to the process of domesticating a wild animal (Table 10). A significant 

proportion of participants responded negatively, considering that such a parallel was too bold. If for researchers, the process of 

product domestication is useful and operable, for ordinary people it is more difficult to comprehend. 

Table 10. Participants’ perception of product domestication [%] 

 

[%] 
Female 

participants 

Male 

participants 
Overall 

 “Do you think that the process of familiarisation with a complex product recently purchased is similar to 

the process of domesticating a wild animal?” 

“Yes” 10.53 13.03 11.59 

“No” 71.21 76.47 73.44 

“Don’t know” 18.27 10.50 14.97 

 

Table 11. The proportion of resources (time, money) in developing a newly bought house [%] 

 

[%] 
Female 

participants 

Male 

participants 
Overall 

minimum time; minimum expenses 4.64 8.82 6.42 

minimum time; the maximum expenses that 

can be afforded; 
13.31 18.91 15.69 

maximum time available; minimum 

expenses 
18.27 24.79 21.03 

maximum time available; the maximum 

expenses that can be afforded; 
63.78 47.48 56.86 

The participants in the experiment (all students) gave a moderate interest (56.86%) to the simultaneous investment of time and 

money in arranging a newly bought house (Table 11). Of the two resources, time is considered more important (or affordable?) 

in creating a pleasant environment. 
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Table 12. Difference of significance between the product in store and product in house [%] 

 

[%] 
Female 

participants 

Male 

participants 
Overall 

“Do you consider that there is a difference in significance between the product seen in the store and the 

product that arrived home as a result of the sale-purchase process?" 

“Yes” 8.98 12.61 10.52 

“No” 75.85 69.75 73.26 

“Don’t know” 15.17 17.65 16.22 

A significant majority of the participants in the experiment consider that there is no difference in significance between the 

product in the store and the product in the house (Table 12). It is obvious that for them, the process of domestication does not 

take place or does not matter. 

Table 13. The difference – for those who responded “Yes” [%] 

 

[%] Overall 

Appropriation 51.47 

Lack of appropriation 10.29 

Negative appropriation 14.71 

Hyperbolizing in store 23.53 

The few who noticed a change in meaning indicated the following aspects (open question): appropriation (“the product 

becomes mine”, “I gradually become attached to the product”, “I am the proud owner of the product”, etc.); lack of 

appropriation ("without personalization, the product remains the same as in the store"); negative appropriation (“I am 

disappointed with the product at home”); hyperbolization in the store (“the product is advantaged by placement and lighting”, 

“emphasis is placed on the brand and packaging”, etc.). 

The participants in the experiment (especially women) were aware that the products are not just a lot of functional objects, but 

are articulated in a system of (default) practical relationships and also symbolic, aesthetic relationships (Table 14). Under these 

conditions, the results indicated once again the low interest of this market segment in the process of integration the product into 

the domestic environment. 

Table 14. Acknowledgement of home as a system of non-practical relationships [%] 

 

[%] 
Female 

participants 

Male 

participants 
Overall 

“Can you think of your home as a universe of products between which there are other connections than the 

physical ones? (for example, symbolic, aesthetic, etc.) ” 

“Yes” 80.50 58.82 71.30 

“No” 10.84 27.31 17.83 

“Don’t know” 8.67 13.87 10.87 

Conclusions  

The conclusions of this experiment are relevant for the population segment that participated in the experiment, respectively 

students (young intellectuals). The main conclusion is that the product domestication process actually takes place and is 

relevant for the participants to experiment. 

There were strong and very strong evidence supporting the idea of consumer acknowledgement of product domestication 

process, but also moderate evidence. Question marks were raised by two aspects. A significant proportion of participants 
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indicated functionality as the main criterion for purchasing products, to the detriment of harmonization with the environment or 

prestige. Also, a large proportion was unable to detect the difference in significance between the product in the retailer’s 

facilities and the same product in the home environment. So, it can be concluded that the process of product domestication is 

active and acknowledged by consumers, but at a moderate level. 

Another conclusion is that men are not as interested as women in the process of product domestication. And in general, the 

experimental data indicated that men care less than women about products, their semantic aspects and the connections (other 

than physical) between products. 
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Abstract 

 
The study attempts to carry out a multidimensional comparative analysis and forecasting unemployment in the USA for 
2021. Time series of unemployment rates were analyzed, broken down into: race, age, gender and total rates. The study ends 
with a summary and conclusions.  
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Introduction 
 
The rationale for undertaking the research was the observation of the lack of multivariate comparative analyses of the 
dynamics of changes in unemployment rates caused by crises in the United States in the dynamic approach. 
The aim of the study is to conduct a multivariate comparative analysis and forecasting of unemployment in the USA for 
2021. The subject of research is the United States, and the object of research are the unemployment rates in the United States. 
Research methods were used in the form of a literature analysis, which deals with issues related to prices and unemployment, 
unemployment rates in the USA, multivariate analyses and economic security. The research tools in the form of categorized 
bar charts were used for the research. 
 
The study consists of an introduction, two content-related sections, a summary and conclusions. 
 

Analysis of the literature on the subject of the research  
 
The United States has been the militarily and economically strongest economy in the world since World War II. About 320 
million people live there. One of the important aspects of maintaining a strong US economy is certainly maintaining a suitably 
low level of unemployment. The analysis of the literature shows that the unemployed are people who are not employed, 
looking for a job, including accepting the current salary [1]. 
 
The highest unemployment rate in the United States was recorded during the Great Depression (1929-1933) and its effects 
were present until 1942. This became the basis for the study of the Great Depression in the extended period from 1929 to 
1942. The maximum unemployment rate during the crisis reached 25.59 pp. The collapse of the stock exchange, initiated by 
a wide lending campaign, which made it easy to acquire credit and overproduction, is believed to be the direct cause of the 
biggest crisis in the history of the USA. People were buying stocks en masse. The values of the companies listed on the stock 
exchange significantly exceeded their market value. The stock market crash led to stocks becoming worthless and companies 
whose stock market value was overpriced collapsed. People were losing money that way. The consequence of these events 
was the collapse of production and a dynamic increase in unemployment. The crisis spread to all sectors of the US economy 
and to the whole world. Huge overproduction, lack of interest from buyers, caused a wave of bankruptcies of companies 
around the world, including rising unemployment [11]. 
 
The next financial crisis in the United States was in 2007-2008. It also resulted in a dynamic increase in unemployment rate. 
The literature shows that its direct cause is speculation on the real estate market and high-risk loans called subprime 

mortgage, which were granted by banks to borrowers for housing purposes. They caused the speculative bubble in the market 
to burst [5].  
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The real estate market collapsed due to the fall in home prices and the failure to repay loans by borrowers. Banks began to 
take over unpaid flats, the price of which was underestimated and did not cover the value of the loans taken. Thus, the crisis 
began to deepen. The ensuing situation led to huge losses of banks and forced the US authorities to carry out rescue actions. 
The crisis was felt all over the world. It led to the fall in dollar prices. For the first time in history, the price of 1 euro was 
1.5 dollars. Thus, the zloty exchange rate increased against the dollar. The price of crude oil has reached $ 100 a barrel.  
 
The next US crisis came in 2020. It is caused by a pandemic of an infectious disease called COVID-19. The first cases of 
the disease appeared in China in the city of Wuhan. [8]. The disease tends to spread rapidly. On March 11, 2020, the World 
Health Organization announced the global COVID-19 pandemic. [6]. The chaos, in its broadest sense, appears in the world. 
Countries are not prepared to fight the disease [3]. National borders are being gradually closed. Passenger air transport is 
being stopped. The prices of some disinfection products are soaring due to panic and high demand. The price of one barrel 
of crude oil drops to $ 9. [2] Along with continuing restrictions, unemployment is rising. It can especially be seen in the 
United States, where in April the unemployment rate reached the level of 14.7 percentage points. Many countries around the 
world have seen the collapse of small businesses in the hospitality, catering and education sectors. Transport companies have 
suffered huge losses. My own observations and experience show that the continuing pandemic will most likely lead to their 
collapse, and the only salvation will be the interventions of individual countries and coordinated long-term international 
agreements in this regard.  
 
Since the 1970s, the United States has been systematically collecting data on the unemployment rates in the United States, 
broken down by race (Blacks, Whites, Asians, Hispanic), age and gender [10]. Monthly data on unemployment rates by age, 
gender and race in the US in 2000-2020 were taken from the website [12] and analyzed for comparative analysis. 
 
Considering the three largest financial crises in the US presented, it can be concluded that the highest unemployment was 
recorded in two of them. These are the crises observed in 1929-1942 (Great Depression) and 2020 (COVID-19 pandemic). 
For this purpose, two time series depicting the years 1929-1942 (total unemployment rates) and 2000-2020 (total 
unemployment rates as well as broken down by race, age and gender) were adopted for the comparative analysis. The research 
was conducted in the aspect of economic security.  
 
In literature, economic security is considered to be a state of development of the national economic system, which guarantees 
the efficiency of its functioning through the use of internal development factors, including the ability to resist external 
pressures that may lead to development disorders [7]. 
 
A multivariate comparative analysis was used for the research. Its purpose is to provide decision makers with tools that 
facilitate the solution of decision problems in situations where there are different criteria for assessing decision options. [4].  
The research began with a analysis of data on the total unemployment rate in the US in 2000-2020. 
 

A multivariate comparative analysis of unemployment rates in the United States 
 
Figure 1 show the total unemployment rates in the USA from September 2000 to September 2020.  
 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

9



2
0

0
0
 S

e
p

te
m

b
e
r

2
0

0
1
 F

e
b

ru
a

ry

2
0
0
1
 J

u
ly

2
0
0

1
 D

e
c
e

m
b

e
r

2
0
0
2

 M
a
y

2
0
0
2

 O
c

to
b

e
r

2
0
0
3

 M
a
rc

h

2
0
0

3
 A

u
g
u

s
t

2
0
0
4

 J
a
n
u
a

ry

2
0
0
4
 J

u
n
e

2
0
0

4
 N

o
v
e

m
b

e
r

2
0
0
5

 A
p

ri
l

2
0

0
5
 S

e
p

te
m

b
e
r

2
0

0
6
 F

e
b

ru
a

ry

2
0
0
6
 J

u
ly

2
0
0

6
 D

e
c
e

m
b

e
r

2
0
0
7

 M
a
y

2
0
0
7

 O
c

to
b

e
r

2
0
0
8

 M
a
rc

h

2
0
0

8
 A

u
g
u

s
t

2
0
0
9

 J
a
n
u
a

ry

2
0
0
9

 J
u
n
e

2
0
0

9
 N

o
v
e

m
b

e
r

2
0
1
0

 A
p

ri
l

2
0

1
0
 S

e
p

te
m

b
e
r

2
0

1
1
 F

e
b

ru
a

ry

2
0
1
1
 J

u
ly

2
0
1

1
 D

e
c
e

m
b

e
r

2
0
1
2

 M
a
y

2
0
1
2

 O
c

to
b

e
r

2
0
1
3

 M
a
rc

h

2
0
1

3
 A

u
g
u

s
t

2
0
1
4

 J
a
n
u
a

ry

2
0
1
4

 J
u
n
e

2
0
1

4
 N

o
v
e

m
b

e
r

2
0
1
5

 A
p

ri
l

2
0

1
5
 S

e
p

te
m

b
e
r

2
0

1
6
 F

e
b

ru
a

ry

2
0
1
6
 J

u
ly

2
0
1

6
 D

e
c
e

m
b

e
r

2
0
1
7

 M
a
y

2
0
1
7

 O
c

to
b

e
r

2
0
1
8

 M
a
rc

h

2
0
1

8
 A

u
g
u

s
t

2
0
1
9

 J
a
n
u
a

ry

2
0
1
9

 J
u
n
e

2
0
1

9
 N

o
v
e

m
b

e
r

2
0
2
0

 A
p

ri
l

2
0

2
0
 S

e
p

te
m

b
e
r

2

4

6

8

10

12

14

16

2020 February 3,5

2020 March 4,4

2020 April 14,7

2020 May 13,3

2020 June 11,1

2020 July 10,2

2020 August 8,4

2020 September 7,9

 

Fig. 1: Categorized line graph of the total unemployment rate in the USA from September 2000 to September 2020 

 
The arithmetic mean of the unemployment rate in the USA in the period from September 2000 to September 2020 was 6.04 
pp, while: median 5.5 pp, minimum value 3.5 pp, maximum 14.7 pp, standard deviation from the arithmetic mean 1.99 pp. 
It is important that in 2020 from February to April there was an increase in unemployment in the USA by 11.2 pp. Such a 
dynamics of unemployment growth in the USA has not been observed so far in history. This increase was triggered by the 
COVID-19 pandemic. An infectious disease led to a situation where about 45.7 million unemployed were recorded there 
[https://polskieradio24.pl/5/1223/Artykul/2534741,Koronawirus-w-USA-457-miliona-bezrobotnych-z-powodu-COVID19; 
the state as of 10.26.2020].  
 
One of the criteria by which the US statistical offices record unemployment is gender and age. For research purposes, Figure 
2 presents a categorized line graph of US unemployment for: men over 20, women over 20, and people aged 16 to 19. 
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Fig. 2: The categorized line chart of US unemployment for: men over 20, women over 20,  

and people aged 16 to 19 in pp. 

 
Figure 2 shows that the highest unemployment rate is in the group of people aged 16 to 19, where the median was 16.7 pp. 
On the other hand, the two remaining groups, in which the unemployment rate of men and women over 20 years of age was 
analyzed, are similar, with a tendency to change the size alternately. The median in the group of men was 5 pp, while in the 
group of women it was lower and reached 4.8 pp. The highest increase in the dynamics of the unemployment rate can be 
seen in the period from February to April 2020. The strongest growth dynamics of the unemployment rate was observed in 
the group of people aged 16 to 19, where the increase in the above-mentioned period amounted to 20.9 pp. The inflation rate 
increased to 31.9 pp. In the second place in the ranking of the strongest growth rate of the unemployment rate in the USA is 
the group of women over 20 years of age. The unemployment rate increased to 15.5 pp, and the increase from February to 
April 2020 was by 12.4 pp. The third group with the lowest growth dynamics were men over 20 years of age. In April 2020, 
the unemployment rate was recorded at the level of 13 pp, and the increase from February to April 2020 was by 9.7 pp.  
 
An interesting observation is that during the global financial crisis of 2007-2009, the unemployment rate for men was higher 
than for women. However, during the COVID-19 pandemic, the opposite situation is true. 
 
Another criterion by which the statistical offices in the United States register unemployment are divisions by race: white 
people, black people and African Americans, Asians, Latinos. This became the basis for the research, the results of which 
are presented in Figure 3. 
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Fig. 3: The categorized line chart of US unemployment for: white people, black people and African Americans, 

Asians, Latinos in percentage points 

 
The data presented in Figure 3 shows that the highest unemployment rate is in the group of black people, where the median 
is 10.1 pp (data measured from September 2000 to 2020). The second largest group in terms of unemployment is the Latin 
American group with a median of 6.8 pp. The third place is the group of white people with a median result of 4.7 pp. The 
lowest unemployment rate is in the Asian group at 4.2 pp. The COVID-19 pandemic has resulted in the situation that the 
ranking of the analyzed groups in terms of the highest unemployment rate in the USA has changed. In April 2020, the highest 
unemployment rate with the result of 18.9 pp was recorded in the Latin American group. The group of black people was in 
second place with the result of 16.7 pp. The group of Asians ranks third in terms of the highest unemployment rate in April 
2020. On the other hand, the lowest unemployment was recorded in the group of people with white skin, where in April 2020 
the inflation rate was 14.2 pp. 
 

In order to compare unemployment in the years 1929-42 and 2000-2020, Table 1 was presented, which compares nine 
dependent variables regarding the unemployment rate in the USA in the period from September 2000 to September 2020: 
total, men over 20, women over 20 and people aged 16 to 19, white people, black people, and African Americans, Asians, 
Latinos, and the total unemployment rate from April 1929 to June 1942. 
 

Table 1: Descriptive statistics of the unemployment rate in the USA from September 2000 to September 2020 (Asian 

- January 2003-September 2020)  and from April 1929 to June 1942  

 

Unemployment USA  Date N 
Arithmetic 

average 
Median Minimum Maximum 

Standard 

deviation 

Men, 20 years and over 09.2000 - 09. 2020 241 5,67 5,00 3,10 13,00 2,09 

Women, 20 years and over 09.2000 - 09. 2020 241 5,34 4,80 3,10 15,50 1,80 

16 to 19 years old 09.2000 - 09. 2020 241 18,12 16,70 11,00 31,90 4,34 

White 09.2000 - 09. 2020 241 5,36 4,70 3,10 14,20 1,85 

Black or African American 09.2000 - 09. 2020 241 10,53 10,10 5,40 16,80 3,01 

Asian 01.2003 – 09.2020 213 4,85 4,20 2,10 15,00 2,08 

Hispanic or Latino 09.2000 - 09. 2020 241 7,61 6,80 3,90 18,90 2,70 
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Total: 2000-2020 09.2000 - 09. 2020 241 6,04 5,50 3,50 14,70 1,99 

Total: 1929-1942 04.1929 – 06.1942 159 14,06 15,49 0,04 25,59 6,71 

 
Table 1 shows that the unemployment rate in the US in the period from September 2000 to September 2020 is lower than 
the rates recorded in the period from April 1929 to June 1942. Analyzing the unemployment divisions applied in the USA, 
it can be observed that the unemployment rate among people aged 16 to 19, measured from September 2000 to September 
2020, is higher (the median is 16.7 pp, the maximum value of 31.9 pp) from the total unemployment rate recorded from April 
1929 to June 1942 (the median is 15.5 pp, the maximum value is 25.59 pp). The highest point of the unemployment rate in 
the history of the USA was recorded in the group of people aged 16 to 19 in April 2020 and reached the level of 31.9 pp.  
 
Since May 2020, the unemployment rate in the USA has decreased, where the number of unemployed has decreased by 2.1 

million people. This is the result of a partial resumption of economic activity after the collapse in March and April due to 

the infectious disease COVID-19. In April 2020, the total unemployment rate was 14.7 pp, and economists predicted that it 

would rise to 20 pp in May. But it did not happen in reality  

The next phase of the research is to forecast the total unemployment rate in the USA for fifteen future periods (October 2020 
to December 2021).  
 

Forecasting unemployment rates in the United States 
 
The primary time series was tested for its analysis and evaluation. The conducted analyses allow for selecting the ARIMA 
model for forecasting. The constructed model was based on the first degree differentiation, logarithmization and seasonal 
lag and took the form of ARIMA (0,1,0) (0,0,1) at the 12th level. The forecast is outlined in Figure 5. 
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Fig. 4: Forecasting with the ARIMA model (0,1,0) (0,0,1) 12 (D-1) ln (x) the unemployment rate in the USA for the 

period from October 2020 to December 2021 in percentage points 
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The forecasts performed (Fig. 4) show that the unemployment rate observed during the COVID-19 pandemic shall decrease. 
The arithmetic average of the obtained forecast is 6.22 percentage points. However, the median is lower and amounts to 5.7 
pp. The maximum value of the forecast of the unemployment rate in the USA for November 2020 shall amount to 7.92 pp. 
The lowest unemployment rate in the USA in the analyzed period should be in April 2021 at 4.29 pp. The standard deviation 
from the arithmetic mean should be 1.36 pp.  
 

Summary and conclusions 
 
The conducted research shows that the arithmetic average of the unemployment rate in the USA in the period from September 
2000 to September 2020  was 6.04 pp, while the median was 5.5 pp. 
 
Considering unemployment by age and gender, it can be observed that the highest unemployment rate is in the group of 
people aged 16 to 19, where the median was 16.7 pp. On the other hand, the time series of the unemployment rates in the 
groups of men and women over the age of 20 are similar, with the tendency of alternating changes in size. The median in the 
group of men was 5 pp, while in the group of women it was lower and reached 4.8 pp.  
 
An important observation is that during the global financial crisis of 2007-2009, the unemployment rate for men was higher 
than for women. However, during the COVID-19 pandemic, the opposite situation was true. 
 
Considering the unemployment rate by race (2000-2019), it can be observed that the highest unemployment rate is among 
black people, where the median is 10.1 pp. Latinos are second with a median of 6.8 pp. The third place is occupied by white 
people with a median result of 4.7 pp. The lowest unemployment rate is in the Asian group and the median is 4.2 pp. The 
COVID-19 pandemic has resulted in a change in the rankings maintained in the US in the years 2000-2019. In April 2020, 
the highest unemployment rate with the result of 18.9 pp was recorded in the Latin American group. The group of black 
people was in second place with the result of 16.7 pp. The group of Asians ranks third in terms of the highest unemployment 
rate in April 2020. On the other hand, the lowest unemployment was recorded in the group of people with white skin, where 
in April 2020 the inflation rate was 14.2 pp. 
 
When assessing the multivariate comparative analysis, it was observed that the unemployment rate in the United States of 
people aged 16 to 19, measured from September 2000 to September 2020, is higher (the median is 16.7 pp, the maximum 
value is 31.9 pp) than the unemployment rate the total recorded from April 1929 to June 1942 (the median is 15.5 pp, the 
maximum value is 25.59 pp). The highest point in the unemployment rate in US history was recorded in the group of people 
aged 16 to 19 in April 2020 and reached 31.9 pp. It should be emphasized that during the Great Depression, only the total 
unemployment rate was measured. 
 
The study forecasts the total unemployment rate in the USA for the period from October 2020 to December 2021. The 
obtained forecast shows that the unemployment rate shall take a downward trend (Fig. 4). The arithmetic average of the 
obtained forecast is 6.22 percentage points. On the other hand, the median is lower and reached the level of 5.7 pp. The 
standard deviation from the arithmetic mean should be 1.36 pp. 
 
Observing the financial crises in the world and in the USA at various times, it can be seen that there is instability in financial 
and economic markets despite the functioning of governments and central banks as rescue measures for individual countries. 
Instability arises from the drastic and unexpected changes that have occurred in recent decades. The aim of the governments 
of countries is to make decisions as quickly as possible and to use forces and resources to undergo the changes encountered, 
most often of a qualitative nature, and return to the states observed before the crisis. Overcoming the COVID-19 pandemic 
must be dictated by obtaining an effective cure for an infectious disease that will stave off the disease and the fear of its 
spread. From that moment on, it will be possible to fully start all sectors of the economy. 
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Abstract 
 

The study attempts to analyze the world population and fatalities caused by air pollution from a security perspective. 

Multidimensional comparative analyses were used for this purpose. The primary data were grouped and separated. The data 

have also been ranked. The study ends with a summary and conclusions. 
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Introduction 
 

The rationale for undertaking the study was to observe the lack, in the literature, of multidimensional comparative analyses 

concerning the world population, including the number of fatalities caused by air pollution, from a security perspective. 

 

The aim of the study is to carry out a multidimensional comparative analysis of the world population, including fatalities 

caused by air pollution, from a security perspective. The countries of the world are the subject of the research, and the world 

population and the percentage of fatalities caused by air pollution are the object of the research. 

 

The study uses research methods in the form of a literature analysis, which deals with issues related to the global population, 

multidimensional analysis and security. The following research tools were used: categorized line charts and categorized bar 

charts. 

The study consists of an introduction, three content-related sections, a summary and conclusions. 

 

Analysis of the literature on the subject of the research from a security perspective  
 

S. Tongur and G. Kara note that the environment in the 21st century has changed a lot and that life in it is very different from 

that of previous generations [5]. Global population growth and economic growth are leading to many environmental changes, 

such as air, water, soil and nutrient pollution. According to J. Baillie and Y. Zhang, the number of people in the world is 7.8 

billion in 2020 and will rise to around 10 billion by 2050. [1]. This affects the security of people and countries. The literature 

analysis shows that safety is considered to be the certainty of existence and survival, the state of ownership and the 

functioning and development of an entity [8]. 

 

Literature and news headlines have identified air pollution effects, which mainly include an increase in fatalities of people 

through the spread of PM 2.5 or ozone. [11; 12; 14]. 

 

One of examples of the force of air pollution on people are the events of 1952 in London, where smog (caused by coal-fired 

heating of flats and houses) killed between 4,000 and 12,000 inhabitants. Since then, air pollution in Europe has changed 

significantly in terms of both composition and concentration [4]. 

 

Until the 1960s, the most common form of air pollution in large urban agglomerations in Europe was the burning of coal. 

Coal was gradually replaced by natural gas, large deposits of which were discovered in the 1960s in the North Sea and north-

eastern parts of the Netherlands. Motor vehicle traffic, air traffic, which has become a major source of air pollution through 

emissions of PM 10, PM 2.5, carbon dioxide and nitrogen, has started to increase in Europe and worldwide.  

 

In Third World countries, coal is still used as a heating medium. There is a huge problem with sewage treatment plants and 

lack of drinking water. It should be stressed that there are no sewage treatment plants in the poorest countries and that people 

are exposed to diseases that cause fatalities. Despite technological developments, air pollution still poses a major threat to 

people. [9;2]. It affects public health, but the causal contribution to the air pollution mix is subject to the debate. [3]. 
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The largest country in terms of population is China. The current population of China is around 1,393 million people. An 

important aspect is that air quality is a major environmental problem in China, where premature deaths due to air pollution 

have exceeded 1 million people per year in recent years - caused, among other things, by emissions of PM2.5. [7]. 

 

India is the second largest country in the world in terms of population. In this case, problems relating to urban air pollution 

are particularly serious ones, too. [6]. 

 

The study attempts a multidimensional analysis of the world and European population in terms of fatalities caused by air 

pollution.  

 

Multidimensional analysis of the world population 
 

The research started with a linear chart (Figure 1) of primary data on the total world population between 1960 and 2019. 
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Fig. 1. Linear chart of the world population between 1960 and 2019 

 

Based on the data shown in Figure 1 we can see a linear trend in the total number of people in the world between 1960 and 

2019. In 1960, the total number of people in the world was 3,031,437,775 and in 2019 it reached 7,673,533,972. Between 

1960 and 2019, the number of people increased by 2.53 times, that is to say by 4,642,096,197. 

 

A further stage of research was the ranking of the world countries in terms of their population (Fig. 2-5). 
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Fig. 2. The categorized bar chart of primary data on the country ranking in terms of their populations in 2019 

[items 1 to 2] 

 

Figure 2 shows that the leaders in terms of world population are two Asian countries: China and India. China has a population 

of 1,397,715,000 and India 1,366,417,754.  

 

Then Figure 3 shows the ranking, in terms of population, of the successive countries of the world from place 3. 
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Fig. 3. The categorized bar chart of primary data on the country ranking in terms of their populations in 2019 

[items 3 to 42] 

 
The third place in the ranking in terms of population is occupied by the United States (Figure 3). The population of the United 

States in 2019 was 328,239,523, which makes approximately 23% points of the population of China. The fourth country in 

the ranking is Indonesia with 270,625,566. In fifth place is Pakistan, where the population is 211,049,527. Another country 

in the ranking of over 200 million inhabitants is Brazil. The Brazilian population in 2019 was 200,963,599. The rest of the 

world had a population of less than 200 million. 

 

For illustrative purposes, the number of countries was aggregated into population ranges (Figure 4).  
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Fig. 4. The categorized bar chart of primary data on the number of all countries in the world, in the individual 

population ranges in 2019 

 
Figure 4 shows that 87% of all countries in the world (187) have a population below 50 million. However, there are 14 

countries in the group between 50 and 100 million, or around 6.5% of the total number of countries. There are six countries 

between 150 and 350 million. The two largest ones (China and India) are also be seen, which are between 1,110 and 1,400 

million inhabitants. 

The population of 32 European countries was then ranked and included in the world ranking. 
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Fig. 5. Categorized bar chart of primary data on the country ranking in terms of their populations in 2019 in 

European countries [Explanatory variables ranking - axis X2 - the worldwide country ranking; axis X3 - the 

European country ranking] 

 

The observation of the information in Figure 5 shows that Germany is the leader in terms of population in Europe. The 

German population in 2019 was 83,132,799. Considering all the countries of the world in the ranking in terms of population, 

Germany ranks 28th. France is the second country in the European population ranking with the result of 67,059,887. In the 

world ranking, however, it is in the 31st place. The United Kingdom (66,834,405) and Italy (60,297,396) occupy the next 

two places in both European and world rankings. The Spain (47,076,781) is ranked fifth one in the European ranking and 

39th in the world. Poland is in sixth place in the European ranking and in 48th in the world in terms of population with a result 

of 37,970,874. In a further twenty six European countries, the population is below 20 million.  

 

For illustrative purposes, the number of European countries was aggregated into population ranges (Figure 6).  
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Fig. 6. The categorized bar chart of primary data on the population of European countries in the individual 

population ranges in 2019 

 

Figure 6 shows that 28 European countries (88% of all European countries) have a population below 50 million. The 

population in the other four countries ranges from 50 million to 100 million.  

 

A further phase of the research was to rank countries (including regions) in terms of their mid-year population density divided 

by area in square kilometers in 2018 (Figure 7-8). 
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Fig. 7. The categorized bar chart of primary data on the country ranking in terms of their mid-year population 

density divided by area in square kilometers in 2018 [items 1 to 5] 

 
The highest population density in the world is in Macao SAR in China, with 20,778 people per square kilometer. In second 

place with 7,953 score is Singapore. Third place is taken by the Hong Kong SAR in China - 7,096. The fourth most populous 

place in terms of population density is Gibraltar, with 3,372 people per square kilometer. Whereas Bahrain is in the fifth 

place in the ranking with the result of 2017 (number of people per square kilometer). 
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Fig. 8. The categorized bar chart of primary data on the country ranking in terms of their mid-year population 

density divided by area in square kilometers in 2018 [items 6 to 50]. 

 

Figure 8 shows that the Maldives is in sixth place in terms of population density in the world. There are about 1,719 people 

per square kilometer. The seventh place in the ranking is occupied by Malta with the result of 1,514 people per square 

kilometer. In eighth place is Bangladesh with the result of 1,240 people per square kilometer. Ninth place is occupied by 

Bermuda with a score of 1,184 people per square kilometer. The rest of the countries of the world have less than 1,000 people 

per square kilometer. 

A further phase of the research was to rank the countries in Europe in terms of population density, in mid-year, divided by 

the area in square kilometers in 2018 (Figure 9). 
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Fig. 9. The categorized bar chart of primary data on the ranking of countries in Europe in terms of their mid-year 

population density divided by area in square kilometers in 2018 [ranking the explanatory variables - axis X2 - the 

worldwide country ranking; axis X3 - the European country ranking] 

 
Figure 9 shows that the highest population density in Europe is in Malta with 1,514 people per square kilometer. In the world 

ranking, Malta is ranked 7th in terms of population density. The Netherlands is the second one in the European ranking and 

the 19th in the world. The population density per square kilometer is 511 people. Belgium ranks third in Europe and the 27th 

in the world in terms of population density. The population density per square kilometer is 377 people. Another six European 

countries (UK, Luxembourg, Germany, Liechtenstein, Switzerland and Italy) have population densities ranging from 205 to 

275 people per square kilometer. Other European countries have a population density of less than 136 people per square 

kilometer.  

 

The next stage of the research is the multidimensional analysis of the number of fatalities in the world. 

 

Multidimensional analysis of the number of fatalities worldwide 
 

Figure 10 shows a bar chart of primary data on the arithmetic average, in percentage, of the highest number of fatalities 

caused by air pollution in the world in 42 countries between 1990 and 2017. 

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

22



 

 

C
h

in
a

S
o

lo
m

o
n

 I
s
la

n
d

s

N
e

p
a

l

B
a

n
g

la
d

e
s
h

L
a

o
s

T
a

jik
is

ta
n

A
fg

h
a

n
is

ta
n

P
a

p
u

a
 N

e
w

 G
u

in
e

a

C
a

m
b

o
d

ia

In
d

ia

O
c
e

a
n

ia

T
im

o
r

B
a

h
ra

in

E
g

y
p

t

M
y
a

n
m

a
r

S
a

o
 T

o
m

e
 a

n
d

 P
ri
n

c
ip

e

U
z
b

e
k
is

ta
n

V
a

n
u

a
tu

A
rm

e
n

ia

M
a

d
a

g
a

s
c
a

r

B
h

u
ta

n

K
y
rg

y
z
s
ta

n

G
u

in
e

a

B
o

s
n

ia
 a

n
d

 H
e

rz
e

g
o

v
in

a

M
o

n
g

o
lia

G
e

o
rg

ia

K
ir
ib

a
ti

F
iji

G
u

a
te

m
a

la

M
a

c
e

d
o

n
ia

K
u

w
a

it

P
h

ili
p

p
in

e
s

T
u

rk
e

y

A
z
e

rb
a

ija
n

H
ig

h
-m

id
d

le
 S

D
I

C
o

m
o

ro
s

Q
a

ta
r

S
e

rb
ia

V
ie

tn
a

m

C
h

a
d

S
a

m
o

a

P
a

k
is

ta
n

0 1 2 3 4 5 6 7 8 9

1
0

1
1

1
2

1
3

1
4

1
5

1
6

1
7

1
8

1
9

2
0

2
1

2
2

2
3

2
4

2
5

2
6

2
7

2
8

2
9

3
0

3
1

3
2

3
3

3
4

3
5

3
6

3
7

3
8

3
9

4
0

4
1

4
2

8

9

10

11

12

13

14

14,22

13,97

13,18

12,78

12,72

12,41

12,41

12,27

 

Fig. 10. The categorized bar chart of primary data on an arithmetic average, in percentage points, of the highest 

number of worldwide fatalities caused by air pollution in 42 countries 

 between 1990 and 2017 

 

Figure 10 shows the 42 leaders with the highest arithmetic average between 1990 and 2017 in percentage points of fatalities 

caused by air pollution worldwide. The leader of the classification is China with a score of 14.22% points. Next: Solomon 

Islands 13.97% points, Nepal 13.18% points, Bangladesh 12.78% points, Laos 12.72% points, Tajikistan 12.41% points, 

Afghanistan 12.41% points, Papua New Guinea 12.27% points, Cambodia 12.26% points and India as the tenth country in 

the ranking with 12.16% points. The other world leaders in this classification - 32 countries (Figure 11) - ranged from 9.20% 

points to 11.90% points. 

 

In the analysis 187 dependent variables (countries) were examined. The arithmetic averages obtained for each country were 

between 2% and 15% points. The highest values of the arithmetic averages apply to countries in South Asia, East Asia and 

Africa.  

 

The research started with a categorized bar chart (Figure 11), which includes the comparison of the data in percentage points 

for the highest number of fatalities caused by air pollution in 42 countries in the world in 2017 and the ranking. 
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Fig. 11. The categorized bar chart of primary data in % point on the highest number of fatalities caused by air 

pollution in 42 countries worldwide in 2017 

 

Figure 11 shows the share of fatalities attributed to air pollution worldwide in 2017. The leader of the classification is Nepal, 

where fatalities due to air pollution accounted for 14.05% points. Bangladesh comes second with 13.83% points. Solomon 

Islands are in third place, with 13.48% points of fatalities are caused by pollution. The next 11 countries are between 10.68% 

and 12.68% points. The remaining 28 countries are included in the range from 8.68% to 10.68% points. The most frequent 

value (median) attributed to fatalities caused by air pollution in the 42 countries analyzed was 9.855% points. The standard 

deviation from the arithmetic average was 1.47%. 

 

For illustrative purposes, the ranking of 32 European countries with the highest number of air pollution-related fatalities was 

made (Figure 12).  
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Fig. 12. The categorized bar chart of primary data on fatalities in 32 European countries, caused by air pollution in 

2017, in percentage (ranking the explanatory variables - axis X2 - the worldwide country ranking; axis X3 - the 

European country ranking) 

 

Figures 11 and 12 show that in the 32 European countries concerned, the number of fatalities caused by air pollution is lower 

than in the 42 world leader countries. The leader of the European classification shown in Figure 12 is Hungary, where 6.37% 

points of fatalities are due to air pollution. In the world classification, Hungary was ranked 114th. Poland is ranked 2nd in 

Europe and 155th in the world with the score of 6.25% points. Croatia ranks third in Europe and 125th in the world with the 

score of 6.03% points. The next ranked 23 European countries were between 3.28 and 5.96 ug/m3. Six more countries are 

classified between 2.05% points and 2.96% points in the ranking of European countries. In the world classification, the 32 

European countries considered were placed in the ranking range from 114 to 187 position.  

 

A further stage of the research is the median of the highest PM2.5 air pollution in urbanized areas in 2016 in ug/m3 (Fig. 13 

and 14). 

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

25



 

 

N
e

p
a

l
Q

a
ta

r
S

a
u

d
i 
A

ra
b

ia
E

g
y
p

t
N

ig
e

r
B

a
h

ra
in

In
d

ia
C

a
m

e
ro

o
n

Ir
a

q
A

fg
h

a
n

is
ta

n
K

u
w

a
it

B
a

n
g

la
d

e
s
h

P
a

k
is

ta
n

C
e

n
tr

a
l 
A

fr
ic

a
n

 R
e

p
u

b
li
c

C
h

in
a

C
h

a
d

M
o

n
g

o
li
a

E
q

u
a

to
ri

a
l 
G

u
in

e
a

U
g

a
n

d
a

S
u

d
a

n
N

ig
e

ri
a

Y
e

m
e

n
T

a
ji
k
is

ta
n

L
ib

y
a

M
a

u
ri

ta
n

ia
T

u
rk

e
y

E
ri

tr
e

a
D

ji
b

o
u

ti
S

o
u

th
 S

u
d

a
n

R
w

a
n

d
a

S
e

n
e

g
a

l
G

a
b

o
n

D
e

m
o

c
ra

ti
c
 R

e
p

u
b

li
c
 o

f 
th

e
 C

o
n

g
o

S
y
ri

a
n

 A
ra

b
 R

e
p

u
b

li
c

U
n

it
e

d
 A

ra
b

 E
m

ir
a

te
s

C
o

n
g

o
B

u
rk

in
a

 F
a

s
o

O
m

a
n

T
u

n
is

ia
B

u
ru

n
d

i
B

h
u

ta
n

M
y
a

n
m

a
r

A
lg

e
ri

a
Ir

a
n

 (
Is

la
m

ic
 R

e
p

u
b

li
c
 o

f)

- 1 2 3 4 5 6 7 8 9
1

0
1

1
1

2
1

3
1

4
1

5
1

6
1

7
1

8
1

9
2

0
2

1
2

2
2

3
2

4
2

5
2

6
2

7
2

8
2

9
3

0
3

1
3

2
3

3
3

4
3

5
3

6
3

7
3

8
3

9
4

0
4

1
4

2
4

3
4

4

20

40

60

80

100

99,5

91,7

86,7

79,6

73,0

69,0

68,0

65,4

60,1

59,9

58,9

58,6

56,2

51,2

51,0

50,8

49,5

49,1

48,7

46,8

46,3

44,3

42,8

41,7

41,7

41,2

41,1

41,0

40,9

40,7

39,7

37,8

37,4

37,4

37,2

36,4

36,3

36,2

35,7

35,6

35,4

34,6

34,5

34,4

 

Fig. 13. The categorized bar chart of primary data on the median of the highest PM2.5 air pollution in urbanized 

countries worldwide (population-weighted) [ug/m3] in 2016 

 
The leader of the ranking shown in figure 13 is Nepal with the result of 99.46 ug/m3. Second place is Qatar with the result 

of 91.66 ug/m3. In third place is Saudi Arabia, where the median of the highest PM2.5 air pollution in urbanized areas is 86.73 

ug/m3. The remaining ranked 41 countries were between 34.39 and 79.65 ug/m3. It should be stressed that the ranking of the 

44 countries under consideration includes countries mainly from Asia and Africa. 

 

In the ranking of 44 world leaders, in terms of the median of the largest PM2.5 air pollution in urban areas, European countries 

are missing. This became a premise for the ranking of 32 European countries in terms of the highest PM2.5 air pollution in 

urbanized areas. 
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Fig. 14. The categorized bar chart of primary data on the median of the highest PM2.5 air pollution in urbanized 

European countries (population-weighted) [ug/m3] in 2016 [ranking the explanatory variables - axis X2 - the 

worldwide country ranking; axis X3 - the European country ranking] 
 
The largest median of PM2.5 air pollution in urbanized areas of European countries is in Poland. Poland is in the 92nd position 

in the world ranking. It reached the result of 21.53 ug/m3. Slovakia is ranked 2nd in the European ranking and 118th in the 

world ranking with the result of 18.04 ug/m3. Whereas Croatia is ranked 3rd in the European ranking and 120th in the world 

with the result of 17.61 ug/m3. The remaining 28 countries were between 5.87 and 17.12 ug/m3. Iceland is at the lowest 

position in the ranking with 5.87 ug/m3. 

 

Summary and conclusions 
 

The research has shown that the leaders in terms of world population are two Asian countries: China and India. China has a 

population of 1,397,715,000 and India 1,366,417,754. Worldwide, 87% of all countries (187) have a population below 50 

million. However, there are 14 countries in the group between 50 and 100 million, or around 6.5% of the total number of 

countries. There are five countries between 150 and 350 million. An important aspect is that 28 European countries (88% of 

all European countries) have a population below 50 million. In the other four countries, the population is between 50 million 

and 100 million.  

 

The highest population density in the world is in Macao SAR in China, with 20,778 people per square kilometer. Singapore 

comes second with 7,953 people per square kilometer. Third place is taken by the Hong Kong SAR in China with a score of 

7,096. The fourth most populous place in terms of population density is Gibraltar, with 3,372 people per square kilometer. 

Whereas Bahrain is in the fifth place in the ranking with the result of 2,017 (number of people per square kilometer). The 

highest population density in Europe is in Malta with 1,514 people per square kilometer. In the world ranking, Malta is 

ranked 7th in terms of population density. 
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The leader of the classification of fatalities due to air pollution is Nepal. In this country, 14.05% points of fatalities were 

caused by this origin. Bangladesh comes second with 13.83% points. Solomon Islands are in third place, with 13.48% points 

of fatalities due to pollution. The next 11 countries are between 10.68% and 12.68% points. The remaining 28 countries are 

included in the range from 8.68% to 10.68% points. The most common value (median) of fatalities caused by air pollution 

in the 42 countries analyzed was 9.855 percentage points. The standard deviation from the arithmetic average was 1.47%. 

 

The leader of the European classification for fatalities caused by air pollution is Hungary, where 6.37% points of fatalities 

are due to air pollution. In the world classification, Hungary was ranked 114th. Poland is ranked 2nd in Europe and 155th in 

the world with a score of 6.25% points. Croatia ranks third in Europe and 125th in the world with the score of 6.03% points. 

The next ranked 23 European countries were between 3.28 and 5.96 ug/m3. Six more countries are classified between 2.05% 

points and 2.96% points in the ranking of European countries. In the world classification, the 32 European countries 

considered were placed in the ranking range from 114 to 187 position.  

 

The leader of the ranking of the median of the highest PM2.5 air pollution in urbanized countries in the world is Nepal with 

the result 99.46 ug/m3. Second place is Qatar with the result of 91.66 ug/m3. In third place is Saudi Arabia, where the median 

of the highest PM2.5 air pollution in urbanized areas is 86.73 ug/m3. The remaining ranked 41 countries were between 34.39 

and 79.65 ug/m3. It should be stressed that the ranking of the 44 countries under consideration includes countries mainly 

from Asia and Africa. 

 

The largest median of PM2.5 air pollution in urbanized areas of European countries is in Poland. Poland is in the 92nd position 

in the world ranking. It reached the result of 21.53 ug/m3. Slovakia is ranked 2nd in the European ranking and 118th in the 

world ranking with the result of 18.04 ug/m3. Whereas Croatia is ranked 3rd in the European ranking and 120th in the world 

ranking with the result of 17.61 ug/m3. The remaining 28 countries were between 5.87 and 17.12 ug/m3. Iceland is at the 

lowest position in the ranking with 5.87 ug/m3. 

 

Research shows that the highest number of fatalities caused by air pollution occurs in Asian and African countries. 

Economically developed countries have introduced changes to the heating system of flats and houses. In addition, they use 

and modernize technologies related to the power supply of equipment used for road and air transport. In order to operate, 

companies must comply with increasingly stringent environmental requirements. The result is that the mortality rate in these 

countries, caused by pollution, is lower than in the Third World. 
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Abstract 

 
Facebook has become a center for information sharing and social interaction not only between relatives and friends, but 
also between professionals. In this context, an exploratory quantitative study was carried out with an online survey 
distributed to 89 students from the University of Algiers 3 in Algeria. The ultimate goal of the study is to analyze the 
behaviour of Algerian students on Facebook where the internet has become a crucial technology not only to strengthen 
social interaction but also to develop educational and business activities of universities. Consequently, three factors justify 
their behaviour on Facebook. We cite the actions of protection and confidentiality; the daily activities carried out on 
Facebook and the temporal circumstantial actions drive their habits on Facebook. These actions revealed three fallouts: an 
academic or professional performance affected; receive complaints from relatives and friends following the abusive time 
spent on Facebook and finally, the health consequences following excessive and late connections on Facebook.  
 

Keywords: Facebook, attitude, protection activities, daily activities, temporal activities. 
  

Introduction  

 
The world of Facebook is not only growing in terms of the number of users. The number soared early at the start of the 
first quarter of 2020 to 2.6 billion monthly active users, an increase of 9.2% from early 2019 JDN (2020). But beyond, the 
use of the Facebook network takes on another dimension than the social dimension. 
 
The informative dimension of Facebook has gained ground compared to other platforms. We cite Facebook's contribution 
which supports the work of the global public health community. This is in order to ensure that everyone has access to 
accurate information regarding the phenomenon of COVID-19. At this point, a COVID-19 data center has been 
implemented by Facebook with the aim of providing real time information on the health situation Facebook (2020). In 
addition, Facebook has become the main hub for digital marketing. In figures, 1.47 billion people connect to Facebook 
every day Facebook (2019). This figure encourages companies and individuals to invest their resources over time and to 
migrate their business strategies to a digital environment.  
 
In Algeria, according to the Blog Medianet (2016), Facebook has 15 million users, or 37.8% of the population. According 
to estimates, 14% rely on entertainment and technology, 13.6% are projected for hobbies and various activities and 12.2% 
for sports and outdoor activities. Therefore, behind these numbers, there is a collection of knowledge and attitudes towards 
actions taken by users. In this context, to have access to higher attitudes can generate new needs and therefore new 
business opportunities. 
 
In this article, we want to explore what hides the world of Facebook from practitioners and theorists, especially in a purely 
conservative Arab world. The main objective is to analyze the attitude of Algerian students towards Facebook. This choice 
is due to academic and business reasons, where each university is looking for ways to market its future educational 
products by analyzing student behaviour on Facebook and thus develop its future educational strategies by integrating the 
social dimension as a key factor of its strategy. For this reason, universities have an interest to know how students behave 
on Facebook on a daily basis. 
 
This document is divided as follows. The first part describes what is actually happening on Facebook and how it affects 
users' attitudes. The second part is purely practical, we will analyze the attitude of the Algerian students and what are the 
rules that can be drawn behind each action taken by the user. In the last part, we discuss the empirical model that describes 
the attitude of Algerian students towards Facebook. 
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Attitudes towards Facebook: what happens behind? 

 
Everyone knows Facebook as the most popular social network in the world. Facebook allows different user categories 
(students, professionals, bloggers, influencers and influencers ...) to introduce themselves via shared profiles with their fans 
and friends. Facebook allows users to engage in various social activities (post activities, build romantic relationships...), 
educational (give advice, lead conferences and present announcements and online training...), or cultural (host stages and 
shows, founded an online video library…). According to Padyab et al (2016) sharing process on Facebook depends on a set 
of factors such as trust in the site of the social network in question and especially the confidentiality of the disclosure of 
personal information. According to Debatin et al (2009), some researchers have aroused the scientific community: "Does 
what happens on Facebook stay on Facebook?" 
 
In this context, the Organization of International Privacy Surveillance has accused Facebook of serious privacy breaches 
Race to the Bottom (2007). This memo is based on a mistrust of the process of data mining, transferring data to other 
companies, and collecting data from newspapers, blogs and instant messaging services. 
 
In this context, having used Facebook in blind mode is highly dangerous either for individuals or professionals. The social 
media are technological artefacts are used by millions of users in different ways Tartaglia (2016). For some, like novices 
(teenagers), Facebook is seen as a vital network to affect users' sense of self. This category sees Facebook as a space to 
compensate the social deficit due to low self-esteem. At this point, users are looking to assert themselves and replace their 
real personality with a virtual personality. According to Fullwood et al (2016) indicate some users spend more time on 
Facebook to seek to fill the fewest friends existing on the Facebook list. This is achieved by using a virtual nickname that 
claims to have an important social capital. Others see Facebook as a good opportunity to express and collect relevant 
information to their self- personality. 
 
The users are affected by feedback from their peers who comment on their posts. This action can generate a positive 
attitude in itself, a condition, if the comments are more encouraging to such practices or a negative attitude if the comments 
are against the activities carried out. As a result, according to Halder and Khatun (2018), users feel depressed when 
spending more time on social media. This is due to the fact that the user is often linked to self-improvement images of 
others. This can generate a complex in oneself, increases the lack of self-confidence, the degree of loneliness and the 
negative mood towards the surrounding social context. 
 
For adult learners, the mode of use and the purposes are different compared to adolescent’s class. The adults seek to create 
buzz through news boards presented by small teasers and pictures Schäfer (2020). This intention to exploit social network 
contributes to the development of a Snack news channel with an information flow that spreads on a large scale. At this 
point, the effect of such action on Facebook will gradually impact on the user's mind. This will create different levels of 
understanding which will conduct to different behaviours, attitudes and reactions. 
 
For professionals, online social networks attract the attention of specialists. This is due to its social and psychological 
impact. In this regard, the activity of professional on social networks is associated with legal and ethical constraints 
(Nyangeni et al (2015); Ross and Myers (2017)). The professionals must be careful in their actions on networks, such as a 
risk that could affect the reputation of the profession and the institution Nason et al (2018). The professionals presented by 
organizations benefits from social network because it allows them to reach customers and visitors using social media as an 
advertising tool Kent and Taylor (2016). Consequently, customers have the opportunity to choose the highest quality and 
most suitable product based not only on manufacturers' announcements, but also on respondent feedback. 
 
In this regard, a few examples of some initiatives about organizations such as universities that offer advertising and 
communication programs that include the courses on the social media platform Childers and Levenshus (2016). The social 
media have changed the process of the educational system Trust et al (2016). The learner learns by sharing the experiences 
of others and increasing their professional knowledge Shestak et al (2020). Moreover, a study conducted at the level of 
Dutch elementary schools asserts that social networks have a positive effect on student performance Moolenaar et al 
(2012). The parents are part of the academic community, so it is easier to receive information about their children's 
performance. Mettle (2018) in his study indicated that professional social networks are also present in the health sector. 
They often include video conferences on medical topics, recordings of surgical procedures and testing tasks. Finally, it is 
crucial to emphasize the importance of social networks in the process of sharing information about the extreme situations 
such as natural disasters (earthquakes, tsunamis, tornadoes, floods) Yates and Paquette (2011), epidemics, technological 
disasters, air disasters and terrorist attacks Stieglitz et al (2018). 
 
The variety and cultural diversity of Facebook users serve to lead to different behaviours and attitudes. An attitude is built 
on the basis of a thought, background and reflection that determine the positive or negative responses to the stimulus. 
Jordan et al (2002) affirm that attitude is strongly linked to the theory of planned behaviour (TPB). This is in order to 
identify the different modalities that lead to a change in behaviour. A variety of actions on Facebook can generate different 
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attitudes. We present a set of more popular practical actions on Facebook that may affect the attitude of users: (Błachnio et 
al (2016); Cvijikj et al (2011); Anspach (2017); Tran and Shcherbakov (2016)) 
 
Post style: 

 
The post style defined by (1) status, i.e. text only, (2) photo, containing uploaded photo, (3) link, representing a link to 
external URL, and (4) video, containing uploaded video can lead to different attitudes, relationships, emotions and 
commitments. For example, the statements led by the conservative party in the UK elections focus more on negative issues 
such as Brexit, terrorism and national security. In return, the labor party focuses on positive issues, such as the promise of 
increased social spending Gerbaudo et al (2019). 
 
User interaction with the post: 

 

The interaction with advertising content defined by the user interaction level through (1) the number of comments on 
individual post, (2) number of likes and (3) interaction duration, this can develop a variety of attitudes and reactions. 
According to Chin et al (2015), a study conducted with Taiwanese undergraduate student indicates that students' 
interaction with Facebook content via the “Like” button will induce different behaviours and levels of motivation such as:  
 
• A hedonic motivation which is linked to playfulness, entertainment and pleasure. 
• A utilitarian motivation aims to change the user's attitude to take into account external expectations. 
• A conformity motivation refers to the phenomenon whereby a person under the influence of a group changes their 

attitude or opinion about something. This is in order to follow the most popular opinion. 
• An affiliate motivation which makes an action matches in relation to friendly measures and social interactions. In this 

case, each user seeks how to approve his actions while maintaining his interpersonal relationships in harmony with 
others. 

 
Leadership opinion: 

 

The notion of opinion leadership refers to an individual's ability to influence the attitude of other users. The opinion groups 
are the most influential groups in social systems Nunes et al (2018). At this point, opinion leaders have several experiences 
on how to disseminate positive information based on the most beneficial and innovative concepts. Conversely, negative 
information is more homogeneous with the most disadvantageous and less innovative concepts. 
 
Analysis of comments: 

 

Nothing is by chance, Facebook's black box will also contribute to the diversion of user attitudes towards niche markets 
that work in relation to the ideologies, beliefs of politicians and lobbies. We quote natural language processing systems 
that analyze sentiments from textual content used in opinion polls. In this regard, according to Tran and Shcherbakov 
(2016) two approaches have been used to analyze behaviour of user on social networks. The first approach aims to analyze 
comments in real time. The second approach analyzes the data stored in batch mode.  
 
The automatic intelligence processing systems provide the opportunity to process comments posted on social networks. 
The approach proposed by Tran and Shcherbakov (2016) is based on four important steps: I) transform comments to 
batches on the basis of a positive / negative / neutral classification. II) build a comparative model that detects the trend of 
comments and what looks like compared to the current situation III) understands how this situation will be developed 
based on pattern prediction and IV) implement actions to follow the trajectory and evolution of attitudes for ideological 
purposes. 
 
Today with the arrival of artificial intelligence techniques, Facebook can guide the publication chain either to protect 
human life (against disease or suicide) Facebook (2018), or to eliminate abusive and dangerous content. According to the 
Financial Times in a statement that appeared in 2019, the predictive learning machines would detect and stop bullying, hate 
speech and other political violations. That's before they spread over the network. For this purpose, Facebook has 
implemented a multidisciplinary team specializing in psychology, sociology, machine learning and data analysis with the 
aim of developing algorithms that can automatically flag unwanted content on Facebook. This is in order to avoid every 
negative attitude that affects morale and the behaviour of others. 
 
Privacy Setting: 

 
The privacy is one of the human needs, and privacy gives people their identity, autonomy, and individuality Jędruszczak 
(2005). The exposure of privacy is a very sensitive issue that affects the morality of social network users. In this regard, 
according to Ibrahim et al (2012) damage caused due to privacy concerns includes unintentional exposure of personal 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

31



 

 

information, such as visibility of personal profile. Faced with its confidentiality provisions, the number of confidentiality 
parameters has dropped from 15 to 8 confidentiality options. Currently, Facebook allows you to configure privacy settings 
for basic information and for each type of data based on groups of default profiles (for example, friends, friends with their 
friends and members of the restricted network or everyone). 
 
Consequently, protective action in terms of access to information will have repercussions on the user's psychology. Indeed, 
the user will be involved through his personal or professional ideas with others. In addition, the user will be affected by the 
opinions of others due to the trust placed by the user in this type of group. For this reason, Facebook explains how the 
protection and privacy procedure will affect the behaviour and attitude of users. 
 
The direct consequence of the modification of confidentiality parameters will therefore be to modify the relations between 
the members and in particular the nature of the information and the data that they will be shared. At this point, two factors 
are strongly affected FredCavazza (2010), the first is the social factor. The circle of socialization will be disrupted 
following the appearance of new constraints of confidentiality. In this regard, we therefore find a set of parameters such as 
the phenomenon of avatarization of the members. The Facebook offers the possibility to shape the character that brings 
you together using the best facet of their profile. For example: a background image that describes the environment and the 
greenery. In this context, the user will be better placed to expose his attitudes and ecological opinions to the members of 
the groups. This introduces the illusion into the user's mind by the background avatar of the discussion group. This 
encourages the user to carry out his activities in a purely professional environment. 
 
The second factor is presented by the privilege factor used on networks. The user posts photos in the groups who will be 
seen as leaders young, funny and dynamic. In this regard, a selection system will be deployed based on the best 
combination of behavioural targeting. This type of action develops in the user a sense of self. Consequently, this modality 
develops homogeneous attitudes and behaviours toward the gender and individual style involved in the network. 
 
The attitude built when using social media won't come out of nowhere. Behind each action or decision hides a set of 
knowledge that will be strongly linked to the expectations of users and their social-demographic context. This in order to 
analyze how attitudes will be constructed and to measure the type of popular action carried out by users. 
 
The cultural and social particularity of the Arab world, a very conservative world, makes the investigation and analysis of 
attitudes an extremely difficult procedure. Indeed, the originality of this study depends on the poverty of the pre-existing 
studies, in particular on the way in which the attitude of the user is conceived in the Arab context. 
 

Methodology 

 
A quantitative study was carried out which measures the attitude and mode of consumption of social networks in Algeria. 
This in order to build a psychometric model that interprets the behavioural scales of users on Facebook. An online survey 
distributed in March 2020 to undergraduates at the University of Algiers 3, Faculty of Economics, Business and 
Management Science. A random sample composed of 89 students who carry out face-to-face training in business 
management for the 2019-2020 academic years. The structure of the survey is subject to a set of sections presented in the 
table below: 

 
 Table 1: data structure 

 
Sections                                               Variables and items 

Part 1: Socio-demographic Gender, age, occupation, location 

Part 2: Generic information on 

Facebook 

Cost of use, other media of interaction, media of use, how long to use and style of activity. 

Part 3: Attitude towards 

Facebook 

Type of 

activity per 

day, 

 

Frequency 

of use 

 

 

Look at your profile; chat with friends; upload photos; search for people… etc.   
 
  
Section 1: stay connected for a long time; ignore household chores and work duties; 
excited about  Facebook; forming new relationships; people are complaining about the 
time you spend on Facebook; negative impact on academic and professional 
performance 
 
Section 2: protection of your data; block and replaces any threats, person or dangerous 
information; anticipation on Facebook; life without Facebook would be boring, empty 
and joyless; annoy you if someone bothers you while using Facebook; the risk of losing 
sleep. 
 
Section 3: feel preoccupied when you are not connected; try to reduce time on Facebook; 
hidden behind the time you spend on Facebook; spent more time online instead of going 
out. 

 

  Source: Google Forms (see appendix) 

 
The data structure has been subjected to data analysis processing under SPSS version 24.0. In this context, two analysis 
techniques were carried out. First, a validity and reliability test was presented to test the reliability of the measures selected 
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in this study. Then, an exploratory analysis technique has been implemented. This is in order to extract the impact factors 
which measure the attitude of Algerian students towards the blue environment. 
  

Findings 
 

Reliability test: 

 

The instruments for measuring concepts refer to scales developed in the form of a Likert-type questionnaire. We see that 
100% of the 89 observations were retained. This leads us that there were no missing values in the database (see Table 2). 
 

 Table 2: summary of observation processing 

 

 N % 

Observations
 Valide 
 Excluded   
 Total 

 
89 
0 

100,0 
,0 

100,0 

                                                      Source (SPSS) 

 
Next, we have a table that shows the descriptive statistics for the 19 elements. We see that for all the items are measured on 
five-point scales with an average close to 2. This means that the 89 participants are on average from time to time 
moderately integrated on Facebook through a set of activities presented in the discussion section. (see table 3). 
 

 Table 3: summary element statistics 

 

 Average Variance Minimum Maximum Band Maximum / 

Minimum 

Number of 

elements 

Average of 
elements 
Element 
variance 

Inter-element 
correlations 

1,987 
,991 
,245 

,108 
,078 
,017 

1,596 
,438 
-,052 

2,708 
1,401 
,559 

1,112 
,963 
,611 

1,697 
3,197 

-10,739 

19 
19 
19 

Source (SPSS) 

 
The Table 4 shows the value of the Cronbach's alpha index. We notice here that the value of the Cronbach's alpha index is 
0.859, which is excellent, because it exceeds the required minimum threshold of 0.70 Nunnally (1978). 
 

 Table 4: reliability statistics 

 

Cronbach's alpha 

Cronbach's alpha based on 

standardized elements 

Number of 

elements 

,859 ,861 19 
              Source (SPSS) 

 

Explore the impact factors: 

 

An exploratory factor analysis technique was carried out. This is in order to explore the factors that measure the attitudes 
of Algerian students towards Facebook. The latent variable was the subject of a set of measures (19 items) presented in the 
following table:  

 Table 5: descriptive statistics 

 

Items Average Standard 

deviation 

BHV1 : Stay on Facebook longer than expected 2,71 1,110 

BHV2: Neglect household chores, work chores or 
university homework 

1,89 ,818 

BHV3: Prefer the excitement of Facebook to spend time 
with your partner or best friends 

2,18 1,173 
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BHV4: Form new relationships with a friend 1,75 ,662 
BHV5: Other people in your life complain about your 
time on Facebook 

1,90 1,056 

BHV6: Your schoolwork or work suffer from the time 
you spend on Facebook 

1,78 ,938 

BHV7: check your Facebook messages 2,60 1,165 
BHV8: Your academic (or professional) performance 
suffer 

1,60 ,794 

BHV9: Get defensive or secretive on Facebook 1,66 ,865 

BHV10: Block disturbing thoughts about your life, 
replace it with calming thoughts 

1,99 1,028 

BHV11: Anticipate when you go back online 2,03 1,005 
BHV12: Life without Facebook would be boring, 
empty, and joyless? 

2,09 1,184 

BHV13: Slam, scream, or act in annoyance if someone 
bothers you while you're on Facebook 

1,73 ,863 

BHV14: Lose sleep due to a late Facebook connection 1,94 1,026 
BHV15: Feel concerned about Facebook when you are 
not logged 

1,82 ,912 

BHV16: Find yourself saying "just a few more minutes" 
on Facebook 

2,36 1,121 

BHV17: Try to cut down on the time you spend on 
Facebook and not 

2,40 1,115 

BHV18: Try to hide nearby how long you've been on 
Facebook? 

1,73 ,986 

BHV19: Choose to spend more time on Facebook rather 
than hanging out with others 

1,60 ,901 

 Source (SPSS) 

 

The items presented are very well correlated. This was confirmed by the estimated KMO index of 0.765, perhaps qualified 
as excellent. This brings us to confirm the good correlation between items. Then, the result of Bartlett's sphericity test is 
very significant (p value = 0.000) (see Table 6). We can therefore reject the null hypothesis that our data come from a 
population whose matrix is an identity matrix. The correlations are therefore not all equal to zero. We can therefore move 
forward in this analysis. 
 

 Table 6: KMO index and Bartlett test 

 
 

   Source (SPSS) 

 

In the next step, we explore the number of factors to extract. To do this, we analyze the table 7 presented below. We find in 
a second column five factors (components) have a total VP greater than 1, so we therefore keep them for analysis. The first 
factor alone explains 29.13% of the total variance among the 19 items selected for analysis. But in common, the five 
factors explain 62.080% of the variance. In addition, the factors 6 to 19 do not explain enough variance. For this reason, 
they are not retained for the following steps (see Table 7). 
 

 

 

 

 

Kaiser-Meyer-Olkin index for 
measuring sampling quality. 
 
Bartlett's sphericity test         Chi-
square approx. 
 
                                                                
DF 
 

                   Significance 

,765 
 

606,717 
 

171 
 

,000 
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 Table 7: total variance explained 

 

Componen

t Initial VP 

Sums extracted from the load 

square 

Sums of rotation of the load 

square 

Tota

l 

 

% of 

varianc

e 

% 

Cumulate

d 

Total % of 

varianc

e 

% 

Cumulate

d 

Total % of 

varianc

e 

% 

Cumulate

d 

1 5,53 29,13 29,133 5,535 29,133 29,133 2,9514 15,533 15,533 
2 1,980 10,421 39,554 1,98

0 10,421 39,554 
2,66

3 
14,017 29,551 

3 1,601 8,428 47,983 1,601 8,428 47,983 2,621 13,797 43,349 
4 1,445 7,606 55,590 1,445 7,606 55,590 2,163 11,384 54,734 
5 1,233 6,490 62,080 1,233 6,490 62,080 1,395 7,345 62,080 

6 0,995 5,236 67,317       
7 0,860 4,527 71,844       
8 0,832 4,381 76,225       
9 0,697 3,671 79,897       
10 0,588 3,096 82,994       
11 0,554 2,917 85,911       

12 0,486 2,561 88,473       
13 0,453 2,386 90,860       
14 0,380 2,002 92,863       
15 0,358 1,884 94,747       

16 0,330 1,738 96,486       
17 0,244 1,285 97,771       
18 0,222 1,172 98,944       
19 0,200 1,055 100       

 Source (SPSS) 

 
We do a VARIMAX rotation, this in order to get a simpler factorial representation. This type of rotation preserves 
independence between factors. We note that the variables are much better distributed over the different factors. In addition, 
the difference between the correlations is greater after the rotation has been performed. Thus, we found at least two 
variables is part of a factor. So, we can keep them to build scales (see Table 8). 
 

 Table 8: rotation of the component matrix 

 

1  2 3 4 5   

Items Value Items Value Items Value Items Value Items Value 

BHV8 ,579     
BHV3 

,696 BHV14 ,700 BHV2 ,734 BHV1 -,495 

BHV9 ,674     
BHV4 

,574 BHV15 ,749 BHV6 ,723 BHV18 ,811 

BHV10 ,787 BHV5 ,548 BHV16 ,660 

BHV11 ,737 BHV7 ,728 BHV17 ,509 
BHV12 ,612     BHV19 ,645 
BHV13 ,584 

 

Source (SPSS) 

 

Extraction method: Principal component analysis.                                                             

Rotation method: Varimax with Kaiser normalization. 

Convergence of rotation in 8 iterations. 
 

Discussion 

 
The behaviour of using the blue environment varies from one context to another. The purely conservative Arab context has 
just started to stretch and open up to the outside world. Today, all commercial, educational, cultural, industrial and even 
governmental activities carry the social dimension in their current and future development plan. Algeria as a nation with 
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more than half of a population of young people under 30 years is more exposed to a virtual lifestyle on the networks. This 
factor pushed us to find out how Algerians behave in the face of this new trend and to know how to interact with everyone 
via networks. 
 
The behaviour of using the blue environment carried by Algerian students is subject to five main factors among three of 
them generates a set of attitudes. All the factors are structured as follows: 
 

 The first factor is calculated based on the expected network protection measures followed by the initial fallout. 
 The second is measured by the mode of using social networks. 
 The third factor presents the second level of fallout expected following the pilot actions on the network. 
 The fourth factor presents the final degree of fallout. 
 The fifth factor presents the time spent by the student using social networks.  

The first factor presents the protection measures used on Facebook. We find that 33.71% of the population split into two 
sex categories: 14.16% for men and 19.10% for women are sometimes defensive or secret on Facebook (see Figures 1 and 
2). In this context, different formulas can be implemented to properly present the defensive or secret behavior of 
facebookers. According to Deptula et al (2020) secret Facebook groups can be used as an effective platform for 
educational purposes. According to Stutzman and Kramer-Duffield (2010) having a Facebook profile reserved for friends 
can reduce interpersonal violations that can affect a person's identity. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Other protective procedures planned for the menu, we find, that 39.33% divided into two sexual categories: 23.60% for 
men and 15.73% for women are sometimes lead to perform actions blocking disturbing thoughts on your life and replace 
them with calming thoughts (see Figures 3 and 4). According to Gashi and Knautz (2016) hiding or unsubscribing, as well 
as defusing, is an online strategy used to avoid contact with others and move towards the dissolution of relationships. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 Fig 1. Distribution of number of 

defensive or secret actions on 

Facebook, Source (SPSS) 

Fig 2. Distribution of number of 

defensive or secret actions on 

Facebook according to gender, 

 

Fig 3. Distribution of number of actions 

blocking disturbing thoughts on your 

life and replacing them with calming 

Fig 4. Distribution of number of actions 

blocking disturbing thoughts on your 

life and replacing them with calming 

thoughts according to gender, Source 
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In addition, in order to protect against external threats, we find that 42.70% divided into two sexual categories: 17.98% for 
men and 24.72% of women have an anticipatory character when they try to reconnect on Facebook (see Figures 5 and 6). 
According to Rainie et al (2013) a set of latent factors can drive the action to induce the user to leave Facebook. We quote, 
61% of Facebook users have taken a voluntary break from using the site at some point or to another. This action is justified 
in percentage via a set of items among them: 
 
 

• 21% of respondents were too busy / I did not have time to connect to Facebook. 
• 10% of respondents just wasn't interested / just didn't like it. 
• 10% of respondents consider social media a waste of time / irrelevant content. 
• 9% of respondents consider social networks as a space that brings together drama activities. 
• 8% of respondents are concerned about going on vacation / travel / deployment. 
• 1% of respondents took a break for religious reasons. 
 

The anticipatory task on Facebook can generate a set of relevant information that can be exploited in professional and 
academic tasks. A study  conducted by Nadkarni and Hofmann (2012) with undergraduate students at the University of 
Illinois. An anticipatory task was asked for students to browse a teacher's FB website and anticipate what it would be to be 
in a classroom with this teacher. The results showed that when a teacher himself upload some information, such as 
personal photos, messages from friends and family, and opinions on some topics. Indeed, the students perceive similarities 
between themselves and the instructor, which had a positive influence on student participation and affective learning. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The fallouts of using social networks are varied and multiple. Three aspects are presented. The first concerns the academic 
and professional dimension. We find that women are more disciplined in carrying out their academic and professional 
tasks than men, with a percentage of 32.58% and 22.47% respectively (see figures 7 and 8). On the other hand, household 
chores are sometimes more affected due to excessive consumption of Facebook networks with a percentage of 28.09% 
among women. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Outside, the effects are close to what is happening at the national level. In their study, Whelan et al (2020) assert that 
excessive use of social media may require high cognitive and energetic processing. This was scientifically proven by the 
study conducted by Kauser and Awan (2019) on a sample of 300 postgraduate students located in the Vehari district, 

  

Fig 7. Distribution of the difficulty of your 

academic (or professional) performance 

according to gender, Source (SPSS) 

Fig 8. Distribution of the difficulty of 

performing household (professional) and 

academic tasks according to gender, Source 

(SPSS) 

 

Fig 5. Distribution of the number of 

anticipatory actions when they 

reconnect on Facebook, Source (SPSS) 

Fig 6. Distribution of the number of 

anticipatory actions when they 

reconnect on Facebook according to 

gender, Source (SPSS) 
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Pakistan. The results show that academic performance is severely affected for the category of students who use social 
media as a teaching tool during the training path. 
 
The second factor is presented via a set of actions driven by the user. We note that 57.3% of Algerian students are 
sometimes confronted with developing new relationships by forming new friends. Among them, 21.35% sometimes use the 
new relationships established for the exchange purposes with their friends, versus 34.83% are not at all interested to 
develop a new relationship. Finally, 41.57% of users are sometimes asked to consult their posts, among them 19.10% 
sometimes consult their messages for discussion purposes between friends (see Figures 9, 10, 11 and 12). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The mode of action on Facebook differs in terms of interaction and level of excitement. We retain that 33.71% are never 
excited when using Facebook, against the same volume of the population are sometimes excited to spend time on 
Facebook with their partners and friends (see Figure 13). 
 
 
 
 
 
 
 
 
 
 

Fig 13. Distribution of the frequency of excitement on Facebook, Source (SPSS) 

 
In previous studies, things were not too far from what happens in the Algerian context. According to the study carried out 
by Brandtzæg and Heim (2009) among 5.233 users who answered the questionnaire distributed on Norwegian territory 
context. The 31% of users are motivated to build new relationships; versus 21% of the population follow their friends who 
are part of a community or an association. Some mention social media as a place to get some kind of support when she's 
depressed and wants to kill herself. Others identify themselves as verbal ping-pong spaces to enrich the discussion by 
incorporating fruitful ideas. At most, 10% of them are oriented to open channels of access to information, including on 
fashion, music, politics, literature and cultural events. Finally, over 3% of users view photos and videos.   

Fig 9. Distribution of new relationships on 

Facebook, Source (SPSS) 

 
 

 

Fig 10. Distribution of new relationships on Facebook 

based on discussions with friends, Source (SPSS) 

Fig 11. Distribution of messaging consultation 

on Facebook, Source (SPSS) 

 

Fig 12. Distribution of messaging 

consultation on Facebook based on 

discussions with friends, Source (SPSS) 
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In addition, some were especially excited to check their profile to see if anyone has commented on their published content. 
In this context, 1.5% of users are reporting the ability to surf other users' profiles as the main reason. At this level, people 
looking for other profiles in order to update the information about different people. In this case, the behaviour of using the 
social network develops in the person a sense of curiosity. Finally, a small minority of respondents, estimated at 1%, are 
mostly girls, who indicated that the family contact was the most important reason to visit the social media.  
 
The scientists are questioning about the behaviour of user on the social network. Is it connected to socio-professional 
contexts? In the academic context, the class of students does not behave away from other categories. According to Mese 
and Aydin (2019), a study carried out with undergraduates from various faculties of Turkish public university. The authors 
identified three main factors that contribute to the development of user behaviour when using Facebook. 
The first factor is presented in the communication section where there was a significant difference between the different 
platforms. According to the test Post-Hoc of Scheffe, participants differ in terms of communication in relation to the 
variety of social platforms. In conclusion, both Instagram and WhatsApp environments received more performance in 
terms of communication compared to Facebook. The second factor presented by sharing content on Facebook. According 
to the test Post-Hoc of Scheffe shows that the Instagram environment is more preferred that WhatsApp and Facebook. The 
third factor presented by entertainment. We find that the Instagram environment is used more for entertainment than 
WhatsApp and Facebook. 
 
The second important aspect that can affect a relationship between the users and the blue environment is presented by the 
complaint of relatives and friends received following the time spent on Facebook. We note that 44.94% of Algerian 
students have never received any criticism from others about the abusive time spent on Facebook, against 32.58% are 
sometimes confronted with similar situations (see figure 14). This demonstration was confirmed by Jha et al (2016) via the 
study conducted with dental medicine students. The study also revealed that 86.7% of users said they were annoyed when 
someone disturbed them using Facebook. Among respondents, 13.5% said their friends and family frequently complained 
about spending time on Facebook, while 24.3% of participants agreed that it was difficult not to connect into Facebook in 
one whole day. Meanwhile, in Algeria, the experience shows on a sample of 89 students that 30.13% of them sometimes 
cross through a situation with a boring, empty and joyless feeling when they are far from being active on the blue 
environment (see figure 15). 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
The Algerian students spent an average time on social media. This study indicates that 31.45% of Algerian students use 
Facebook when they have more free time or nothing else to do. At this point, 45% of Algerian students never think about 
spending time on Facebook when they are not connected. At the same time, 49.4% of Algerian students are sometimes 
confronted with saying "I add a few more minutes on Facebook". In compliance, the majority of students estimated at 
42.7% sometimes seek to reduce the time they spent on Facebook. 
 
We estimate that 60.7% of Algerian students never think to spend more time on Facebook than to spend time with others. 
This rule takes on a different disposition with adolescents. The study conducted by ÜNAL (2018) among Facebook users 
living in Kütahya, Turkey. A sample made up of primary schools, high schools, vocational schools and educational centers 
in Kütahya. The study shows that 67.9% of participants connect to Facebook in the presence of their family, while 32.1% 
prefer the reverse. 
 
We retain that 25.84% of Algerian students are never connected to the network during the study session or the period of 
work. In addition, 68.54% of students will never be concerned about social media in their free time. (See figures 16 and 
17). 
 
 
 
 

 

Fig 14. Distribution of the percentage of 

complaints retained following abuse 

Facebook consumption, Source (SPSS) 

Fig 15. Distribution of percentage of 

feelings: Boring, empty, and joyless 

according to gender, Source (SPSS) 
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Regarding to gender, 22.47% of women are more disciplined than men to not be online during the study session or the 
work period. At most, 44.94% of women prefer to spend their free time away from social network against 23.60% of men 
see otherwise (see Figures 18 and 19). 
 
 
 
 
 
 
 
 
 
 
 * 
 
 
 
In the world, when it comes to the frequency of hours of use, things are a bit close. Huang's study (2017) asserts that 28% 
of the time spent online is consumed on social networks. Now, the users spent an average of 2 hours and 24 minutes per 
day working in a multi-network on an average of eight interfaces (Facebook, Instagram, WhatsApp, etc.) followed by 
messaging apps smartinsights (2020).  
 
A study conducted by MACİT and MACİT (2018) in Turkey indicates that the average time spent on social networks is 
estimated at 2 hours 48 minutes. In this context, the different means are used for interaction, such as: 50.7% oriented to 
social media and 15.3% dependent on email. In contrast, 24.72% of Algerian students spend their time on Facebook for a 
period between one hour and four hours (see figure 18). In this context, the different means are used for varied interactions 
according to gender such as: Viber with an estimated usage percentage at 71.91% in total distributed to 23.60% used by 
men against 48.31% for women; WhatsApp Messenger with an estimated usage percentage at 18.0%; Tweet with an 
estimated usage percentage at 5.6% and Skype with an estimated usage percentage at 4.5% (see Figure 20). 
 

 
Fig 20. Other means of interacting with others according to gender, Source (SPSS) 

 
The third fallout is manifested in the user's state of health, which can be affected by excessive consumption of the 
Facebook network. As a result, 37.1% of respondents said that sometimes their sleep is disturbed during the night. In 
contrast, 40.4% were never affected when using the blue environment (see figure 21). 
 
 
 
 

 

Fig 16. Distribution of time consumed 

during the work and study session, Source 

Fig 17. Distribution of time consumed 

during free time, Source (SPSS) 

 

Fig 18. Distribution of time consumed 

during the work and study session 

according to gender, Source (SPSS) 

 

Fig 19. Distribution of time 

consumed during free time 

according to gender, Source (SPSS) 
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Fig 21. Distribution of percentage of sleep loss due to late Facebook login, Source (SPSS) 

 
This demonstration approved by several studies conducted to analyze the impact of social networks on the quality of sleep. 
The study achieved by Long Xu et al (2015) emphasizes a cross-sectional diagnosis that was carried out on undergraduate 
students in Chongqing, China. The result indicates that more than half of undergraduates who use social media have poor 
quality of sleep. Moreover, according to the study conducted in the US by Levenson et al (2016) on a sample of 1788 
individuals that includes young adults aged between 19 to 32 years. The volume and frequency of social media were 
evaluated based on the self-reported minutes per day in the blue environment. The test was done in the city of Pittsburgh 
and provided a strong association between the utilization of social media and sleep disorders. This was endorsed in a study 
realized by Coyne et al (2020) who found a link between times spent using social media and mental health problems, such 
as depression and anxiety. 
 

Conclusion 

 
The Arab context is notably the Algerian context that overlaps other contexts in the world, especially in the generic use of 
social networks. The use of social networks is distinct with respect to demographic factors such as location, occupation, 
family status and education level ... Etc.  
 
This study examined how Algerian students behave in the face of the blue environment. During this study, the researcher 
struggled to collect the necessary number of respondents. This is due to the Covid-19 pandemic where direct contact with 
students has become a bit complicated due to an interruption of the face-to-face study in the period from March to 
September 2020. 
 
The generic behaviour of Algerian students on the network is presented through three dimensions. The first dimension 
presented by "the protective actions carried out by the user". This action generates in the mind of the user an attitude of 
reserve and prudence about any activity on Facebook (publications, advertisements, story and online broadcast). At this 
point, the user seeks to develop a relationship of loyalty with its virtual environment. 
 
The second dimension is presented by "the mode of using the social networks". In this regard, each user develops attitudes 
which give signs of presence on the network. At this level, the user feels his presence and values his contributions in this 
virtual world. 
 
The third dimension is presented by "the time reserved by the student to use social networks". This dimension develops the 
temporal attitudes of the user who manage the circumstantial activities on Facebook. For example: publish a story on 
Facebook joints the user to the blue environment to login in time before the expiration of the publication.  
 
This study offers academics and managers of higher education institutions (teachers, managers, deans, academic advisors 
and digital advisors, etc...) the opportunity to develop informational content on Facebook that will reflect the most frequent 
set of behaviour followed and the attitude developed by users. In subsequent studies, the author will develop informational 
content on Facebook in collaboration with the staff of the University of Algiers 3 in Algeria. We rely on all behavioural 
information generated by Algerian students on Facebook. 
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Appendix: Survey 

 
Section A: A few words about you 

Gender: Male; Female. 
 
What is your age?:  
 
What is your main occupation? : Student; Civil servant; Unemployed; In the business. 
 
Would you say using Facebook is expensive, given your monthly budget?:  Not at all expensive; A little 
expensive; Very expensive. 
 
Your location: Downtown; Far from the city center. 
 
Do you use any other medium of interaction with others more than Facebook?: Tweeter; Skype; Viber; 
WhatsApp Messenger; Others. 
 
Section B: Can you describe your actual use of Facebook? 

B1. How long have you been using Facebook? 
 
How many months?: 
 
How many years? : 

B2. Most of the time, do you use Facebook on: 
 
What is your usage medium: Smartphone; I-pad or another brand; Laptop; Desktop at home; Desktop elsewhere. 
 
B3. When you are online (whatever the device), how would you rate your connection to Facebook? 
 
Your moment of connection: As soon as possible; When I open the device; As soon as I finish other tasks; If I 
have nothing else to do 
B4. When you use the Internet in an Internet cafe, what is the main reason you rent a computer? 
 
     I need to get information from the browser outside of Facebook. 
 
     I want to chat using Skype or Messenger or another instant messaging system outside of Facebook. 
 
     I want to use Facebook. 
 
     I want to listen to music outside of Facebook. 
 
     I want to play games outside of Facebook. 
 
     Others 
B5. How often per day do you perform the following function on Facebook: 
 
- Look at your profile: Never; Sometimes; Often; Very often; As often as possible 
 
- Chat with friends: Never; Sometimes; Often; Very often; As often as possible 
 
- Upload photos: Never; Sometimes; Often; Very often; As often as possible 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

44



 

 

 
- Search people: Never; Sometimes; Often; Very often; As often as possible 
 
- Read comments posted on your wall: Never; Sometimes; Often; Very often; As often as possible 
 
- Read comments on your photos: Never; Sometimes; Often; Very often; As often as possible 
 
- To play games: Never; Sometimes; Often; Very often; As often as possible 
 
- Find information about friends or other people: Never; Sometimes; Often; Very often; As often as possible 
 
- Get updates on friends' activities: Never; Sometimes; Often; Very often; As often as possible 
Section C: Your attitude and behavior towards Facebook 
C1. for each of the following statements, please indicate your level of agreement 
 
- How often do you find that you are staying on Facebook longer than expected?: Never; Sometimes; Often; 
Very often; Most of the time 
 
- How often do you neglect household chores, work chores or college homework to spend more time on 
Facebook?: Never; Sometimes; Often; Very often; Most of the time 
 
- How often do you prefer the excitement of Facebook to spend time with your partner or best friends?: Never; 
Sometimes; Often; Very often; Most of the time 
 
- How often do you form new relationships with a friend discovered on Facebook?: Never; Sometimes; Often; 
Very often; Most of the time 
 
- How often do other people in your life complain about your time spent on Facebook?: Never; Sometimes; 
Often; Very often; Most of the time 
 
- How often does your schoolwork or job suffer from your time spent on Facebook?: Never; Sometimes; Often; 
Very often; Most of the time 
 
- How often do you check your Facebook messages before doing anything else you need to do?: Never; 
Sometimes; Often; Very often; Most of the time 
 

C2. for each of the following statements, please indicate your level of agreement 
 
- How often does your academic (or professional) performance suffer from your use of Facebook?: Never; 
Sometimes; Often; Very often; Most of the time 
 
- How often do you get defensive or secretive when someone asks you what you're doing on Facebook?: Never; 
Sometimes; Often; Very often; Most of the time 
 
- How often do you block disturbing thoughts about your life with Calming Thoughts on Facebook?: Never; 
Sometimes; Often; Very often; Most of the time 
 
- How often do you anticipate when you get back online?: Never; Sometimes; Often; Very often; Most of the 
time 
 
- How often do you think life without Facebook would be boring, empty, and joyless? : Never; Sometimes; 
Often; Very often; Most of the time 
 
- How often do you slam, scream, or act in annoyance if someone bothers you while you're on Facebook?: 
Never; Sometimes; Often; Very often; Most of the time 
 
- How often do you lose your sleep due to a late connection to Facebook ?: Never; Sometimes; Often; Very 
often; Most of the time 
C3. For each of the following statements, please indicate your level of agreement 
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- How often do you feel concerned about Facebook when you are not logged in or wondering how to log in ?: 
Never; Sometimes; Often; Very often; Most of the time 
 
- How often do you find yourself saying "just a few more minutes" on Facebook?: Never; Sometimes; Often; 
Very often; Most of the time 
 
- How often are you trying to cut down on your time on Facebook and not?: Never; Sometimes; Often; Very 
often; Most of the time 
 
- How often do you try to hide nearby how long you've been on Facebook?: Never; Sometimes; Often; Very 
often; Most of the time 
- How often do you choose to spend more time on Facebook rather than hanging out with others? 
C4) How many hours per day are you online (logged in) on Facebook? 

- How many hours during work or study day? : 

- How many hours during free time?: 

After answering this questionnaire, would you say that your opinion on Facebook:  

        Exactly the same;  

        The same but a few questions made me think about my behaviour 

How did you find out about this questionnaire?   

        In class 

       A colleague 

       Through Facebook 
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Abstract 

Query optimization is the most significant factor for any centralized relational database management system (RDBMS) that 

reduces the total execution time of a query. Query optimization is the process of executing a SQL (Structured Query 

Language) query in relational databases to determine the most efficient way to execute a given query by considering the 

possible query plans. The goal of query optimization is to optimize the given query for the sake of efficiency. 

 

The purpose of the article is to show tools to analyze SQL queries performance in SAP ERP and S/4 HANA systems that 

can significantly improve system performance. 

Keywords: ERP systems, Query-optimization, Query-processing, Structured Query Language (SQL), Relational Database 

Management system (RDBMS). 

Introduction 

A centralized relational database is the database that stores and maintains data in a single location using tables (or   relations).   

Because   of   widespread   use   of   such databases, it is important to reduce system resources required to fulfill a query and 

ultimately provide correct information faster. Query optimization in database has gained significant importance as it helps 

to reduce the size, memory usage and time required for any query to be processed.  The main objective of any query 

optimization is to determine the best strategy for executing each query. It identifies an efficient way to execute the query 

with less time complexity to produce better results.  This process can be formally defined as transforming a query into an 

equivalent form which can be evaluated more efficiently (Tejy, K.K., 2016).   Query   optimization   is   the   process   of 

determining the most efficient way to execute a given query by considering the possible query plans. (Wong, E. and Youssefi, 

K., 1976) and (Selinger P.G., et al., 1979) have done work related to the relational query optimization.  Several approaches, 

methods and techniques of query optimization have been proposed for various DBMS (i. e., relational, deductive, distributed, 

object, parallel).  The quality of query optimization methods depends strongly on the accuracy on the efficiency of cost 

models (Hussein, M., et al., 2005, Naacke, H., et al., 1998, Zhu, Q., et al., 2003, Adali, S., et al., 1996, Ganguly, S., et al., 

1996, Gardarin, G., et al., 1996).   

Query   optimization   is   an   important   part   of   query processing. The four main phases of query processing are 

decomposition (consisting of   parsing   and   validation), optimization, code   generation and   execution.   Query processing 

is the activities involved in parsing, validating, optimizing and   executing   a   query.   Query   processing transforms   a   

query   written   in   a   high-level   language, typically   SQL, into   a   correct   and   efficient   execution strategy expressed 

in a low-level language (implementing the   relational   algebra) and executes   the   strategy   to retrieve the required data.  

The activity of choosing an efficient executing strategy for processing query is query optimization (Thomas, C.M. and 

Carolyn, B.E., 2015).  It is generally a process of reducing total execution time of the query, which is the sum of   the 

execution times of all individual operations that make up the query (Selinger P.G., et al., 1979).  

Many companies use the ERP systems. The term ERP abbreviated from “Enterprise Resource Planning”, was introduced by 

the Gartner Group in the early 1990s (Arif, M., Kulonda, D. J., Proctor, M., and Williams, K., 2004)  and represent computer 

and software systems that combine and integrate all related processes of the enterprise, and serve users for the management 

of all functions within the enterprise (Swartz, D., and Orgill, K., 2001). Researchers referred ERP systems as enterprise 

system (ES), enterprise resource management (Cobarsí, J., Bernardo, M., and Coenders, G., 2008), and business system 

respectively (Davenport, T. H., 1998, 2000). (Klaus, H., Rosemann, M., and Gable, G. G., 2000) conceptualized ERP System 

as comprehensive packaged software solutions of Information System (IS) designed to integrate all business processes and 

work to present a complete outlook of the business from a singular IT and information architecture (Klaus, H., Rosemann, 

M., and Gable, G. G., 2000). (Davenport, T. H., 1998) also described ERP an information strategy that merge all information 

within an organization and create a comprehensive information infrastructure involving all organizational units and 

functions. (Marnewick, C., and Labuschagne, L., 2005) clarified that ERP system is more than just a product or software and 
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they further conceptualized ERP into four components. The first component is software component (Finance, Human 

Resources, Supply Chain Management, Supplier Relationship Management, Customer Relationship Management, Business 

Intelligence), which is the visible part to users and seen as ERP product. The second component is process flow, which deals 

with the information flow among modules within ERP system. Third is customer mind-set, that define the influence of ERP 

system on users, team, and organization. And the final component is change management, this component deals with the 

adoptability of ERP system implementation within the organization, that are user attitude, project changes, business process 

changes, system changes. 

The use of enterprise resource planning (ERP) software has become increasingly more   common   in   a   lot   of   today’s 

businesses. It is adopted in many firms in attempts    of    improving    business performance (Al-Serafi, A. M., and Elragal 

A. A., 2011).  It must be noted that the results portrayed that companies adopt ERP for several reasons, one of which is the 

performance of the ERP system (Duah, F. A., et al., 2006). One of the most popular ERP systems is the SAP system 

(Brockman, C., and Mirzoev, T., 2013). In this article are described tools to analyze SQL queries performance in SAP ERP 

and S/4 HANA systems that can significantly improve system performance.   

 

SQL queries performance tracing in SAP ERP and S/4 HANA systems 

Solving performance problems is an important task during implementing SAP systems. One of the helpful tools is ST05 

SQL queries performance trace tool. 

The test program 

This is a small test program for a performance analysis. 

REPORT zperftest. 

 

DATA: lt_vbak TYPE TABLE OF vbak. 

DATA: ls_vbak TYPE vbak. 

DATA: lt_vbap TYPE TABLE OF vbap. 

DATA: ls_vbap TYPE vbap. 

 

SELECT * FROM vbak INTO TABLE lt_vbak UP TO 1000 ROWS. 

 

LOOP AT lt_vbak INTO ls_vbak. 

  SELECT * FROM vbap INTO ls_vbap. 

    DO 100 TIMES. 

      CALL FUNCTION 'BAPI_MATERIAL_EXISTENCECHECK' 

        EXPORTING 

          material = ls_vbap-matnr+0(18). 

    ENDDO. 

  ENDSELECT. 

ENDLOOP. 

 

ST05 SQL trace  

This is transaction ST05 main screen 
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Fig 1. ST05 - Performance trace 

We can activate the trace for all users with the button Activate trace. But this is usually not needed and will only give us a 

long trace to analyze. 

The usual method is to activate the trace with a filter, mostly on username to trace a specific user action: 

 

Fig 2. ST05 – Conditions for trace recording 

Now we can start the performance test program in a different session. We wait until it is finished. It is important the user we 

are tracing is only doing this action and does not perform any other action, since these other actions are also recorded and 

will make the analysis harder to read. 

When completed we go back to the ST05 and click Deactivate trace. 

We press the Display trace to see the results. 
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Fig 3. ST05 – Filter conditions for trace records 

Result now looks like this after sorting on the column duration. 

 

Fig 4. ST05 – results 

We can see that the total SQL commands took 49 seconds in total. The longest SQL single command took 78 milliseconds 

(which is very fast, so long running SQL’s are not the issue in this example). 

In our case we might find very large single SQL statements. By selecting the line and pressing the button Display ABAP call 

location, we can jump to the place in the code that started the SQL command. 

Since we have many records and many small ones, we need to use the summary tools. In the trace analysis we select menu 

path Trace and then Structure Identical statements. This gives a surprisingly short overview: 
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Fig 5. ST05 – detailed results 

In the third column we can see that there are 100 identical calls, and also a high number of redundant calls.  

If we click on the second line to the ABAP call position we jump to our badly performing program and see that the majority 

of the delay is coming from the do 100 times loop. The first line is coming from standard SAP in the BAPI call, but not 

always all calls will point us into the right program. We might have to check sometimes multiple lines to find the right 

program causing the issue. 

ST05 SQL trace – Enhancements to the SAP HANA Plan Visualizer 

In the ST05 transaction we have access to the Execution Plan. 

 

Fig 6. ST05 – The Execution Plan 

The Execution Plan is the tool of choice to understand which access path was selected by the DB optimizer to process an 

SQL statement. This tool is available for all DB platforms supported by SAP. Its behavior and capabilities are specific to the 

database. Unfortunately, for SAP HANA, the features of the Execution Plan are rather rudimentary and insufficient for 

complex statements. For these cases, in S/4 HANA systems is available the Plan Visualizer, that allows a very detailed 

analysis and is the preferred tool for this task. 

In the ST05 transaction in S/4 HANA systems, we can select an SQL statement, and choose the new button to execute the 

Plan Visualizer for the selected SQL statement.  

 

 

Fig 7. ST05 – Link to HANA Plan Visualizer 

Before it calls the Plan Visualizer, ST05 attempts to extract the values set for session variables from previously captured 

trace records corresponding to SET SESSION VARIABLE Statements (Figure 7). 

When we execute the Plan Visualizer using the new button, the following dialog box is displayed. 
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Fig 8. ST05 – Dialog box to change the values for session variables 

To change the values for the session variables, we specify them in the dialog box (Figure 8). 

Session variables make values of the ABAP user context available to ABAP Core Data Services (CDS) views. By default, 

the dialog box shown in Figure 8 has the session variables of the business application that was traced by ST05. 

If we use these default values, the execution of the Plan Visualizer will reflect the reality of the traced business application. 

If you change these default values, the execution of the Plan Visualizer will not necessarily reflect the reality of the traced 

business application. 

When we confirm the dialog box, the Plan Visualizer is executed. SAP HANA Studio opens in its Plan Visualizer 

perspective and displays the Executed Plan for the SQL queries with the specified session variables and with estimated 

performance. 
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Fig 9. ST05 – Display the Executed Plan in SAP HANA Studio’s Plan Visualizer perspective 
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Abstract 

The global advancement of technology and communications means that more and more companies, turn their manual process 

into automated process, allowing greater speed and efficiency in their operations, reducing the use of traditional materials 

such as office and this managing to be eco-efficient companies (Kutnjak, Pihiri and Furjan, 2019). That is why the analysis 

is carried out, to expose the impact Information and Communication Technologies into the condominium management. This 

research includes a study of documents published between 2015 and 2020, which were extracted from different academic 

sources such as IEEE, International Journal of Innovation in Enterprise, ScienceDirect, Scopus, ResearchGate, Taylor & 

Francis Online, and Springer Link; being a total of 50 articles, manifesting new advances related to the subject studied. There 

results of the research show the benefits of incorporating ICT into condominiums, both in the automation of condominium 

management activities, internal communication and eco-efficiency. It is concluded that ICT in condominium management 

provides benefits as long as the real estate project requires it. 

 

Keywords: Condominium management, ITC, Communication, Eco-Efficiency. 

 

Introduction 

 
Condominiums have increased in recent years due to the exponential increase in people, popularity and services offered, 

which is the reason to construction companies and multifamily building manager see this increase as an opportunity to expand 

their services generating more income (Rosen and Walks, 2015). These companies continue to operate manually, recording 

daily movements in notebooks or paper sheets attached to a folder, as well as notices by the condominium are printed and 

pasted in wall newspapers that are not reviewed or read by most residents, they also don't have direct information and 

transparent information on monthly expenses, contributing to greater non-conformity by the service (Mandič and Filipovič 

Hrast, 2019). All of the above shows the lack of eco-efficiency due to the excessive use of materials, considering that eco-

efficiency is realized as the way companies operate by taking responsibility for reducing materials that are counterproductive 

to the environment, this can be achieved by reducing energy and resource use (Heras-Saizarbitoria et al., 2020). 

 

What are condominiums? are properties inhabited by different families distributed in buildings or group of houses located in 

the same area, which have private spaces such as apartments or residences and parking lots, while the common areas are 

shared spaces customized according to the real estate project, the most frequent are the recreation area, cinemas, gyms, 

swimming pools, sports center, among others (Easthope, van den Nouwelant and Thompson, 2020). 

 

Three different characters participate in condominiums in the management of this type of housing, the board of directors, 

whose role is to represent condominium residents, owners, are the people who own private and common property, and the 

management, who provide individualized services for each condominium (Aramraks and Gondo, 2019), also cover a number 

of services oriented to condominium residents, such as maintenance of common areas, preventive and corrective equipment 

maintenance, payment control, concierge, security services through cameras and control of entrances and exits, etc. That is, 

the is in charge of condominium control (Donoso and Elsinga, 2018).  

 

Information and communication technologies are tools and resources used to process information, being visualized through 

technological devices such as cell phones, computers, laptops and others (Yang, Li and Liu, 2016). Condominiums mostly 

show a separation with the TICs in their management, generating problems of repeated work, inefficient communication 
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with their customers, which are the residents, therefore causing dissatisfaction in them (Manakova, Kolisnyk and Manakov, 

2019). 

Incorporating technology into everyday condominium processes provides multiple benefits, such as improving owner 

satisfaction, reducing paper and ink usage, improving communication, and displaying transparent information (Le, Le Tuan 

and Dang Tuan, 2019).  The objective of the research is to manifest the impact of the use of ICT on condominium 

management, through a systematic literature review. 

 

Methodology 

Type of study 

 
The methodology used in research work is based on the implementation of an exhaustive systematic review of the literature. 
This study focuses on an exploration of other previously published investigations, however, belonging to the same topic to be 
addressed, getting so a collection of relevant data to know in depth on the subject to be investigated (Rubio and Gulo, 2016). 
In this case, there is a question of how ICT incursion impacts into condominium management. 

  

Fig 1: SRL Flowchart 

Review Questions   

 

The following questions were raised regarding the purpose of the investigation, which will be answered through the 

analysis of the selected articles. 

 

Table 1: Research questions 

 

Research Question Motivation 

RQ1: What is the impact of ICT on 

condominium management? 

Identify the impact of ICT usage on 

condominium service management. 

RQ2: Which continent contributes 

the most to the research of the 

impact of ICT on condominium 

management? 

Identify which continent provides more 

knowledge about the impact of ICTs into 

Condominiums Management. 
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RQ3: What year was the highest 

percentage of articles collected 

published? 

Identify in which year the highest percentage of 

the scientific articles collected was published. 

 

A. Search Source 

To search for the articles, 7 academic repositories have been used. 

 

Table 2: Quantity of items pre – criteria 

 

Database Amount Percentage 

IEEE XPLORE 18 23% 

IJIES 2 3% 

ResearchGate 2 3% 

ScienceDirect  34 43% 

Scopus 8 10% 

Springer Link 8 10% 

Taylor & Francis 

Online 8 
10% 

 

The academic sources where more articles were found regarding the topic of research, before the criteria were met, are IEEE 

XPLORE and ScienceDirect. 

 

 
Fig. 2: Database Sources 

 

Search Terms 

Table 3: Search equations 

 

IEEE XPLORE • (("All Metadata":Condominium) AND "All 

Metadata":energy) 

• (("All Metadata":Apartment ) AND "All 

Metadata":management) 

• ((("All Metadata":Housing) AND "All 

Metadata":smart) AND "All 

Metadata":management) 

• (("All Metadata":literature review ) AND "All 

Metadata":academic) 

IJIES • ICT, Smart housing, apartment, building AND 

management 

• Management and Residential 

ResearchGate 
• ("Condominium") AND ("Service 

Management") 
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ScienceDirect • "Condominium" AND Service Management 

AND energy and Technology 

• Condominium or housing or resident and 

technology 

• Service management and condominium or 

apartment and technology 

Scopus • TITLE-ABS-KEY (condominium AND 

management) 

Springer Link • condominium and smart technology 

Taylor & Francis 

Online 
• Condominium, urbans and housing 

 

Inclusion and Exclusion Criteria 

The following criteria have been established with the purpose of filtering the scientific articles found and placing the 

correct information in the development of the research. 

 

Table 4: Inclusion and exclusion criteria 

 

Criteria 

 

 

 

 

Inclusion 

E1 Scientific articles from 2015 to 2020 

E2 

Scientific articles in the English 

language. 

E3 Scientific articles with valid DOI. 

E4 

Scientific articles that dictate the 

impact of the use of TICs on 

condominium management. 

 

 

 

 

Exclusion 

I1 

Scientific Articles Out of established 

time. 

I2 

Scientific articles, whose language is 

not English.  

I3 Articles not related to the topic. 

I4 

Scientific articles that do not answer 

research questions. 

 

Results 

Managing the Review 

 

The searches were carried out in order to answer the questions posed, from a total of 80, information was extracted that 
increases the research on the efficiency of ICTs into condominium management and services. 
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Fig. 3: Application of Inclusion Criteria 

Synthesize the result 

 

The 50 selected articles that meet the exclusion and inclusion criteria were analyzed, thereby obtaining answers to the 

questions in this investigation 

 

Table 5: Amount of post-criteria article 

 

Database Pre - Criteria Excluded Including Percentage 

IEEE XPLORE 18 5 13 26% 

IJIES 2 0 2 4% 

ResearchGate 2 0 2 4% 

ScienceDirect  34 13 21 42% 

Scopus 8 4 4 8% 

Springer Link 8 3 5 10% 

Taylor & Francis Online 8 5 3 6% 

TOTAL:  80 30 50 100% 

 

After the inclusion criteria were made, 50 articles were obtained, of which IEEE XPLORE and ScienceDirect remain the 

databases with the most contribution in this research. 

 

Table 6: Filtered items 

 

Database Filtered Article 

IEEE XPLORE 

(Kutnjak, Pihiri and Furjan, 

2019)(Yang, Li and Liu, 2016) 

(Manakova, Kolisnyk and Manakov, 

2019) (Rubio and Gulo, 

2016)(Esmaeili, Woods and Omar, 

2016)(Shahrour et al., 2017) 

(Lojanica, Colic-Damjanovic and 
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Jankovic, 2019)(Aljer et al., 

2017)(Gurlev and Khomyakova, 

2016)(Gupta et al., 2018)(Kireev et 

al., 2018)(Delmastro et al., 

2015)(Izumida Martins et al., 2015) 

IJIES 
(Mokhsin et al., 2020)(Bifulco et al., 

2016) 

ResearchGate 
(Nguyen et al., 2017)(Toporov, 

2020) 

Science Direct  

(Le, Le Tuan and Dang Tuan, 

2019)(Day and O’Brien, 2017)(Kuo, 

2020)(Borsekova, Vanova and 

Vitalisova, 2016)(Yeh, 2017)(Al 

Dakheel et al., 2020)(Moglia, Cook 

and McGregor, 2017)(Rumeau et 

al., 2020)(Alfalah and Zayed, 

2020)(Rahman et al., 

2015)(Bouzguenda, Alalouch and 

Fava, 2019)(Haverinen-Shaughnessy 

et al., 2018)(Sirombo et al., 

2017)(Jafari and Valentin, 

2018)(Mangiante et al., 

2020)(Franke and Nadler, 

2019)(Nižetić et al., 2019)(Heras-

Saizarbitoria et al., 2020)(Minuto et 

al., 2020)(Easthope, van den 

Nouwelant and Thompson, 

2020)(Bandara et al., 2020) 

Scopus 

(Haini et al., 2019)(Vergara, Gruis 

and van der Flier, 2019)(Rengarajan 

and Venkatesh, 2019)(Aramraks and 

Gondo, 2019) 

Springer Link 

(Pojani and Baar, 2016)(Kameli et 

al., 2020)(Seifi, Adeli and Holden, 

2020)(Sandkuhl et al., 

2018)(Mohamad et al., 2020) 

Taylor & Francis 

Online 

(Rosen and Walks, 2015)(Mandič 

and Filipovič Hrast, 2019)(Donoso 

and Elsinga, 2018) 

TOTAL:  50 items filtered 

 

In Table 6 shows the distribution of articles collected by database, with ScienceDirect being the academic source with the 
highest papers selected. 

 

 
  

Fig. 4: Percentage of Articles per Database 
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Figure 4 shows the percentages of articles collected from academic databases, with ScienceDirect being the largest with 

42% 

Article Segmentation 

 

Through the Literature Review of the fifty selected articles, it is noted that ICT significantly influences 3 segments into 
condominium management and services. 

• TICs in condominium management activities. 

• Internal Communication 

• Ecoefficiency 

 

Table 7: Segmentation of items. 

Impact Article Quantity Percentage 

Activities of the management. (Bifulco et al., 2016)(Mokhsin et al., 2020) 

(Manakova, Kolisnyk and Manakov, 

2019)(Haini et al., 2019)(Day and O’Brien, 

2017)(Kuo, 2020)(Kameli et al., 

2020)(Nguyen et al., 2017)(Borsekova, 

Vanova and Vitalisova, 2016)(Yeh, 2017) 

(Rumeau et al., 2020)(Alfalah and Zayed, 

2020)(Shahrour et al., 2017)(Lojanica, 

Colic-Damjanovic and Jankovic, 

2019)(Aljer et al., 2017)(Gurlev and 

Khomyakova, 2016)(Gupta et al., 

2018)(Kireev et al., 2018)(Vergara, Gruis 

and van der Flier, 2019)(Rengarajan and 

Venkatesh, 2019)(Rahman et al., 

2015)(Bouzguenda, Alalouch and Fava, 

2019)(Yang, Li and Liu, 2016) 

23 56% 

Internal Communication (Esmaeili, Woods and Omar, 2016)(Mandič 

and Filipovič Hrast, 2019)(Bandara et al., 

2020)(Le, Le Tuan and Dang Tuan, 

2019)(Seifi, Adeli and Holden, 

2020)(Sandkuhl et al., 2018) 

6 15% 

Eco-efficiency (Haverinen-Shaughnessy et al., 

2018)(Delmastro et al., 2015)(Sirombo et 

al., 2017)(Mohamad et al., 2020)(Jafari and 

Valentin, 2018)(Mangiante et al., 

2020)(Franke and Nadler, 2019)(Izumida 

Martins et al., 2015)(Nižetić et al., 

2019)(Minuto et al., 2020)(Al Dakheel et 

al., 2020)(Moglia, Cook and McGregor, 

2017) 

12 29% 

 

A higher percentage of research was obtained regarding the incorporation of ICTs in the actions carried out by the 

condominium management, which explain the benefits of implementing digital spaces to automate these activities and have 

better control over them. 

 

Research on eco-efficiency in condominiums was registered, where, based on a variety of literature reviewed, these show 

the importance of incorporating ICTs in condominium energy systems to reduce the emission of CO2 in the environment, a 

product of this in the corresponding countries implementation is mandatory for the European Union. 

 

As a last segment, there is the internal communication investigations in the condominium, in which, most of these 

investigations show the benefits of having virtual means (web system, mobile application) for constant communication 
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between apartments owners with condominiums Management., and these communications can be given to request a service, 

notify any incident or answer any questions from the resident. 

 

 
 

Fig 5: Three segments of research 

Percentage of articles by continent 

 

Through review of the articles chosen visualizes the provenance of the authors who contribute in this research, the 

information was organized through tables and statistics for greater understanding. 

 

Table 8: Number of articles per continent 

 

Continent 
Amount 

of Article 
Percentage Articles 

America 9 18% 

(Rubio and Gulo, 2016)(Day and O’Brien, 

2017)(Rosen and Walks, 2015)(Vergara, 

Gruis and van der Flier, 2019) (Seifi, Adeli 

and Holden, 2020)(Jafari and Valentin, 

2018)(Mangiante et al., 2020)(Izumida 

Martins et al., 2015)(Nižetić et al., 2019) 

Asia 15 30% 

(Le, Le Tuan and Dang Tuan, 2019) 

(Esmaeili, Woods and Omar, 2016) 

(Mokhsin et al., 2020)(Haini et al., 

2019)(Kuo, 2020)(Kameli et al., 

2020)(Nguyen et al., 2017)(Yeh, 

2017)(Alfalah and Zayed, 2020)(Gupta et 

al., 2018)(Rengarajan and Venkatesh, 

2019)(Rahman et al., 2015)(Mohamad et al., 

2020)(Bandara et al., 2020)(Aramraks and 

Gondo, 2019) 

Europe 24 48% 

(Kutnjak, Pihiri and Furjan, 2019)(Pojani 

and Baar, 2016)(Yang, Li and Liu, 2016) 

(Manakova, Kolisnyk and Manakov, 2019) 

(Bifulco et al., 2016)(Borsekova, Vanova 

and Vitalisova, 2016)(Al Dakheel et al., 

2020)(Rumeau et al., 2020)(Aljer et al., 

2017)(Shahrour et al., 2017)(Toporov, 

2020)(Lojanica, Colic-Damjanovic and 

Jankovic, 2019)(Gurlev and Khomyakova, 
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2016)(Bouzguenda, Alalouch and Fava, 

2019)(Mandič and Filipovič Hrast, 

2019)(Sandkuhl et al., 2018)(Haverinen-

Shaughnessy et al., 2018)(Delmastro et al., 

2015)(Sirombo et al., 2017)(Franke and 

Nadler, 2019)(Heras-Saizarbitoria et al., 

2020)(Minuto et al., 2020)(Donoso and 

Elsinga, 2018)(Kireev et al., 2018) 

Oceania 2 4% 

(Moglia, Cook and McGregor, 

2017)(Easthope, van den Nouwelant and 

Thompson, 2020) 

 

In Table 8 shows the publications of the papers according to continent of origin. 

 

 

 
 

Fig. 6:  Map of Articles by Continent 

 

On the map it is observed that the dark green color is found on the continents Europe and Asia, in addition it is Italy the 

European country where the most papers were collected. 

 

 
 

Fig. 7: Percentage of Items by Continent 

 

It is noted that most of the articles collected are from the European continent, which account for 48%. 

B. Percentage of articles by year of publication 

The following tables and figure were made to answer the question. 
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Table 9: Number of items per year 

 

Year 
quantit

y 
Percentage Articles 

2015 4 8% 

(Rosen and Walks, 2015)(Rahman et al., 

2015)(Izumida Martins et al., 2015)(Delmastro et 

al., 2015) 

2016 7 14% 

(Pojani and Baar, 2016)(Yang, Li and Liu, 

2016)(Rubio and Gulo, 2016)(Esmaeili, Woods and 

Omar, 2016) (Bifulco et al., 2016)(Borsekova, 

Vanova and Vitalisova, 2016) (Gurlev and 

Khomyakova, 2016)  

2017 7 14% 

(Day and O’Brien, 2017)(Nguyen et al., 2017)(Yeh, 

2017)(Moglia, Cook and McGregor, 

2017)(Shahrour et al., 2017)(Aljer et al., 

2017)(Sirombo et al., 2017)  

2018 6 12% 

(Gupta et al., 2018)(Kireev et al., 2018)(Haverinen-

Shaughnessy et al., 2018)(Sandkuhl et al., 

2018)(Jafari and Valentin, 2018) (Donoso and 

Elsinga, 2018) 

2019 12 24% 

(Kutnjak, Pihiri and Furjan, 2019)(Manakova, 

Kolisnyk and Manakov, 2019)(Le, Le Tuan and 

Dang Tuan, 2019)(Haini et al., 2019)(Lojanica, 

Colic-Damjanovic and Jankovic, 2019)(Vergara, 

Gruis and van der Flier, 2019)(Rengarajan and 

Venkatesh, 2019)(Bouzguenda, Alalouch and Fava, 

2019)(Franke and Nadler, 2019)(Nižetić et al., 

2019)(Aramraks and Gondo, 2019) (Mandič and 

Filipovič Hrast, 2019) 

2020 14 28% 

(Mokhsin et al., 2020)(Kuo, 2020)(Kameli et al., 

2020)(Al Dakheel et al., 2020)(Rumeau et al., 

2020)(Alfalah and Zayed, 2020)(Toporov, 

2020)(Seifi, Adeli and Holden, 2020)(Mohamad et 

al., 2020)(Mangiante et al., 2020)(Minuto et al., 

2020)(Heras-Saizarbitoria et al., 2020)(Easthope, 

van den Nouwelant and Thompson, 2020)(Bandara 

et al., 2020) 

 

In Table 9, the selected papers are distributed by publication year. 
 

 
Fig. 8: Percentage of Articles per Database 
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Among the fifty articles collected, the highest percentage is 28%, with papers whose publication date is 2020, and the articles 

published in 2019 are 24%, which means that the information is updated with the date of preparation of the present research. 

 

Discussion 

 
After answering the questions posed in the previous chapter with the information obtained through the collected articles, the 
following arises. 

Esmaeili, Woods and Omar (2016) investigated the benefits of using a network to transfer knowledge about Malaysian condo 
waste management through a thorough review, they concluded that by having an interface that allows condominiums 
management to provide a database to owners on how to manage their waste, with the goal of improving communication with 
them, they retain. In addition to providing training, they also expose the importance of installing trash cans of different colors 
by type of waste in the common spaces of the condominium.  

Manakova, Kolisnyk and Manakov (2019) discussed the need to implement a condominium-level  infocommunication system, 
which allows owners to request condominium management and services, while automating management tasks. The article 
proposes that the system should be carried out in a mobile application because in their research they mention that seventy-
seven percent of the population around the world have mobile phones; Another article that contributes to the subject is by the 
authors Bifulco et al (2016) who in their research mention the importance of ICTs in the provision of services and how this 
technology helps the modernization of the community. 

Day and O’Brien (2017) expose the problems of over-automating the services offered by condominium management, there by 
achieving the dissatisfaction of residents, because the owners have not control over their home, the problem lies because of 
offering more technologies than owners need, for example they mention that condominium residents do not enjoy their home 
due to recurring inconveniences such as light sensors on their private property, in corridors and common areas, causing eye 
discomfort, and loss of energy because the sensors are also activated during the day, financially affecting residents in their 
maintenance payments. 

In figure 5 shows the impact of THE use of ICT on condominiums through virtual platforms and smart artifacts, focusing on 
3 mainly segments, which is consistent, as implementing them provides benefits to residents and management companies in 
automating the activities, internal communication and eco-efficiency of the condominium. 

In figure 7, the highest percentage of published articles were obtained from Europe, because the continent is proposing a new 
model of condominium management with the use ICT to automate its activities, request services and improve eco-efficiency, 
the latter has  become a significant  issue  for the European Union, Due to the high pollution generated by the real estate sector, 
for this reason the Energy Performance Certificate has been issued in order to reduce the high polluting percentages by relying 
on new technologies. There is correspondence with the proposal and it is expected that in the medium term they can be 
implemented in the other continents, thereby achieving different benefits to the main actors such as the environment, residents 
and management companies. 

In figure 8, it shows that the majority of articles were published in the years 2019 and 2020, because the inquiries of 
incorporating ICTs into condominiums management. are increasing in recent years, which reveal the benefits of 
incorporating them new technologies in this style of housing. 

All the information obtained has analyzed the benefits of ICT in the services offered by condominium management, however, 
it has agreed with Day & O'Brien It is important to know what the owners want, before offering services supported by the 
ICTs that they do not need. Not all condos are the same, there are some that do not need as many automations and instead of 
facilitating the work, it generates more problems.  

 

Conclusion 

 
The study has used the systematic review of literature, which analyzed articles from 2015 to 2020, initially obtained eighty 

articles, from seven academic databases, of which fifty meet the established criteria and provide answers to research 

questions. 
 

From the research was obtained the information that indicates the benefits of ICT into condominium management and services, 
because they automate work of the administrators, saving time in being elaborated and makes it easier for owners to access 
these services by technological means, in addition, provides the protection of the data generated by residents by storing them 
in digital spaces and not kept on attached paper sheets, also helps to transmit transparent information about what is happening 
in their respective condominiums for both owners and administrators. 

This review highlights the great impact that has been made by incorporating TICs into the eco-efficiency of the condominium. 
The way to apply technologies to reduce the high pollution generated by these types of houses and promote ecological 
principles for all stakeholders. 
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During the collection of these articles, the importance of communication was observed because it has a great influence between 
both parties for both the owners and the management of the company. The method of improving this communication is through 
more followed active listening and empathy with them, so they can detect their needs and satisfy them. 
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Abstract 

Companies have deficiencies in the management of services provided to users, the advancement of technology has improved 

the efficiency of this management, implementing the Information Technology Infrastructure Library (ITIL) not only 

improves efficiency, but also reduces costs, improves performance, effectiveness and increases productivity in the service 

by providing timely responses to the attention of users. ITIL is the standardization of the definition of processes oriented to 

the quality of service, adapting to the needs of the areas that use Information Technology (IT). The reasons for conducting 

this study indicate that ITIL has benefits in the management of services that companies provide to their respective users. 

This research is a systematic review, which aimed to answer the following questions: what are the benefits of using ITIL 

methodology in service management in companies and what are the most common inefficiencies in Service Management, 

for which 50 scientific articles related to the topic were taken and are published between 2015 to 2020, which were extracted 

from different academic sources such as: IEEE Xplore, Scopus, ScienceDirect, Scielo, Springer Link and Redalyc. The result 

of this research shows the benefits of using the ITIL methodology and the most common inefficiencies in companies. In 

conclusion, the most important benefit is to improve the integration of IT with the business giving 50.70% of the collected 

items and the most common inefficiencies in Service Management in companies are user dissatisfaction and skills gap 

obtaining an equal percentage. 

Keywords: ITIL methodology, ITIL Methodik, IT Service Management, “ITIL METHODOLOGY” AND “SERVICE 

MANAGEMENT” 

Introduction 

Today, the influence of Information Technology (IT) services as a source of competitive advantage for organizations of all 

sizes has been widely accepted by practitioners, governments and academics. To gain this competitive advantage, it is critical 

to understand the concept and process of IT service management. As businesses become more service-dependent and the 

complexity of the service management process increases, these issues become increasingly important (Shrestha et al., 2020). 

Information systems are becoming increasingly complex, especially with the introduction of software packages based on 

complete technology platforms, this complexity and duplication of business information will generate additional costs in the 

areas of development and maintenance. In the IT field, one of the most important reference models for service management 

is the ITIL methodology, which manages to describe a broad set of management procedures designed to achieve the following 

objectives: Support companies to achieve high financial quality and value in IT operations.(Belkadi, Ilias and Mohamed, 

2019). 

Organizations faced process inefficiencies and higher IT operating costs. Some people criticized its approach and 

effectiveness. ITIL uses the Plan-Do-Check-Act (PDCA) cycle to continuously improve service management operations. 

However, it is difficult to develop a service operation improvement plan and understand current service 

operations.(Yamamoto, 2017). 

A key requirement for service providers is to define, manage and deliver IT services to effectively support business objectives 

and customer needs. There are several reference models of IT Service Management (ITSM) processes, and the ITIL method 

is considered the standard production reference model of ITSM.(Orta and Ruiz, 2019). 

The article contains the summary where the objective of the research was detailed, in the introduction it was specified the 

motivation of why the research to the ITIL methodology, in the methodology it was specified about the methodology of the 
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Systematic Literature Review (SLR) and the two research questions are posed, In the results, a list of the most important 

benefits of implementing ITIL in a company and the most common inefficiencies in service management are detailed. In the 

discussion, answers to the two research questions are given and discussions on the results are raised, and finally, the final 

conclusion of the article is presented. 

Methodology 

Type of study 

The present research uses the Systematic Literature Review (SLR) defined in the Preferred Reporting Items for Systematic 

Review and Metaanalysis (PRISMA) guide, which focuses on collecting and making clear and structured summaries of the 

information, helping to provide a global, objective and transparent vision to answer the questions, this method is reliable and 

rigorous in order to identify the current state of research on the topic to be addressed. 

The following graph shows the flow chart with the activities to be carried out in order to search for articles that will answer 

the questions previously posed. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Research Question 

The research questions and their motivation for this study are: 

Table 1: Research Questions 

RQ´s Motivation 

RQ 1: What are the benefits of using ITIL methodology 

in service management in companies? 

To know which are the benefits of the ITIL 

methodology in the management of services in the 

companies. 

RQ2: What are the most common inefficiencies in 

Service Management? 

To know which are the most common inefficiencies in 

service management companies. 

 

Search Strategy 

Fig 1. RSL Flowchart 
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To achieve the search of articles and to answer the questions of this study, the following equations were used: 

• ITIL methodology 

• ITIL Methodik 

• IT Service Management 

• “ITIL METHODOLOGY” AND “SERVICE MANAGEMENT” 

ITIL methodology and ITIL Methodik will contribute to the first variable, IT Service Management will contribute to the 

second variable and the equation "ITIL METHODOLOGY" AND "SERVICE MANAGEMENT" will contribute to both 

variables, thus answering the questions posed. 

The following graph shows the number of items obtained for each of the 5 equations, obtaining a total of 87 items collected. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Data Extraction 

For the search of articles related to the topic, the following databases were used: 

• IEEE Xplore 

• Scopus 

• ScienceDirect 

• Scielo 

• Springer Link 

• Redalyc 

In order to obtain the largest number of articles that provide answers to the questions posed, a search was performed in six 

different databases with the equations posed. All the equations were executed in each database, however, success was 

obtained with certain equations, as shown in table 2 below. 

Table 2: Search Equation 

Data Base Equations 

IEEE XPLORE • ITIL methodology 

Scielo • ITIL methodology 

• IT Service Management 

• “ITIL METHODOLOGY” AND “SERVICE MANAGEMENT” 

Fig 2. Keywords 
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ScienceDirect • ITIL methodology 

• IT Service Management 

• “ITIL METHODOLOGY” AND “SERVICE MANAGEMENT” 

Scopus • ITIL methodology 

• IT Service Management 

• “ITIL METHODOLOGY” AND “SERVICE MANAGEMENT” 

Springer Link • ITIL methodology 

• ITIL Methodik 

• IT Service Management 

Redalyc • ITIL methodology 

• “ITIL METHODOLOGY” AND “SERVICE MANAGEMENT” 

The following graph Fig 3 shows the quantities obtained in each of the databases. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig 4. shows the percentage, obtaining a total of 87 items. 

Fig 3. Amount collected 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

72



 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Inclusion and Exclusion Criteria 

The criteria that have been established in order to filter the scientific articles collected are: 

Table 3: Inclusion and exclusion criteria 

Criteria 

Inclusion I1 Scientific articles, case studies related to ITIL Methodology and service 

management. 

I2 Scientific articles in English, Spanish and German. 

I3 Scientific articles published between 2015 and 2020. 

Exclusion E1 Articles not related to the topic studied. 

E2 Articles that do not answer the questions. 

E3 Articles out of research range. 

E4 Similar articles, but in different databases. 

Results 

After completing the search process, a total of 87 articles were obtained, which were reviewed by obtaining 6 duplicate 

articles from different databases, the articles were excluded because they did not comply with the inclusions, and 50 selected 

articles were obtained to answer the questions, obtaining a total of 37 articles excluded because they did not respond. 

Fig 4. Database Search Percentage 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

73



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The 87 items collected are from the year 2015 to 2020 which is visualized that a greater amount of collection was obtained 

in 2018, 2019 and 2020, however, the most chosen items are from 2019.  

Table 4: Years of harvesting 

Year Collected Chosen Percentage of Elected 

2015 11 5 10 % 

2016 5 2 4 % 

2017 15 10 20 % 

2018 18 12 24 % 

2019 20 13 26 % 

2020 18 8 16 % 

After reading the articles, we proceed to answer the questions posed according to the articles collected. 

At the time of reading the articles and answering the 2 questions, the percentage of the quantity of the chosen articles that 

manage to contribute to or contextualize the 2 variables posed was shown. 

Fig 5. Inclusion and Exclusion 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

74



 

 

 

 

 

 

 

 

 

 

 

 

 
 

In table 5, will show the list of benefits of implementing the ITIL methodology in which the number and percentage of items 

that support a certain benefit is presented. 

Table 5: List of Benefits 

Benefit Article Quantity Percentage of the 

collected 

Improve IT 

service quality 

(Suryawan and Veronica, 2018) (Herrera and 

Van Hillegersberg, 2019) (Blumberg et al., 

2019) (Belkadi, Ilias and Mohamed, 2019) 

(Shrestha et al., 2020) (Gómez Miranda and 

Salas Cruz, 2019) (Bayona, Baca and Vela, 

2017) (Gunawan, 2019) (Dahar and Roudies, 

2019) (Hartawan and Suroso, 2017) 

(Chunpir and Ismailzadeh, 2020) (Quintero, 

Fernanda and Villamil, 2017) 

12 30 % 

Improve IT 

Business 

Integration 

(Yamami et al., 2017) (Veronica and Debora 

Suryawan, 2018) (Rubio and Arcilla, 2020) 

(Almeida et al., 2018) (Orta and Ruiz, 2019) 

(Haryanti and Pribadi, 2019) (Gërvalla, 

Preniqi and Kopacek, 2018) (Cruz-Hinojosa 

and Gutiérrez-De-Mesa, 2016) (De Barros et 

al., 2015) (Iden, Eikebrokk and Marrone, 

2020) (Ferreira, Nery and Pinheiro, 2016) 

(Yamamoto, 2017) (Melendez and Dávil, 

2018) (Berger, Shashidhar and Varol, 2020) 

(Dávila et al., 2020) (Andri et al., 2019) 

(Verlaine, Jureta and Faulkner, 2015) 

(Percheiro et al., 2017) (Rost and Welke, 

2020) (Calvo et al., 2015) (Moscoso Zea, 

Paredes Gualtor and Luján Mora, 2019) 

(Wiedenhoft, Luciano and Magnagnagno, 

2017) (Ettish, El-gazzar and Jacob, 2017) 

23 57.50 % 

Provide a good 

management of 

IT services 

making 

customers trust 

in IT tools 

(Ivosić, 2017) (Ng, 2018) (Isacás-Ojeda et 

al., 2018) (Tenschert et al., 2018) (Puentes 

Figueroa and Maestre, 2019) 
5 12.50 % 

Fig 6. Percentage of contribution in variables 
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In table VI, shows the list of the most common inefficiencies in the management of services, in which the number and 

percentage of items underlying the inefficiencies are presented. 

Table 6: List of Inefficiencies 

Inefficiency Article Quantity Percentage of the 

collected 

Skill gap (Correa and Mexas, 2018) (Schorr 

and Hvam, 2019) (Schorr and 

Hvam, 2018) (Yandri et al., 2019) 

(Iden and Eikebrokk, 2015) 

5 50 % 

User dissatisfaction (Handayani et al., 2018) (Woo, 

Jeong and Huh, 2020) (Zuev, 

Kalistratov and Zuev, 2018) (Jäntti 

and Cater-Steel, 2017) (Sánchez 

and Manzano, 2015)  

5 50 % 

Discussion 

After the collection of the articles, the two questions are answered and the following is specified. 

Benefits of ITIL Methodology implementation 

Melendez, K. and Davila, A. (2018). Due to the growing popularity of information technology, the ITSM Model has been 

developed to enable organizations to effectively provide services and deliver higher quality. ITIL was developed to provide 

a set of standardized processes to provide IT services to organizations in an effective, efficient and consistent way, it was 

possible to develop processes to understand, capture and constantly satisfy the needs of the client. (Ng, 2018) 

ITIL es una colección de procesos, funciones y roles predefinidos que constituyen una mejor práctica en el campo de la 

ITSM. Los principales beneficios de tener una metodología ITIL incluyen la mejora en la calidad de los servicios de TI, la 

satisfacción del usuario y la integración de los servicios con los objetivos de la empresa; también comprende tres segmentos 

principales: el apoyo, la prestación de servicios y la aplicación de seguridad. (Blumberg et al., 2019). ITIL es una colección 

de procesos y funciones, y las empresas de hoy se dan cuenta de que quieren lograr estos beneficios y, por lo tanto, garantizar 

una mejor calidad de servicio.(Tenschert et al., 2018) 

La ITSM es un método de gestión de sistemas de tecnología de la información que tiene como objetivo alinear las TI con las 

necesidades comerciales para gestionar la prestación de servicios de TI de alta eficiencia con garantía de calidad. (Gunawan, 

2019) 

Most common inefficiencies in Service Management 

In general, the use of best practices in IT service management has become a key skill for successful management and 

improvement of service delivery, but the existence of skill gaps has caused dissatisfaction with service quality among users. 

(Correa and Mexas, 2018). IT service operations have a higher priority because it interacts with customers every day, which 

directly affects end-user satisfaction. (Jäntti and Cater, 2017) 

Difficulties in managing the adequacy of IT services, little knowledge of the appropriate tools to support the service 

orientation provided by organizations. 

After answering the questions, the following discussions are held: 

In table 5, the 3 most important benefits for the companies after the implementation of the ITIL Methodology are visualized. 

According to the results shown in this study, ITIL improves the integration of IT with the business, which means that IT 

services will be optimized and will align and contribute to the business processes or objectives, being favorable to the 

economy of the company with the reduction of costs. 

In table 6, an equal percentage was obtained between the two most common inefficiencies in Service Management in 

companies. This means that user dissatisfaction arises because employees, lacking knowledge about IT services, are not able 
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to offer what was previously set out in their objectives, resulting in a decline in the company's performance when it does not 

meet the needs of its users or customers. 

Conclusion 

The present review article achieved the stated objective and after an analysis of the articles collected from the years 2015 to 

2020 it managed to answer the 2 research questions posed. 

It was concluded that companies have difficulties in managing and adapting IT services causing a decline for the company, 

so ITIL is a good framework that manages to support the integration of products, offers a set of standardized processes for 

effective, efficient and consistent delivery of IT services, processes related to IT services are planned and carried out on a 

routine basis, achieving restore the service level to minimize the negative impact on the company. 
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Abstract 
 
The Corona Disease 2019 (COVID-19) pandemic has changed the world considerably and has disrupted businesses and 
people’s lives globally. In response to the pandemic, businesses have seen increased demand for corporate social 
responsibility (CSR). Businesses can increase their investments in CSR initiatives during the pandemic through various 
actions. This study examines how the various motives of philanthropy CSR influence perceived quality of life, company 
image, and advocacy. This study employed surveys of 719 respondents from five regions in Indonesia that had the highest 
number of COVID-19 cases in the country. A structural equation model was used to test the hypothesis. The results showed 
that value and strategic motives positively influenced the perceived quality of life and corporate image, while the egoistic 
motive was negatively associated with both the perceived quality of life and the image of the company. The study also 
suggested that advocacy was strongly related to the perceived quality of life instead of a corporate image. The results indicate 
that, during a pandemic, both public- (i.e. value) and firm-serving (i.e. strategic) motives can have the same impact as long 
as people perceive that the businesses are sincere. 
 

Keywords: Advocacy, COVID-19, CSR motive, Indonesia, quality of life.    
 

Introduction 

 
The emergence of the Coronavirus Disease 2019 (COVID-19) pandemic has affected many countries, including Indonesia. 
The total number of COVID-19 cases in Indonesia as of November 2020 has reached more than 500,000 (Komite Penanganan 
Covid-19 dan Pemulihan Ekonomi Nasional, 2020). During this pandemic, many parties have undergone activities to address 
its overall impact. Many companies in Indonesia have also initiated involvement in Corporate Social Responsibility (CSR) 
initiatives to help those who have been affected. Businesses are allowed to operate for profit, but individuals also interact 
with businesses in one or more roles (i.e. stakeholders), and without stakeholders’ support, it would not also be possible for 
business to survive. According to van der Vegt et al (2015), there is a mutual dependency between companies and their 
stakeholders, which generates a moral responsibility for companies to support their stakeholders during crisis, whether it is 
a financially rewarding move or not.   

Corporate Social Responsibility (CSR) is an activity that creates a potentially strong relationship between the company and 
stakeholders (Peloza and Shang 2011), and customers and society are included in these stakeholders. The ability of CSR to 
create corporate value depends on its ability to develop positive relationships with stakeholders (Barnett, 2007). CSR and 
sustainability issues are two themes that are consistently used in discussions related to economic, social, and environmental 
contributions and as a consequence of business activities (Torugsa et al. 2013). Various types of social activities have been 
carried out by companies that refer to the company's internal policies, programs, and activities to reflect the company's 
relationship with its stakeholders (Öberseder et al. 2013).  
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The most popular CSR activities include donating money to the community, voluntary participation in community activities, 
and increase in energy efficiency or waste treatment measures (Raleigh 2014). Various types of CSR activities aimed 
specifically at stakeholders will contribute different benefits and values for all parties related to these CSR activities.  
 
While many companies have carried out CSR activities, stakeholders are the entities that encourage these activities, either 
directly or indirectly (Kiessling et al. 2016). Moreover, while these activities aim to support social and environmental issues, 
demonstrated by the company's attention and concern for those problems, these CSR initiatives do not necessarily lead to a 
positive outcome. This is because the community has different perceptions of the reasons companies carry out these activities 
(Balqiah et al. 2017; Baskentli et al. 2019; Lee et al. 2018), and thus it has a different impact on the company and society. 
This study aims to explore whether philanthropy CSR initiatives will deliver positive perceived CSR motives by 
communities, which in turn has a positive impact on CSR beneficiaries, and further has a financial impact on the company.   
 

Literature Review  

CSR motive and corporate image 
 
Scholars have conducted research on CSR activities and their relative influence on the consumers’ perception, attitude, and 
behaviour (Nyarku and Ayekple 2018). Some studies have noted that CSR practices conducted by some forms are initiated 
by different motives, such as sustainability, legitimacy, and profit. However, Brønn and Vidaver-Cohen (2008) believe that 
these are not the only main motives. Ellen et al (2006) explores four type of CSR motives: value-driven, stakeholder driven, 
strategic driven, and egoistic attribution. Value-driven motives arise when a company cares about social activities. 
Stakeholder-driven motives reflect the belief that CSR initiatives are conducted to fulfill stakeholder expectation. The 
strategic-driven motive is perceived when the motive is driven by business objectives (e.g., retaining new customers, 
attracting new customers), and the egoistic motive is perceived negatively because CSR activities are pursued to bring 
benefits to the business (e.g., to gain publicity or to write off the taxes) 

When a company engages in CSR activities, costumers or the community probably question the businesses’ intentions toward 
their CSR activities. According to Ellen et al (2006), CSR motives could be categorized as firm serving (i.e. for the interest 
of the company) and public-serving motives (i.e. to respond to the community’s issue or to serve the community). In general, 
people or costumers specifically could still perceive positively the strategic motive, but they evaluate negatively any selfish 
motives which bring action only intended to further the firm’s interest (Ellen et al. 2006). Research has proven that CSR 
activities enhance corporate image and reputation (e.g. Chung et al. 2015; Weber 2008). The adoption of CSR activities and 
people’s awareness of these activities have contributed substantially to the building and establishment of a good long-term 
corporate image and reputation (Perks et al. 2013). In the context of this discussion, therefore, this study proposes the 
following hypothesis: 

H1a-d: The customer’s perception of value, stakeholder, strategic, and egoistic CSR motives will influence firms’ corporate 
image 

CSR motives and the perception of quality of life  

Quality of life (QOL) is defined as the degree to which human needs are fulfilled based on the subjective well-being 
perception of individuals or groups (Costanza et al. 2007). These human needs cover aspects such as security, affection, 
subsistence, and reproduction. Subjective well-being is a term used to refer to the level of well-being that an individual 
experiences based on his or her evaluations of their lives. Those evaluations include the individual’s judgment and feelings 
about his or her life satisfaction, and the evaluation can be both positive and negative and have any affective reactions to a 
person’s important domains (e.g., life events, health) (Diener and Ryan 2009). The QOL philosophy provides direction for 
business and marketing specifically to develop products, services, and programs that can improve consumer welfare and 
minimize the negative effects on consumers and society (Sirgy et al. 1982). According to Öberseder et al (2013), social 
initiatives in business are defined as programs, policies, or practices that are conducted by a firm to increase value or benefit 
to society, which are mostly assumed by customers to have mixed motives. CSR initiatives that are perceived to have good 
intentions and motives can also be associated with having an impact on increasing customers’ quality of life, and vice versa 
(Yuliati et al. 2017). Hence, this study proposes the following hypothesis: 
 
H2a-d: Customers’ perception of value, stakeholder, strategic, and egoistic CSR motives will influence the perception of 
quality of life.  
 

Corporate image (CI) and advocacy 
 
Various previous studies have proven that companies that conduct CSR activities sincerely will positively affect the 
perception of a firm’s corporate image (CI), reputation, and consumer attitudes and also improve the relationship between 
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the company and its customers. In other words, CSR activities can be beneficial for businesses to form a positive image (DY. 
Kim and J. Kim 2014). According to Faria and Mendes (2013), CI has a strong connection with customer satisfaction, 
behavioral intention, and loyalty. A good corporate image will present a higher chance to be positively communicated. Brand 
advocacy is usually related to positive word of mouth (PWOM) as a result of customers’ positive experiences toward 
products, services, and providers (Westbrook 1987). Hence, this study proposes the following hypothesis: 

H3: Company image influences advocacy 

Quality of life (QOL) and advocacy 

One of the purposes of CSR activity conducted by a firm is to contribute to economic sustainability and to improve 
customers’ and community’s quality of life (Amoroso and Roman 2015). A study conducted by Balqiah et al (2013) showed 
a relationship among QOL, corporate reputation, CSR belief, and CSR awareness. The result emphasized that, by 
contributing to customers’ quality of life, these individuals would be very loyal and protect the brand or the product’s 
reputation. Therefore, this study purposes the following hypothesis: 

H4: The perception of quality of life influences advocacy.  

Method 

Data were collected using an online cross-sectional survey among 719 respondents in seven provinces in Indonesia. These 
provinces were chosen due to their number of COVID-19 cases. First, the respondents were given articles related to COVID-
19 CSR philanthropy, conducted by two companies in Indonesia that were specifically intended to support medical personnel 
(i.e. providing personal protection equipment, masks, and sanitizer). Second, the respondents responded to a five-point Likert 
scale questionnaire that consisted of 11 items regarding CSR motives adapted from Ellen et al (2006), 3 items regarding 
corporate image adapted from Latief et al (2020), 4 items about advocacy adapted from Baskentli et al (2019), and 10 items 
on quality of life adapted from Lee et al (2018). The data were tested using the structural equation model (SEM) with AMOS 
to test the hypotheses.  
 

Results 
 

At first, the measurement model exhibited inadequate fit and needed to be modified based on the modification indices 
information. After performing the modification, the measurement model exhibited adequate fit X2 (1070.795), RMSEA 
(0.056), CFI (0.920), GFI (0.91), CMIN/DF (3.265), and SRMR (0.052). Reliabilities were also assessed, and all measures 
exemplified acceptable construct reliability (CR), ranging from 0.60-0.94 by exceeding the recommended 0.60 threshold 
(Hair et al., 2014). The average variance extracted ranged from 0.350-0.697, exceeding the recommended 0.30 threshold 
recommended by Igbaria et al. (1995) and could be considered as acceptable. The structural model and hypotheses were 
evaluated after attaining a validated measurement model. The original model exhibited a good model fit: X2 (1076.139), 
p<0.05, CFI (0.920), GFI (0.901), TLI (0.908), and RMSEA (0.056).  Hypothesis testing results are provided in Table 1.   
 
H1a-H1d predicted direct effects between CSR motives and corporate image. The results showed that value motive and 
strategic motive are positively related to corporate image, while egoistic motive had a negative direct effect on corporate 
image. Thus, H1a, H1c, and H1d were supported. There was no significant result regarding the relationship between the 
stakeholder motives on corporate image. The same results were also found for the relationship between CSR motives and 
the perception of quality of life. The perceived value motive and strategic motives were positively related to the perception 
of quality of life (thus confirming H2a and H2d). However, the perceived egoistic motive of CSR is negatively related to 
quality of life, thus H2c was also supported. There was no significant relationship between stakeholder motive and perceived 
quality of life (H2b was not supported). The study also found that individuals were willing to engage in the advocacy action 
when they perceived good quality of life (H4 was supported). There was no significant influence between company image 
and advocacy in this study (H3 was not supported).  
 

Table 1: TEST OF HYPOTHESES 

 

Hypothesis Critical 

ratio/Tvalue 

P-value Result 

H1a: Value motivecorporate image 5.986 *** Supported 
H1b: Stakeholder motivecorporate image 1.874 0.061 Not supported 

H1c: Egoistic motivecorporate image -2.254 0.024 Supported 
H1d:Strategic motive corporate image 3.033 0.002 Supported 
H2a: Value motivequality of life 5.986 *** Supported 
H2b: Stakeholder motive quality of life 1.291 0.197 Not supported 
H2c: Egoistic motive quality of life -2.776 0.006 Supported 
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Hypothesis Critical 

ratio/Tvalue 

P-value Result 

H2d:Strategic motive quality of life 3.978 *** Supported 
H3: Corporate image advocacy 1.311 0.190 Not supported 
H4: Quality of lifeadvocacy  2.533 0.011 Supported 

 

Discussion 

This study is consistent with the results of previous studies (e.g. Ellen et al. 2006) that value motive would be perceived 
positively for a firm’s image. However, the egoistic motive would bring some suspicions and doubts which could damage 
the corporate image, because people would see that CSR initiatives conducted by a company are not sincere (Ellen et al., 
2006). Egoistic and strategic motives have always been seen as firm-serving motives, but people seem to react differently to 
these motives. In terms of the strategic motive, respondents still perceive that the motive is not totally selfish, because they 
accept that businesses need to create profit as long as they can contribute to society, and the corporate image will also be 
positively influenced (Chung et al. 2015).  
 
Similar to the previous results, value and strategic motives facilitate positive evaluations of one’s life. These positive 
affections are related to the perception of individuals’ judgment about their life. If these individuals perceive the CSR motives 
of the company, they will feel more content with or positive about their own well-being (Diener and Ryan 2009). However, 
if individuals perceive that the motive is not genuine or is selfish, these individuals will feel that they are betrayed or 
manipulated, thus evoking negative reactions, anger, or unhappy feelings. These negative reactions will lower one’s quality 
of life.  
 
Surprisingly, in the context of this study, corporate image was found not to have a relationship with advocacy. This result is 
quite different from that of previous studies (e.g. Faria and Mendes 2013; Keller 2007). The result probably relates to the 
context of the pandemic during which there are pressures and greater priorities for firms to shift their CSR initiatives in order 
to directly respond to situations that could minimize the negative impact of the pandemic (e.g., fear, low security, 
deteriorating health).  Thus, firms that can engage in any actions to help increase the perceived quality of life will gain more 
support, positive communication, and high advocacy.  
 

Conclusion 

The study provides an extension for studying CSR motives in the context of the pandemic, specifically with respect to CSR 
motives, corporate image, quality of life, and advocacy, which are perceptual in nature. The results indicate that, to gain 
support and advocacy, the companies need to conduct CSR initiatives with good intentions. A public serving motive is 
naturally positively perceived, but a company that has a strategic motive that usually focuses in serving the company could 
also bring a good impact as long as it is perceived genuinely.  
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Abstract 
 

Game-based learning and Gamification are innovative pedagogical approaches used for educational purposes, but which 

require a strategic procedure both in terms of curriculum planning and in terms of the resources used. The aim of the article 

is to highlight the perceptions of adult education trainers about game-based learning and gamification at European level. The 

study was carried out by experts from four countries and highlighted the need to develop results available for other trainers 

who want to learn more about innovative pedagogical scenarios based on game and Gamification. As a result of the needs 

analysis, the intellectual outputs of the project were developed, which are also presented in this article. 

  

Keywords: Cronbach's Alpha, Digital Learning, Game-Based Learning, Gamification.  

 

Introduction 

Although new technologies have advanced rapidly in recent years, many trainers and teachers use outdated teaching methods, 

often unattractive for learners. Research on the integration of games in the educational process has highlighted the 

improvement of learning experiences, and its placement in a pedagogical approach different from the traditional one. As 

Plass, Homer and  Kinzer suggested (2015), a basic structure of educational games has to consists of three key elements: a 

challenge, a response, and feedback.  

To apply games as learning environments, it is imperative to understand the concepts of game-based learning (GBL) and 

gamification. There is a difference between GBL and gamification. GBL is the integration of real games into the learning 

process, usually to work a specific competency or achieve a learning objective (Lencastre, Bento & Magalhães, 2016, p.166). 

Gamification is the concept of applying game-based mechanics and dynamics to non-game situations to foster learners to 

engage in an activity (Lencastre, Bento & Magalhães, 2016, p.168). 

GBL is a strategy that contribute to the development of communication, problem-solving, critical thinking and digital literacy 

skills. This strategy must be based on cognitive, affective, motivational and sociocultural foundations (Sung & Hwang, 

2013). The potential of GBL is often untapped in formal education. GBL is an approach that introduces a form of interactive 

content worth exploring (Pivec, 2007). Educational games can effectively involve learners in a learning activity, by 

increasing the level of involvement, thus bringing a positive effect on learning (Sung & Hwang, 2013).  

Moreover, the combination of the game with the individual study, especially for the adult learners, will help them to acquire 

deep knowledge in the studied field, at his own pace. Existing mobile devices have become much more accessible and 
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compatible with educational games with interactive and attractive content. Therefore, the educational process must insistently 

focus on developing creativity, critical thinking, problem solving and decision making. 

Gamification is a strategy that uses game design elements, game mechanics and game thinking in non-game activities to 

motivate learners (Al-Azawi, R., Al-Faliti, F., Al-Blushi, M., 2016). Studies conducted by many researchers in recent years 

have highlighted the need for quality pedagogical training on a new technologically digital Era where education has less to 

do with reproducing information passively and has more to do with the development of creativity, critical thinking, problem-

solving and decision-making. Regarding adult education these considerations are even more evident.   

To meet this need, the project “Gaming in Action- ‘Engaging Adult Learners with Games and Gamification” 2018-1-TR01-

KA204-059315 (http://www.gamificationproject.com/) aimed to  improve adult training with new pedagogical scenarios 

combined with technology to enrich the training process and simultaneously to ensure greater learning commitment and high 

retention rates. The main objective of the project was to design and develop a blended (face-to-face and online) training 

model based on Games and Gamification for trainers working with adult learners. 

In order to achieve the general objective and the specific objectives derived from it, a consortium was formed consisting of 

seven organizations with experience in web-based applications and e-Learning design in the educational sector, from four 

different countries: Portugal, Turkey, Greece and Romania.  

The target group of the project include: trainers with experience working with adult learners (and consequently their trainees), 

but also the local communities and local authorities. The results of the project were designed to meet the needs of the target 

group in order to meet the new challenges. 

 

Research Methodology 

The research results presented in this article were obtained by applying an online questionnaire to adult education trainers 

from Portugal, Turkey, Greece and Romania. The survey was developed based on a procedure that was created by a group 

of experts from the ``Gaming in Action`` project consortium. The survey was distributed to 128 trainers in Portugal (30), 

Turkey (30), Greece (32) and Romania (36). 

The data were collected through an online questionnaire, which was developed using a validated framework and analysed 

accordingly. 

The following items were taken in account for ``Assessing the effectiveness of game-based learning``: 

(Q1) encouraging pupils to take a responsible attitude to their own work and study;  

(Q2) helping trainers to be aware of pupils’ capabilities;  

(Q3) helping trainers to be aware of pupils’ prior knowledge;  

(Q4) guiding pupils to reflect on the progress they have made;  

(Q5) guiding pupils to reflect on their emerging needs;  

(Q6) supporting pupils’ education at different stages of development;  

(Q7) engaging and motivating pupils;  

(Q8) being used to make accurate assessment;  

The evaluation was done to measuring attitudes on a Likert Rating Scale of five points, considering that 1 represents low 

effectiveness and 5 great effectiveness (or very effective).  

The sample on which the research was carried out in partners` countries consisted of 128 adult education trainers, most of 

them work with the trainees between the age of 19-25. The age group of the adults for whom the trainers are involvedis not 

a limitation for this research. 

The study of the internal consistency of the items was performed using the Analysis of Variance (ANOVA) . The MS and 

Error values were used to calculate the Cronbach's Alpha coefficient (table  1) according to formula 1. Cronbach's Alpha is 

a measure used to assess the reliability of the internal consistency of a set of scale. The results obtained are presented in table 

1.  
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α=1 − �������� 	                                                                                                                                           (1) 

Table 1:  ANOVA Results 

 

ANOVA       
Source of 

Variation SS df MS F P-value F crit 

Rows 414.7344 127 3.265625 5.137592 2.84E-49 1.234575 

Columns 43.42188 7 6.203125 9.758966 9.47E-12 2.019862 

Error 565.0781 889 0.635633    

       

Total 1023.234 1023         

 

Cronbach's Alpha  0.805356    

Based on the data in the table above, using formula 1, a value of the Alpha Cronbach`s coefficient equal to 0.81 was obtained. 

The obtained coefficient shows that the internal consistency level in the case of the applied questionnaire is very good for 

using the data obtained in the data analysis. The values of the Cronbach's Alpha between 0.70 and 0.90 suggest a good 

internal consistency in science education studies. 

In order to avoid the dependence between two quantitative variables of the sample of data collected by applying the 

questionnaire, Pearson's correlation coefficient (r) was determined. The obtained coefficients had values between –1 

(perfectly negative correlation) and 1 (perfectly positive correlation). The sign of the coefficient represents the meaning of 

the correlation, namely: the positive value corresponds to the variations of the same meaning and the negative one to those 

of the opposite direction.  

The absolute values of the correlation coefficients, presented in table 2, express the intensity of the association between the 

items. Thus, for a <0.05, values of the correlation coefficient from - 0.25 to 0.25 were obtained, representing a weak or zero 

correlation, from 0.25 to 0.50 (or from - 0.25 to -0.50) acceptable degree of association, from 0.50 to 0.75 (or from -0.50 to 

-0.75) very good correlation. 

Table 2:  Coefficients Correlation 

 

  Q1 Q2 Q3 Q4 Q5 Q6 Q7 Q8 

Q1 1               

Q2 0.332496 1             

Q3 0.197054 0.358559 1           

Q4 0.131954 0.302273 0.333099 1         

Q5 0.336217 0.545115 0.466355 0.47839 1       

Q6 0.3365 0.447626 0.426176 0.492814 0.546958 1     

Q7 0.147928 0.220448 0.075459 0.20974 0.254497 0.441289 1   

Q8 0.177495 0.249258 0.30734 0.352736 0.264046 0.468367 0.572709 1 

 

As it results from the table of correlation coefficients, it is found that all correlation coefficients are positive, resulting in a 

direct correlation (the two correlated variables vary in the same direction).  A correlation coefficient of 0.57 was obtained 

between items Q7  -  Q8, 0.54 was obtained between items  Q5  -  Q6 and Q2  -  Q5, this means there are a very good 

correlation between these items. 

As it can be seen in Table 2, there are items for which the absolute value of the correlation coefficient is weak, very close to 

zero. Between these variables there is a statistical link that can be taken in the analysis and interpretation of results, although 

the dependence is not linear.  

Based on this analysis the project results were designed and developed. 
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Project results and their benefits for the educational process 

The project partnership has developed an innovative pedagogical scenario based on games and gamification, allowing 

learners to use their own learning tools. In the created environment, learners can experience scenarios based on their own 

strategies. The assimilated knowledge, motivation and experience acquired in such scenarios will be fundamental for 

consolidating the skills and competencies imposed by society.  

In the design, development, testing and analyse of the results were involved trainers who will apply innovative pedagogical 

scenarios based on learning and gamification in their teaching activities. The role of the trainers in the partner countries was 

to help them understand these models and adopt them in their pedagogical practices using mobile devices. The entire process 

of developing the results was monitored by the universities that are part of the project partnership. 

Moreover, good practices identified by the project experts were made available to the target group together with a game-

based learning plan and Gamification. In this learning plan, all important pedagogical aspects of the development process 

were taken into account, in the right order and with suggestions of adequate educational resources. 

The most appropriate strategies were selected and customized for each target group and intellectual outputs, allowing 

participants to display their existing skills, ideas and knowledge on a particular topic. The results of the project were divided 

into five distinct, interconnected intellectual outcomes that contribute to the final creation of the established competence for 

education.  All these results are available free to the stakeholders: 

1. Training Course for Trainers on Gaming and Gamification 

http://www.gamificationproject.com/docs/adana/IO3_Development_of_a_Training_Course_for_Trainers.pdf 

2. eBook with Apps and Pedagogical Practices using Game-based learning and Gamification in innovative 

pedagogical scenarios  

http://www.gamificationproject.com/docs/adana/eBook_with_Apps.pdf 

3. Book about the reports of experiences and perceptions regarding the pedagogical practices 

http://www.gamificationproject.com/images/Gaming_book.pdf 

4. Scientific Paper: "Survey on the state of the art for each of the partner countries on experiences in Game-based 

learning and Gamification in innovative pedagogical scenarios" 

http://www.gamificationproject.com/docs/IO6%20Scientific%20Paper%20_IBIMA2019.pdf 

5. Scientific Paper: "Covering all the information the partnership gained from the project" 

Training Course for Trainers on Gaming and Gamification 

The main goal of the Training Course for Trainers is to improve training with new pedagogical scenarios combined with 

technology to enrich the training process and simultaneously to ensure more significant learning commitment and high 

retention rates. This training course aims to promote appropriate methodologies for the development of the 21st century 

trainer, namely through Mobile Learning, Flipped Learning, Gamification, Game-Based Learning, Augmented Reality and 

Digital Storytelling, using mobile devices as pedagogical resources that enhance these innovative pedagogical scenarios, 

never forgetting an active and reflexive practices. 

The content of the intellectual output was structured as following: Introduction, Reasons for the training plan, Participatory 

design. Learning, Outcomes, Syllabus, Autonomous work, Methodology to be used in the training course, Training 

assessment thought Gamification, Training Course, Evaluation.  

The partnership has involved the target group (trainers of adult learners) in the development of the results   Thus, in the 

participatory design process it was decided to address two primary concerns simultaneously: (a) collect sensitivities on 

appropriate topics; and (b) involve trainers facilitating the development of research activities and, in particular, the 

implementation and testing of training in real settings. 

The contribution of the trainers materialized in the following: 

 Recommendations for transforming traditional lessons into more attractive and interactive ones, using these 

pedagogical approaches based on play and gamification. 

 Proposals for learning strategies that contribute to the development of knowledge, skills and attitudes. 

 Resources that can be used to prepare students and adults in the context of dynamic job change.  

 The  Training Course for Trainers on Gaming and Gamification is available here: 

(http://www.gamificationproject.com/uzak/login/index.php ). 
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 The ``Gamin in action platform``  is a Moodle platform created by the consortium partners (Figure 1.). The platform  is free 

and is used to store and present the educational material created within the project. 

 

 
 

Fig. 1: The ``Gamin in action platform`` 

E-Book with Apps and Pedagogical Practices using Game-based learning and Gamification in 

innovative pedagogical scenarios  

The eBook is a guide that contains apps and lesson plans in which the game-based learning and gamification approaches are 

integrated as innovative pedagogical scenarios. This guide presents different apps that may be used in training to support the 

use of games and gamification. The main goal was to encourage trainers to integrate them in their training practice by 

facilitating the design of engaging learning scenarios.  

The e-Book was structured in the following units: Introduction, Games and gamification proposes, Innovative pedagogical 

scenarios, Apps and Pedagogical Practices using Game-Based Learning and Gamification (Animoto, Aurasma,, ClassDojo,  

Kahoot, Mentimeter, Socrative, Padlet). 

Book about the reports of experiences regarding the pedagogical practices 

The book is a collection of twelve chapters targeting an audience of practising researchers, and academics, but also the 

general public that is interested in the theme. The contents of the book are written in English by invited authors from Portugal 

and Romania. With the "big umbrella" of Games and Gamification, the chapters focus on reports of experiences about 

pedagogical practices, mainly with adult learners. 

 

Scientific Papers 

 
Two scientific articles were written under the project. The first one was written at the beginning of the project, entitled ̀ `State 

of the Art of Adult Education Trainers on Gaming and Gamification`` and was published on the proceedings of the 34th 

IBIMA 2020 Conference, and was indexed by Web of Science with WOS:000556337401033. The aim of the article was to 

identify the perceptions of EU adult education trainers about GBL and Gamification and to find out what these trainers know 

about their use as scenarios of pedagogical innovation. The paper presents the analysis of the results for the study conducted 

in Portugal, Turkey, Greece and Romania (Lencastre, Bento, Spanu, İlin & Milios, 2019). 

A second article was written at the end of the project, "Covering all the information the partnership gained from the 

project". This scientific paper aimed to highlight the perceptions of adult education trainers about GBL and gamification at 

European level. The study of the internal consistency of the survey was performed using the Analysis of Variance (ANOVA). 

The MS and Error values were used to calculate the Cronbach's Alpha coefficient. In order to avoid the dependence between 

two quantitative variables of the sample of data collected by applying the questionnaire, Pearson's correlation coefficient (r) 

was determined.  The intellectual outputs of the project were developed, which are also presented in this article.  
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Conclusion 

Using the results proposed by the project partnership, the trainers acquired: knowledge and experiences related to GBL and 

innovative pedagogical scenarios of gamification: teaching skills in terms of digital literacy and the creation of educational 

resources used for teaching such as applications, games. Moreover, trainers improved the quality of their lessons by using 

innovative pedagogical scenarios combining the teaching process with the use of modern technologies. The innovative 

scenario  

The project showed that the development of a Training Course for Trainers was a real need to prepare the trainer for a "new 

learner" who knows how to use this new mobile technology educationally.  

The educational resources presented in this article were tested by trainers from Turkey, Romania and Portugal. They stated 

that the introduction of new educational methods based on Gamin and gamification is absolutely necessary. The statement 

is based on the students' compartment to use computers and smartphones in all their activities, including in the educational 

process. 
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Abstract 

 
Several reasons for a rapid economic growth of post-war Germany (known as the “German economic miracle" or ger. 
Wirtschaftswunder) are cited in the available literature. One of the premises of the presented theses is a relation between the 
rate of economic growth and the development of transport and its potential impact.  
The main purpose of the article was to analyse the correlation between the rate of economic growth and different modes of 
transport, all the more, a major development of road transport has been observed in the analysed period. 
The empirical analysis was carried out based on the available statistical data for the Federal Republic of Germany (FRG) 
between 1954 and 1989. The econometric methods were used, including stationarity test using ADF, KPSS and Johansen 
cointegration test.  
The test results showed: a) bidirectional long-term relationship between the per capita GDP variable, the level of rail, road and 
inland waterway freight transport and the rate of economic growth in Germany and between the GDP and rail freight transport; 
b) unidirectional long-term relationship between the GDP variable and the level of road and inland waterway freight transport. 
 

Keywords: Economic Growth, Transport Development, Cointegration. 
 

Introduction 
 
A continuous growth of the automotive industry, in particular, after the Second World War contributed to the breakdown in the 
volume of rail freight and passenger transport. The new borders, including the division of Germany into two countries, in 
which two different economic systems were used, required a change in the approach to the development of communication 
infrastructure, including railways. 
 
The empirical studies on the economic effects of the development of infrastructure, including transport infrastructure, provide 
information on both its short and long-term effects on the economic growth (Busch, Klös 1995, Suntum et al. 2008, Bom, 
Ligthart 2008). 
 
Suntum et al. (2008) in the foreword state that a well-developed German infrastructure was a significant factor in the economic 
competition with other countries and warn that Germany can lose this advantage as a result of continuous misfeasance, 
including political. 
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On the other hand, Aschauer (1989) supports the Public Capital Hypothesis stating that the decrease in investments in public 
infrastructure in the US between 1949 and 1985 contributed to a weaker economic growth. 
 
Different studies showed or excluded the bidirectional relationship between the economic growth and transport development, 
also showing applicability of the cointegration test, including the unit root tests ((Harizi, M’raïhi 2014: 55-67, Knie 2007: 48, 
Groote, Jacobs, Sturm 1999: 97–109, Kulshreshtha, Nag, Kulshreshtha 2001, Bom, Ligthart 2008, Fedderke, Perkins, Luiz 
2006, Myszczyszyn, Mickiewicz 2020). 
 
The available literature on this topic, including the statistical data, induced the authors to use the econometric tools to 
determine the main purpose of the study - identify the causality and its direction between the economic growth in the FRG and 
the development of freight transport potential. 
 
Using the assumptions of the Johansen cointegration test, the authors analysed if the relationships are long-term to be able to 
use the error correction model in future studies. The statistical data obtained from the FRG statistical yearbooks and other 
annual data for the period between 1954 and 1989 were used. 
 

Test Methods 

 
As part of these considerations, reference was made to two key spatial policy tools at the local The economic analysis shows 
the need to combine the conclusions on the short-term dynamics and long-term balance. The long-term variants of the 
economic models correspond to the stationary state (McAdam 1998, Granger 1991). Considering the fact that the time series 
for economic values are, as a rule, non-stationary, analysis of cointegration is a particularly important stage. A cointegration 
relation equation can be used to represent the state of long-term balance.  The cointegration is evaluated based on Engle-
Granger or Johansen test (Johansen 1988: 231-54).  
 
The advantage of the Engle and Granger approach is its simplicity (Majsterek 2014), however, the method has its 
disadvantages: 1) two-stage estimation, 2) estimation of long-term balance relationship requires an unambiguous determination 
which variable will be independent, and which will be dependent (Kusideł 1997: 3, Kusideł 2001). 
Johansen proposed a study of the long-term balance relationship based on the vector autoregression models (VAR) expressed 
as follows: 
 

                                                    (1) 

 
where: 
 

 – vector with dimensions (n×1) containing variables included in the model VAR  

 – an (nx1) vector of intercepts  

 – (i=1, 2, …, p) (nxn) coefficient matrices 

an (nx1) vector of unobservable i.i.d. the white noise error term of the equations 

 
In order to use the VAR model in cointegration testing, it must be transformed into a VECM error correction model 
(Myszczyszyn 2020).  
 
Johansen proved that cointegration can be evaluated using the rank of the matrix corresponding to the number of independent 
cointegrating vectors, in particular: 
 

– if the row π is 0, then all elements of this matrix must be zero and model is a typical VAR model in the first differences and 
there is no linear combination of variables that is stationary, 

– if the matrix π is of the full order, then the series of the vector   are stationary, 

– if the matrix π is of the first order, there is only one cointegrating vector and the expression    
 
is an error correction 

factor. In other cases, i.e. 1<π<n there are many cointegrating vectors. 
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The Johansen method allows to determine the number of cointegrating relationships and is not burdened by the disadvantages 
of the Engle-Granger algorithm. The condition of the time series analysis of the economic values is to test the degree of 
integration of the time series using a unit root test.  
The following tests can be used: Dickey-Fuller, Kwiatkowski-Philips-Schidt-Shin (KPSS) (Dickey, Fuller 1979, Kwiatkowski, 
Phillips, Schmidt, Shin 1992). 
 
The cointegration was analysed for two groups of variables: 
The variables defining the economic growth (constant price): 
 
GDP in million DM (GDP_C);  
per capita GDP in DM (GDP_PC). 
The variables defining the freight transport: 
rail transport in million tonne-kilometre (l_RF_tkm) and in million tonnes (l_RF_Mg); 
road freight transport in million tonnes (l_CF_Mg); 
inland waterway freight transport in million tonnes (l_IF_Mg). 
A logarithm of the analysed variables was found at the initial stage of the analysis (Marona, Bieniek 2013: 333-350). 
The study included the following stages:  
- duplicate unit root tests,  
- determining the degree of integration of analysed variables, 
- Johansen tests; 
- result analysis. 
 
The tests were carried out using GRETL v. 2018a software. 
 

General analysis of economic growth and transport development in the FDR after the WW2 

 
After the Second World War, rail transport was a mode of transport that could be relatively quickly restored, however, due to 
the different political systems and the shape of borders, a North-South direction became prevalent in both countries. Large 
metropolitan areas in the FDR (the Ruhr region with Essen and Dortmund, and Düsseldorf-Köln-Bonn, Ren-Men with 
Frankfurt, Hanover, Munich and, to a lesser degree, Stuttgart and Nurnberg) became the foundation of a new planned system of 
high-speed trains (ICE). The processes related with the rebuilding of the economy, exogenic in nature, were dependent on time 
in which the economy was able to eliminate the bottlenecks in the destroyed transport infrastructure. 
 
In 1950, the length of the railway lines was 36.9 thousand km, and in 1960 it decreased to 39 thousand km; 10 years later there 
were 3 thousand km less railways and in 1980 the total length of the railways was 31.5 thousand km and decreased to 29.8 
thousand in 1989. 
 
The rail transport was quickly replaced with rapidly developing road transport. 
 
229.3 million tonnes (1950) were transported, the tonnage increased to 327 million tonnes (1960), and reached 365.5 million 
tonnes in 1970. In the next decade, the popularity of the rail transport fell resulting in a relatively low tonnage of transported 
goods: 331 million tonnes (1970). In 1989, it fell to the lowest level since the WW2- to 286.5 million tonnes.  
 
The rapidly developing road transport reached new levels: from just 98.7 million tonnes (1960) to 164 million tonnes (1970) 
and 2.5 billion tonnes (1980), to reach over 2.7 billion tones in 1989.  
 
Using the inland waterway transport in 1950, 72 million tonnes were transported, contributing approximately 30% of the total 
rail transport. With a continuous restoration of the waterways, in the 1970s, the tonnage has increased to approximately 240 
million tonnes and has been maintained at that level for the next decades (Deutschland in Daten 2015).  
 
The main factors affecting the rate and the scale of rebuilding the Nazi Reich after the WW2, including the FDR covering the 
areas occupied by the Allied were: 
 
- monetary reform by L. Erhard that allowed quick integration with the global market;  
- restoring the importance of export and prestige of products Made in Germany; 
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- technological development and rapid improvement in productivity and efficiency. 
 
Despite the controversies regarding the economical effects of the Marshall Plan, the economic growth of West Germany since 
1950 can be considered an example of an export-oriented economic growth.  
The real miracle of the post-war Germany was the overcoming of an unstable economic growth process in the early 1950s and 
a major crisis of the balance of payment and actual insolvency at the international arena. The protectionist policy, including a 
duty on imported goods based on the processing rate promoted the national production. A restrictive monetary policy was 
implemented to limit the internal demand, including import.  With a rise in export (during a period of Korean economy boom), 
Germany succeeded in balancing the balance of trade (Spahn1991:73–79).  
 
The economic growth rate in the 1950s was over 8% per year throughout the decade, and at the beginning of the 1960s, 
Germany was considered the largest and the most influential European economy (Eichengreen, Ritschl 2008: 2).   
 
The actual annual GDP growth rate between 1950 and 1960 was 8.2%, whereas the per capita GDP was 5.8% on average. The 
unemployment rate gradually dropped; in 1950 it was 11% and fell to 1.3% in 1960. The inflation rate in the 1950s dropped 
from 7.5% in 1951 to 1.1% in 1959. The public debt was only 20% of GDP. 
 
In the 1960, the average annual GDP growth rate was significantly lower at 5.1%, and the per capita GDP increased by 4.2%. 
The constant price GDP increased from 38.3 thousand DM (1950) to 58.1 thousand DM. The labour market was still stable, 
and the unemployment rate was around 0.7-0.8%. Two economic cycles occurred between 1967 and 1982 determined by the 
change in GDP volume with the lowest level recorded in 1967, 1975 and 1982 (Kamińska 2018: 203). 
 
The average annual GDP growth rate significantly fell in the 1970s to 2.7%, whereas the per capita GDP fell to 2.3%. The 
constant price GDP in 1980 was over 2 billion DM (1.54 billion DM in 1970), whereas the per capita GDP was 74.8 thousand 
DM compared to 58.1 thousand DM, respectively. 
 
In the last analysed period (1980-1989), the average annual GDP growth rate significantly fell to 1.9%, whereas the per capita 
GDP fell to approximately 1.6%. 
 
Eichengreen and Ritschl observed three possible scenarios of the Germany’s economic miracle in the 1950s: 
 
1) rapid economic growth by catching up in efficiency and by convergence with other economies; 
2) institutional changes, including deep changes in social and economic institutions after the Second World War facilitating 
rapid growth; 
3) output shock in the last phase of the war and immediately after the war - short-term fluctuations and return to the path of 
long-term growth (Abelshauser 1975: 64–170, Abelshauser 1981: 29, 545–578, Dumke 1990:  52, 451–491, Borchardt 1976). 
In their conclusions they highlighted that based on the analysis of assumptions of the classical school of thought and 
institutionalism, the output shock was the most important factor, and after the economic post-war breakdown, the country still 
had the institutional ability to return to the highest level of production capabilities.  
 
1952 was an important year because of the signing of the treaty on establishing the European Coal and Steel Community, 
despite the duties on those raw materials (including coal and coke) playing a minor role after the WW2, resulting in eliminating 
the national discrimination in transport.  
 
The synthetic review verifies that the economic success of the Federal Republic of Germany allows the conclusion that the 
economy has played a key role in the post-war history of the country (Abelshauser 2011: 11). Nonetheless, besides the 
commonly cited factors, other factors affecting the economic growth are considered, including the foreign aid provided by the 
Allies, including the US, and the Erhard reforms, also referred to as the social market economy (ger. Soziale Marktwirtschaft).
  
The explanation for the German economic miracle may also include the institutional changes leading to the elimination of 
collective rent-seeking, creating conditions for rapid economic growth. The German economy was highly regulated, based on 
the model established in the interwar period.  
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Analysis Results 

 
The integration rate of the analysed time series was tested using an augmented Dickey–Fuller test (ADF).  
 
Table 1 shows the ADF test result for the analysed variables. All analysed time series (except for l_RF_tkm variables) were 
non-stationary. At α = 5% significance level there were no basis to reject the H0 hypothesis.  
 
The test results were analysed for the first differences. The time series for the first differences for all variables were stationary 
allowing a conclusion that the variables are I(1) integrated variables.  
 

Table 1: The ADF test to verify the unit root for the analysed variables (1954-1989)  

(the test with an absolute term and linear trend for t=1 delay) 

 

Variable ADF test for the tested 
variables (p) 

ADF test for the for the first 
differences  (p) 

l_RF_Mg 0,1007 4,384e-007 
l_RF_tkm 0,0154 4,216e-005 
l_CF_Mg 0,4552 5,057e-005 
l_IF_Mg 0,4464 9,541e-006 

Source:  Authors’ calculations 

 
The variable integration rate was also critically evaluated using the inverse hypothesis test - the authors used the KPSS test. 
The results showed that all analysed variables (including l_RF_tkm) are I(1) integrated. Identical integration of the analysed 
time series allowed the authors to carry out the Johansen test. 
 
Table 2 shows the calculation results for the individual pairs. 

 
Table 2: The results of the Johansen cointegration test - pairs of variables 

 

Hypothesize
d No. 

Eigenvalue Trace 
statistic 

p-value Max 
Eigenvalue 

Statistic 

p-value 

l_GDP_C,  l_RF_Mg 

r0=0 0,53705      35,836   [0,0000]      26,955   [0,0002] 
r0 ≤1 0,22411      8,8812   [0,0029]      8,8812   [0,0029] 

l_GDP_C,  l_RF_tkm 
r0=0 0,58644      41,808   [0,0000]      30,904   [0,0000] 
r0 ≤1 0,26770      10,905   [0,0010]      10,905   [0,0010] 

 l_GDP_C, l_CF_Mg 
r0=0 0,54594      30,914   [0,0001]      27,633   [0,0001] 
r0 ≤1 0,089490      3,2813   [0,0701]      3,2813   [0,0701] 

l_GDP_C, l_IF_Mg 
r0=0 0,52629      28,866   [0,0002]      26,150   [0,0003] 
r0 ≤1 0,074667      2,7161   [0,0993]      2,7161   [0,0993] 

l_GDP_PC, ,  l_RF_Mg 
r0=0 0,49388      33,199   [0,0000]      23,834   [0,0008] 
r0 ≤1 0,23477      9,3652   [0,0022]      9,3652   [0,0022] 

l_GDP_PC, l_RF_tkm 
r0=0 0,57123      38,962   [0,0000]      29,639   [0,0001] 
r0 ≤1 0,23385      9,3233   [0,0023]      9,3233   [0,0023] 
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l_GDP_PC, l_CF_Mg 
r0=0 0,55465      32,829   [0,0000]      28,312   [0,0001] 
r0 ≤1 0,12108      4,5171   [0,0336]      4,5171   [0,0336] 

l_GDP_PC, l_IF_Mg 
r0=0 0,48720      28,539   [0,0002]      23,375   [0,0010] 
r0 ≤1 0,13718      5,1641   [0,0231]      5,1641   [0,0231] 

Source:  Authors’ calculations. 

 
Johansen test results for all analysed variables show one or two cointegrating vectors, depending on the variable pair. Based on 
the Granger theorem on representation, if the variables are I(1) integrated and cointegrated, the dependence can be expressed as 
a vector error correction model (VECM) and as an impulse response model, which will be the subject of further studies. 
 

Conclusion 

 
In the post-war history of Germany, radical changes in utilisation of road transport occurred and the rail transport rapidly lost 
its significance. Since the 1970s, a leading position in the freight transport in the FDR was held by the road and maritime 
transport, soon joined by the air transport, with the share of inland waterway transport maintained at a relatively constant level. 
The rapid economic growth of the FRD affected the development of transport infrastructure, however, in many cases the effect 
was bidirectional. 
 
The analysis shows that: 
 
- the analysed variables were I(1) integrated, which is typical for the majority of economic data; 
- long-term bidirectional relationships between the economic growth in Germany expressed as per capita GDP (DM) and all 
analysed modes of freight transport were observed;  
- long-term bidirectional relationships between the economic growth in Germany expressed as the GDP and the rail freight 
transport (tkm, Mg) were observed (Myszczyszyn, Mickiewicz 2019);  
- long-term unidirectional relationships between the economic growth in Germany expressed as the GDP and the road and 
inland waterway transport (tonnage (Mg)) were observed; 
- the next stage of the analysis can incorporate a vector error correction model (VECM) and an impulse response model. 
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Abstract 

Too often, manufacturers and distributors stick to dated practices and technology just out of habit. However, most of these 
businesses experience delays and mistakes that they brush off as inevitable. Worse, they eventually realize that they are 
slipping further and further behind the competition. 
 
SAP, the market leader (in revenue terms) has decided to phase out support for SAP ECC in next 5 years and its existing 
install base customers are bewildered in deciding how they should migrate from earlier versions to S/4HANA. Migration 
gives the organization a chance to streamline its processes, rationalize interfaces, decommission custom code, enforce 
standard SAP modules to become more efficient.  However, migration from SAP ECC to SAP S/4 HANA comes with its 
own set of unique challenges from organization perspective, vendor perspective, end user perspective and the consultant’s 
perspective.  

In this paper are described SQL performance optimizations during SAP ECC to SAP S/4 HANA migration. 

Keywords: ERP systems, SAP S/4HANA, Query-optimization, Structured Query Language (SQL), Relational Database 

Management system (RDBMS). 

Introduction 

The ERP market grew at 10% in 2018 as per Gartner and SAP being the leader (from revenue perspective) as per 2019 
(SAP.COM, 2019-2) data. IDC report forecasts, global spending on public cloud services and related infrastructure is 
anticipated to hit $500 billion in 2023, from $229 billion in 2019, a CAGR of 22.3% (SAP.COM, 2019-1).  Markets and 
Markets data suggests, digital transformation market is envisioned to witness a CAGR of 18.1% to reach $665 billion by 
2023 from $290 billion in 2018 (Marketsandmarkets.com, 2018). All these numbers indicate a strong surge in cloud adoption 
as more and more companies embrace digital transformation to become more agile. And ERP being at the core of an 
enterprise’s IT Landscape is witnessing a seismic shift due to cloud services adoption, big data analytics, IoT, in memory 
computation and the digital transformation wave across industries & geographies. Even non cloud native ERP systems have 
multiyear contracts with their client to move their clients to latest generation platforms which are either on prem or deployed 
on multitenant SaaS based model or private cloud or third-party cloud providers. SAP, the market leader in ERP market (in 
revenue terms) preempted this shift and launched SAP HANA in 2010 and SAP S/4HANA came in 2015 (Wikipedia.org, 
2020). SAP customers are undergoing digital transformation from earlier SAP ECC o SAP S/4HANA because the support 
for SAP ECC will cease to exist after 2025 (Techtarget.com, 2020). And, SAP S/4HANA is the new digital core of business 
transformation that offers on cloud, on prem or hybrid alternative to SAP’s huge install base. SAP S/4HANA rewrites ECC’s 
core functionality on SAP HANA database to leverage its in memory capabilities, performs analytics in real time and hence 
gives it the unique positioning in the ERP market. The clients have no option but to transform and embrace migrating to SAP 
S/4HANA to harness the in-memory computing power of SAP HANA for agility, improved user experience, real time data, 
flexible API’s and streamlined processes. A lot of customers are still wary of this migration/transformation due to its high 
cost and the meticulous planning that is required to undertake migration. The migration process is complicated and consists 
of many phases (Bokhari, R., et al., 2019, Fabac, R., et al., 2010, Maryam, S., et al., 2018, SNP-poland.com, 2014) 

One of the main problems is the performance of SAP S/4 HANA systems after migration. In this paper is described how to 
optimize SQL performance during SAP ECC to SAP S/4 HANA migration (Densborn, F., et al., 2017, Gaur, M., 2020, 
Mallikarjuna, R., G., 2016, Enosix.com, 2020). 
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Basic facts about the adaptation of ABAP code for SAP HANA 

During migration all ABAP code runs on SAP HANA as on any other supported database. Some SQLs are faster on HANA, 
e.g. when selecting columns without an index. Only ABAP code which relies on specific features or capabilities of the 
predecessor database must be analyzed and corrected. There are three main aspects for custom ABAP code adaptation for 
SAP HANA: 

• Mandatory corrections of our code to avoid functional regression (chapter 2) 

Target: ABAP code, SQL code or database calls which build on specific features of the predecessor database (e.g. 
native SQL, ABAP code relying on certain sort order of a SQL result set) 

• Recommended SQL performance optimizations in order to avoid performance degradations (chapter 3, 4) 

Target: “Bad” SQLs in custom code playing a dominant role in the runtime profile of productive business 
processes. Special focus is on SQLs which are executed very frequently (e.g. SELECT in loop). 

• Exploit SAP HANA Code pushdown techniques by using Core Data Services and SQL script procedures to 
speed up custom code processes significantly. 

This paper focuses on the first two aspects which are part of the SAP HANA migration. The third step normally happens 
after the migration and is addressed in custom development projects driven by business requirements. 

ABAP Test Cockpit and Code Inspector in Context of HANA Migration 

For functional corrections the ABAP platform provides static code check tools like Code Inspector and the ABAP Test 
Cockpit. In addition, ABAP developers and test engineers can build unit tests and scenario tests in order to ensure functional 
correctness. For the SAP HANA migration SAP provides new static checks integrated in the code inspector. These checks 
are bundled in the code inspector variant FUNCTIONAL_DB. 
 

 
 

Fig. 1: Selecting the Code Inspector Variant when using the ATC 
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Fig. 2: Selecting the Code Inspector Variant in the Initial Screen of the Code Inspector 

 
The check variant FUNCTIONAL_DB are included the following checks: 
 

• Finding Native SQL 
 
For native SQL, we have to check whether the SQL code can be run on SAP HANA and whether it needs to be 
adapted. 
 

• Database (DB) hints 
 
Messages on DB hints are to be viewed solely as indications; although DB hints are declared for specific databases, 
generally they do not need to be adapted. 
 

• Finding ADBC (ABAP Database Connectivity) Usages 
 
These usages are to be treated similarly to native SQL. 
 

• Finding usages of special DDIC function modules that check or return the existence or technical properties of certain 
DB indexes. 
 
On SAP HANA, most DB indexes are not in use and therefore these checks are generally obsolete. 
 

• Finding accesses to technical pools/clusters of a pool/cluster table 
 
During an SAP HANA migration, most pool and cluster tables are converted into transparent tables of the same 
name. After this step, access to these technical pools/clusters that are no longer used does not serve any purpose. 
 

• Finding non-robust ABAP code that relies on non-ensured/implicit sorting of certain SQL queries, although no 
ORDER BY clause is used. There are two different checks available for finding non-robust ABAP code: 
 

o “Search problematic statement…w/o ORDER BY” 
o “Depooling/Declustering: Search for…w/o ORDER BY” 
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ABAP SQL monitor – the new tool for effective performance optimization 

The focus of this section is the performance optimization of SQL statements in custom code. In particular we concentrate on 

how to find the most relevant SQL statements in the most relevant business processes to reduce correction effort to a 

minimum. 

If we want to find the most relevant SQL statements, we need to: 

• Monitor the (production) system 

• Identify the business processes with significant DB execution Times 

• Identify the most time consuming SQL statements 

• Link SQL statement findings to relevant business processes 

In essence, we need a tool, which monitors the performance of ALL ABAP SQL executions in a (production) system and 

links the results back to the driving business processes. 

For analyzing SQL statements there are already a number of tools, e.g.: 

• SQL Trace (ST05) and ABAP Runtime Analysis (SAT) 

• Statistics (STAD) and Workload Analysis (ST03) 

Although SQL Trace and ABAP Runtime Analysis deliver detailed performance information about SQL statements and are 

able to trace dedicated requests that can be linked to business processes, they are not designed to monitor a system over a 

longer period of time. Statistics (STAD) and Workload Analysis (ST03), on the other side, are able to monitor complete 

systems, but they do not deliver detailed performance information about SQL statements. 

The ABAP SQL Monitor fills these gaps. It is able to monitor a complete system for a longer period of time while also 

delivering detailed performance information about SQL statements that can be linked to business processes. 

Using the SQL Monitor can answer questions such as: 

• Which of business processes have the highest total SQL execution time -and are responsible for the main load on 

the database? 

• What are the productive SQL profiles of main business processes–and which SQL statements are involved? 

• Which SQL statements have the highest execution time –and which business processes are affected by 

these(slow)SQL statements? 

• Which of business processes run a huge number of SQL statements or work with a lot of data? 

• Which are the most often executed SQL statements in our custom code? 

The ABAP SQL Monitor is designed for monitoring SQL statements with a minimum of overhead. It delivers detailed 

statistic information about SQL statements and requests. In detail the ABAP SQL Monitor performs the following tasks: 

• Traces each and every SQL statement coming from an ABAP program - this includes OPEN SQL, CDS, ADBC, 

native SQL, AMDP and SQL statements executed natively from inside the ABAP kernel 

• Aggregates and supplies statistic information for SQL statements with the same 

o DB table name(s) 

o SQL Statement location in ABAP (program, include, line) 

o Request type and request name (e.g. transaction VA01) 

• Can be switched on for all or dedicated servers of an ABAP system 

• Can run in a production system during productive use, since the performance overhead is negligible (the data 

collection is highly optimized by using kernel functionality, which buffers and pre-aggregates the performance data 

in different memory layers before storing it asynchronously on the database) 

• Collects performance data for each traced SQL statement including: 

o Number of executions 

o Statistics on execution time (maximum, minimum, average, standard deviation) 

o Statistics on fetched/changed rows 

• Collects performance data for all requests 

o Number of requests 

o Total request execution time (NW 7.40 SP5) 

o Total DB execution time therein 
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• Identifies the request entry point of each business process driving the traced SQL statement; the entry point can be 

a transaction, report, RFC module or URL 

• Allows displaying the performance data aggregated by business process (request) or ABAP code location 

• Allows downloading SQL Monitor data in order to import it in a development system, where the code corrections 

can be done 

• Show monitoring data in Time Series of arbitrary time periods, with automatic aggregation to larger time periods 

as you go further back in time (NW 7.40 SP8) 

ABAP SQL Monitor – how to start, configure and analyze the results of the SQLM tool? 

The SQLM tool does not require specific configuration or installation if we have a bit modern SAP system. To activate it 

start transaction SQLM and click on the Activate button for All Servers: 

 

Fig.3: SQLM – SQL Monitor 

The trace is active now until the given time frame. 
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Example use of the SQLM transaction 

First we start by writing a very bad performing ZSLOW program: 

REPORT zslow. 

 

DATA: lt_vbak TYPE TABLE OF vbak. 

 

DO 10000 TIMES. 

  SELECT * FROM vbak INTO TABLE lt_vbak. 

ENDDO. 

This program is really inefficient. After activation of the SQLM monitoring we run this program a few times. 

Now we go to the SQLMD transaction (or from SQLM and then press display data button) to display the SQL monitoring 
results: 

 

Fig. 4: SQLM – Display data 

Selection can be done on total number of executions, execution time, amount of records. Result: 

 

Fig. 5: SQLM – results 

We see now the impact of our badly written program. Double click on the line will jump to the ABAP code point. 

At the bottom of the SQLM start screen there are the buttons to create snapshots: 
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Fig 6. SQLM – Snapshots 

This results into the Snapshot screen: 

 

Fig 7. SQLM – Snapshots Management 

We can create a snapshot here for later re-use. We can also download the snapshot to a different system by using these 

buttons: first export to file: 

 

Fig 8. SQLM – download Snapshots 

When we have the file, go to the target system and start SQLM and press create snapshot. Now use the option Create with 
Data Source File Import. 

It is common practice to capture data in production by a basis administrator who exports it. Then the data download is handed 
over to an ABAP developer using the data as upload in SQLM database in the development system to improve poorly 
performing Z code. The developer can use the SWLT tool (SAP.COM, 2020) to combine the SQLM data with the static code 
review data taken from the ATC tool (SAPTechnical.com, 2018). 
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Abstract 

 
The article highlights the problem of labour migration, which has such a great impact on the economy and society of 

Ukraine that becomes one of the issues of national security. It was determined that the scale of migration is not just large, 

but have such a significant impact on demography, economy, society and public consciousness. The most important 

problems in Ukraine that lead to labour migration are analysed, including corruption in public authorities, unemployment, 

low pensions, the impact of the coronavirus pandemic, political instability, inflation, crime and so on. It is determined that 

the problem of youth employment is an acute issue among Ukrainians. The list of identified problems provokes Ukrainians 

to go abroad in search of job placement. The cost of funds on the reproduction of human resources spent by the state is 

analysed as a result of investments in education, treatment, social support per person. It is concluded that in Ukraine it is 

necessary to create such conditions under which young people with talent, skill and unbridled desire to develop, had the 

priority to live and work in the homeland. 

 

Keywords: Human Resources, Emigration, Labor Migration, Demography, National Security, Unemployment, 

Employment, Wages, Employment, Economic Growth. 

 

Introduction 

 
The problem of migration has a great impact on the economy and society of Ukraine and becoming one of the issues of 

national security. The scale of migration is not only large, but has a significant impact on the demographics, economy, 

society and public consciousness. Particularly large-scale and relevant today is the temporary or complete emigration of 

the Ukrainian population from the country. Estimates of its quantitative indicators differ significantly due to the variations 

in calculation methods and the difficulty of registration of the phenomenon of migration, the various forms of which are 

difficult to account for by traditional statistical methods. 

 

The purpose of the Study  
 

is to identify factors and trends in labor migration of the population of Ukraine and the consequences of such processes for 

the country. 
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Analysis of Recent Research and Publications 

 
 In foreign and domestic economic literature, considerable attention is given to theoretical and methodological aspects of 

labor migration study. This is evidenced by a significant increase in the number of monographs, articles and dissertations 

over the last decade. Among domestic scientists, whose works attract special attention, we can highlight the publications of 

G.S. Vechkanov, G.S. Vitkovskaya, A.R. Vyatkin, M.B. Denisenko, Zh. A. Zayonchkovskaya, T.I. Zaslavskaya, V. V. 

Elizarov, V.A. Iontsev, A.N. Kamyansky and others. 

 

In particular, Pityulych M.I. (2014) notes that "labor migration is one of the determining factors that characterizes the 

development of social and labor relations, shapes the situation in regional labor markets, employment, welfare, 

consumption and savings, reproduction regimes". 

 

Volosko Y.O. (2021) notes that "for modern Ukraine the issue of the impact of labor migration on the development of the 

economy remains quite relevant, because the administrative and legal regulation of labor migration, which have their own 

characteristics in the period of economic transformation, is an important component of social policy". 

 

Modern processes of economic transformation, accompanied by a difficult financial situation caused by many factors, 

require an assessment of the role of labor migration in the formation of the state economy, its impact on social 

development. 

 

Research Methods 

 
The methodological basis of scientific research is a systematic approach to studying the socio-economic consequences of 

labor migration of the population of Ukraine. To solve certain tasks in the research process, general scientific and special 

methods were used, namely: abstract-logical (for theoretical generalization of conclusions and analysis of research results); 

analysis and synthesis (for the analysis of some positive and negative factors that affect the socio-economic consequences 

of labor migration). 

 

Presentation of Research Results 
 

Labor migration is the main type of world migration in the XXI century. International labor migration is a complex and 

ambiguous phenomenon and is a process of territorial interstate movement (mobility) as in the book by Petroe O.M., 

Vasiliev V.T. (2015). 

 

Human resource relocation across borders in search of better payed job is an inevitable reality of globalization. According 

to Ukhova A. (2018) this large-scale and dynamic transnational phenomenon has become an integral part of the modern 

international economy. 

 

The reasons for such labor migration are often correlated with the social problems in the country. It is supported by the 

results of a survey provided by the sociological group "Rating" commissioned by the Center for Analysis and Sociological 

Research MRI from 30 to 31 July 2020. Data were collected using a computer-based method of telephone interviews 

performed on a randomly selected sample of mobile phone numbers. The survey was conducted on a random sample, 

which included 2472 citizens of Ukraine aged 16 and older. The sample is representative by region, age and sex. The 

statistical error does not exceed 2 percent with a 95 percent confidence level, and the achievement rate was 12 percent. 

 

The most important problems of Ukrainians that lead to labor migration, which were identified as a result of a survey, are 

presented in fig.1, in percentage of respondents confirming it to be essential. 

 

The majority of Ukrainians (51%) consider their income level insufficient for a normal life, while less than half of the 

population (44%) are satisfied with their current job. This is also supported by the results of the annual Barometer of 

Happiness in Ukraine survey conducted by the European Business Association. It is noted that this year the integrated 

barometer was 2.61 points out of 5 possible on the Likert scale (0.14 points worse if compared to last year). 
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Fig. 1: The most important problems of Ukrainians that lead to labor emigration, % 

Source: IRI survey: Socio-political views in Ukraine. 

 

The key factors assessed by the respondents were: income level, current work, health and education systems, social life and 

leisure, security, observance of rights, environment and general life experience in Ukraine. 

 

Among the others, the opinions on the health care system divided: 58% of respondents are dissatisfied with the state of the 

system, while 42% assess domestic medicine satisfactorily or positively. 

 

Almost 52% were satisfied with the education system, with 48% saying they were completely or partially dissatisfied with 

it. 72% of respondents are dissatisfied with the security situation in the country and feel uncertain about their own future, 

62% negatively assess the legal framework and regulation in the country, in particular in the context of non-discrimination 

and the level of democratic freedoms [10]. 

 

Experts emphasize that these are strong signals that the country needs comprehensive structural changes and reforms. The 

state must ensure the basic needs of citizens to feel safe and financially protected. 

 

It is also noted that according to the State Statistics Service, with the beginning of the war in the East in 2014, about 1.3 

million Ukrainians migrated to other countries. According to Ukrainian analytical journal epravda.com.ua (2019), there is a 

significant problem of labor migration for the country as a whole and the lack of professionals in the corporate and 

industrial sectors, which is acutely felt by business [10]. 

 

In addition, the list of issues was amended by questions related to security and amenities in the country. According to Ella 

Libanova, director of the Institute of Demography and Social Research of the National Academy of Sciences of Ukraine, 

the reasons for emigration can be completely different, but there are 2 zonal factors: the first is high wages, and the second 

is security [9]. 

 

Another logical reason of labor emigration for Ukrainians is unemployment in the country. According to an analytical note 

on the situation on the labor market from the State Employment Service, the number of unemployed (according to ILO 

methodologies) in 2019 decreased by 91 thousand people compared to 2018. Thus, according to Ukraine’s statistical 

service in total in 2019 in Ukraine there were 1.5 million people. 

 

Analysts of the employment service note that in 2019 there was a reduction in unemployment in both urban and rural areas. 

The unemployment rate in rural areas decreased by 23 thousand people (to 493 thousand people), in percentage - from 

9.2% to 8.7% of the labor force. 

 

The State Employment Service also notes that the unemployment rate in Ukraine is the highest among European countries. 

Thus, in the EU this figure decreased from 7.3% to 6.7%, and among young people (under 25) - 15.2% to 14.4%. And 

these figures could be even bigger by the amount of shadow unemployment as a substantial part of people without work 

choose not to register in State Employment Service as unemployed for various reasons which may include very basic 

financial support for the unemployed combined with numerous bureaucratic procedures. Compulsory military service 

which may possibly be applied for the male part of the unemployed also may be a reason for not applying for 
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unemployment status especially during the military conflict within the country. That is why official drop in unemployment 

rate is still a debatable question.  

 

The demand for the foreign labor force, including the work of Ukrainians, continues to grow in Western Europe. In 

addition, financial incentives to work abroad has increased compared to Ukrainian salaries. Such reasons for migration are 

external, but are quite significant. 

 

Ukrainians continue to seek greater earnings and a better life abroad for reasons that are clear to everyone: military 

conflict, political instability, and deteriorating households’ welfare. The introduction of a visa-free regime with the 

European Union has also significantly affected the outflow of Ukrainians abroad, including in search of work. 

 

As for salaries, according to the State Employment Service, the average salary in Ukraine was 12.3 thousand hryvnias in 

December 2019 with a high degree of variation between the highest and the lowest values. At the same time, the lowest 

salaries are earned by workers in the field of agriculture, forestry and fisheries - only 7-9 thousand UAH. This fact is also 

quite significant, taking into consideration that most inhabitants of rural areas work specifically in agriculture and thus 

have the strongest incentives to leave. 

 

At the same time, wages in geographically close European countries are much higher. Thus, according to the official data 

released by Eurostat, in January 2020, the lowest minimum wage among 21 European states was in Bulgaria - 312 euros or 

about 10 thousand UAH. In countries which are more attractive for migration the minimum wage is estimated as follows: 

 

• Poland –611 euro (approximately 20 thousand UAH); 

• Lithuania – 607 euro (approximately 20 thousand UAH); 

• Czech Republic – 575 euro (approximately 19 thousand UAH); 

• Hungary – 487 euro (approximately 16 thousand UAH). 

The problem of youth employment is an acute issue among Ukrainians. According to the State Employment 

Service, 337.4 thousand young people received the status of unemployed in 2019. This is almost a third of the total number 

of unemployed. 

 

The list of the above problems encourages Ukrainians to go abroad and look for work. In Western countries, such as 

Poland, Italy, France and others, human resources are considered to be more valuable. 

 

According to the GALLUP survey, 65% of Ukrainians are dissatisfied with the standard of living in the country. And the 

fact that the number of citizens who want to emigrate abroad is growing is alarming. According to the study, in 2014 the 

part of respondents who wanted to leave amounted to 14%, while in 2018 it was already 31%. 

 

Experts say that in the coming years, migration processes may intensify also due to an increase in the number of students 

studying abroad. 

 

Another factor which supports the idea of increased migration process is a growing amount of remittance incomes. 

 

However, given all the negative aspects, labor migration is an important part of the economy. According to the National 

Bank of Ukraine, in 2019 the volume of private remittances regarding net wages amounted to 8.9 billion dollars. USA, 

which is 7.7% of the country's GDP. Below is a graph of the dynamics of private remittances to Ukraine in 2008-2019. The 

chart presents such indicators as private transfers and net wages. Private remittances according to the balance of payments 

methodology represent household income coming from other households from abroad and are related to temporary or 

permanent migration. Net wages are part of the earnings of family members abroad, which they transfer to the household 

in the territory of their economy. It equals to the difference between the wages received by worker from temporary 

employment abroad and his expenses in the host country. The data in 2014 declined due to exclusion of the territory of the 

temporarily occupied territory of the Autonomous Republic of Crimea, the city of Sevastopol and the temporarily occupied 

territories in Donetsk and Luhansk regions. 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

110



 
Fig. 2: Dynamics of private remittances to Ukraine in 2008-2019 

Source: National Bank of Ukraine. ‘Statistics of the external sector of Ukraine’  

 

In 2019, the volume of domestic transfers through money transfer systems increased by 38.6% compared to 2018. This 

trend has been going on for more than a year. In general, the volume of remittances within Ukraine is growing every year: 

in 2017 — by 21.4%, in 2018 — by 24.3%. In 2019, the average amount of remittances within Ukraine were 314 hryvnias 

(in 2018 – 241 hryvnias), at the same time most funds traditionally went to Kiev. 

 

Despite the fact that workers support the country's economy through their remittances, labor migration exacerbates the 

demographic situation in the country, increases staff shortages and social tensions. At the same time nowadays, Ukraine is 

in the TOP-3 countries in terms of population decline (along with Japan and Russia). 

 

And the scale of labor migration concerns not only employers but also ordinary people. According to a survey conducted at 

the end of October this year by the sociological group "Rating" (published in ‘The expert named the main reasons for labor 

migration from Ukraine’, 2018), respondents consider the mass departure of Ukrainians abroad among the greatest threat to 

the country (56%). Even economic decline and impoverishment of the population are in second place (45%). 

 

According to experts, the problem of labor migration is that countries have very low capacity to replace labor resources. 

That is, a weak economy, state rules for foreign workers, social insecurity - all this does not contribute to attracting so 

many workers to Ukraine to compensate for the number of emigrant workers. 

 

Today, there is no industry left in Ukraine in which the personnel issue is not acute. Officials say the outflow of labor 

threatens the country's economic security. Due to the difficult personnel situation, companies are forced to change their 

production plans and strategies. 

 

Of course, human life is priceless, but if you reject emotions, you can see that as soon as a new life crosses the conditional 

starting line, the state machine issues its official counter. Therefore, it is advisable to consider the cost of funds spent by 

the state on the reproduction of human resources as a result of investing in education, treatment, social support per 

Ukrainian (see Table 1). 

 

Table 1: expenditures of the state for the reproduction of human resources due to investments in education, 

treatment, social support per Ukrainian 

Government expenditures 
Hryvnia, 

Ukraine 
Dollars, USA Euro 

Expenditures of the state at the birth of a child 

(medical care, social benefits) 
53000 1860 1582 

Medical care until adulthood 39400 1382 1176 

Preschool education from 3 to 6 years 106800 3747 3188 

Secondary education 276 000 9684 8239 

Higher Education 215 000 7544 6418 

Total 700000 24561 20896 

Source: Calculated by the author based on Ukrainian Statistics Service data 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

111



Thus, from birth to receiving a diploma of higher education, the state spends on average on education, treatment, social 

support of 700,000 hryvnias, which is 24,561 US dollars or 20,896 euros per one Ukrainian. 

 

According to the UN ‘World migration report 2018: chapter 2’, 5.9 million people have left Ukraine, according to the 

International Labor Organization this figure is even bigger and amounts to 8 million people since the beginning of the 20th 

century. Due to the emigration of population, Ukraine has lost approximately USD 175bln of investment into labor capital. 

While receiving countries are supplied with the most active and productive labor without spending a penny, and Ukraine 

has lost and continues to lose highly productive human resources.  

 

Ukrainian young specialists are primarily interested in a job with a high and stable income, which unfortunately cannot be 

guaranteed in local rural areas. In addition to the lack of full-fledged infrastructure in the villages (lack of logistics, 

transport, internet, etc.), young people are frightened by the lack of prospects and lack of benefits to stay. Therefore, quite 

often young people go to a place where life seems to be less complicated by inconveniences. 

 

As a rule, highly qualified specialists and young people emigrate, this is detrimental to the country’s economy, for the 

formation of its scientific and technological potential. The only effective means against those processes can be the 

dynamization of economic development, growth of productive activity and employment, and increase in living and social 

standards. In order to accelerate this process, the state must increase funding for science, choose an innovation and 

investment path of economic growth. This path involves the dissemination of scientific - applied and scientific - technical 

knowledge. In general, the diversity and complexity of modern migration processes and their growing impact on the 

economic development of the state necessitate the analysis of existing scientific, theoretical and applied aspects of 

international migration. 

 

Conclusion 
 

In Ukraine, it is necessary to create such conditions under which young people with talent, flair and unbridled desire to 

develop, had the priority to live and work in the homeland. Under no circumstances should young people be forced to leave 

Ukraine. It is clear that it is impossible to prohibit the departure and study of students abroad, and of course the advantages 

of leading countries. That is why it is necessary to create appropriate conditions so that they have the desire and are 

guaranteed to return to live and work in Ukraine. 
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 Abstract 

 The aim of this article is to discuss the relationship between knowledge sources and the level of knowledge about 

customers declared by ICT industry managers organization. In the last decade, external sources of knowledge that provide 

valuable, up-to-date information, have gained importance. This enables enterprises to, inter alia, use existing customer's 

resources to develop new products. For the purposes of achieving the set objective, quantitative research was carried out 

using the CAWI and CATI survey method on a sample of 400 enterprises from the ICT sector. The research subject was to 

determine the relationship between frequency of usage and diversity of sources with the level of the declared knowledge 

"about, for and from the customer" and "co-created with the customer" in the surveyed organizations. The research results 

showed that there is a positive correlation between the frequency of using various sources and the level of knowledge of 

the surveyed managers. Enterprises from the ICT industry implement new IT projects tailored to the individual needs of 

customers. Companies should acquire and share with customers knowledge from various sources in order to obtain the 

optimal level of customer knowledge in the organization. 

 

Keywords: Customer Knowledge Management; sources of customer knowledge, new product development and ICT 

sector.  

Introduction 

Smooth transfer of knowledge and ideas enables companies to create innovations that meet customer expectations and 

increase the company's profitability (Lawson,2001). Customer information, knowledge and competences are a key aspect 

of the innovation development process (Prahalad, Hamel, 1990). Customer Knowledge Management (CKM) is becoming a 

major source of innovation (HU and others, 2009). CKM comes down to stimulating the customer, as well as moving from 

a passive attitude to active involvement in innovative processes (Belkahla, Triki, 2011). The basic concept of CKM is to 

treat customer knowledge as a key value. It consists of: "knowledge about, for, from the customer and knowledge co-

created with the customer" (Rowley, 2002). 

 
In this article, the author is interested in the relationships between the declared level of knowledge of various types and the 

frequency of using the sources of its acquisition. The benchmark for considerations regarding knowledge is the 

development of new products in the ICT industry. It should be noted that the surveyed entities are companies that operate 

in the area of new technologies and at the same time create innovative solutions for customers. A significant discrepancy 

between the specialist knowledge possessed by ICT companies and the customer knowledge often leads to lengthening of 

project processes and, more and more often, to customer's dissatisfaction (Hadeel, 2016). 

 
The author conducted quantitative research in companies from the ICT sector, the aim of which was to measure the level of 

customer knowledge and the frequency of using various sources of knowledge "about, for, from the customer, and co-

created with the customer" in the process of developing new products. 

Literature Review 

CKM is the systematic processing and management of knowledge collected at points of interaction with the customer, 

which is necessary for the efficient and effective support of business processes (Hu and others, 2009). It is described as a 

continuous process of generating, disseminating and using customer knowledge within an organization, as well as between 

the organization and customers (Chua, Benerjee, 2013). It bridges the gap between the external and internal environment 

(Chen, 2008). It can also contribute to solving problems existing between customers and the organization (Du 

Plessis,2007). The main goal of CKM is single unified and comprehensive view of customer's (business) and preferences 

across all business functions, points of interaction and audiences (Bose, Sugermaran, 2003). According to the research, 
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CKM covers three main streams of knowledge: "knowledge about, for, from customer and knowledge co-creation" 

(Gibbert and others, 2003). 

 
Knowledge "about the customer" includes knowledge about: preferences, needs, choices and purchases of customers 

(Devenport and others, 2001). It enables the discovery and identification of future customer desires and changes in buyer 

behaviour (Gebert and others, 2003). It has also proven that "customer knowledge" helps companies make changes to 

existing products, services and processes, thus supporting innovation and company performance (Darroch, 2005). By 

creating shared knowledge, both parties, i.e. customers and organizations, can achieve greater benefit from new product 

development (mehdibeigi and others, 2016). 

 
Knowledge "for customers" is knowledge that organizations share with customers and which regards: products and 

services, prices, suppliers, distribution channels and changes in the organization that may be of interest to customers 

(Taherparvar and others, 2014). It enables customers to, inter alia, better understand the emerging changes and 

improvements of products (Garcia-Murillo, Anabi, 2002). It is also assumed that properly developed and delivered 

knowledge "for customers" facilitates co-creation of values with them and increases the speed and quality of innovation 

produced. An important condition for providing valuable knowledge "for the customer" is the development of appropriate 

content and the selection of the most effective channels of communication with customers. 

 

Customers are the key source of knowledge in an organization ( Bose, Sugumaran, 2003). “Yet only a few… are managing 

their most precious resource; the knowledge residing in their customers, as opposed to knowledge about their customers” 

(Gibbert and others, 2002)]. Understanding what customers know and feel, learning their opinions and views, is a valuable 

but neglected knowledge in an organization (Prahalad, Hamel, 1990). The discussed knowledge plays an important role in 

the process of innovation development. It is a catalyst for the process of co-creating value and helps solving problems 

together with the customer (Aarikka-Stenros and others, 2012). Knowledge "from customers" allows companies to 

influence the pace of development and the quality of innovation (Salomann and others, 2005). The pace of innovation is 

defined as the time between the emergence of an idea and the development of the final product (Wang, 2012) while the 

quality of innovation is the result of matching customer needs and expectations in terms of new products/services. 

 
The last type of knowledge, referred to as "knowledge co-created with the customer", is a two-way relationship between 

the customer and the organization. Research shows that few companies consider customers to be partners for knowledge 

development (Gibbert and others, 2002). Although companies listen to their customers' needs regarding new products and 

services, most do so inappropriately (Teharparvar and others, 2014). They often ask questions directly without finding the 

hidden needs of customers (Cooper and others, 1999). Customers are usually unable to articulate their needs without 

adequate support and involvement from the organization (Griffin, Hauser, 1996). The implementation of the full process of 

knowledge co-creation with the customer (in terms of explicit and tacit knowledge) requires the involvement of both 

parties. The development of innovation can be realized by combining existing knowledge (of the company and the 

customer), and thus obtaining new quality. All these activities can be reduced to the five-phase organizational model of the 

knowledge creation process proposed by I. Nonaka and H. Takeuchi, which consists of the following stages of the 

procedure carried out jointly by representatives of the company and the customer: sharing tacit knowledge, creating 

concepts, justifying concepts, building an archetype, cross-levelling knowledge (2000). It seems that described above 

knowledge co-creaction process is very similar to a new product collective development routine. 

 

Selected sources of knowledge assigned to particular types of knowledge will be characterized below. The sources of 

knowledge are divided into external and internal, while the channels and methods of obtaining it are separated into 

traditional and modern (Hadeel, 2016). As far as internal sources are concerned, customer knowledge can be obtained 

directly from employees, as well as indirectly, using databases and internal documentation. In the case of external sources, 

knowledge providers are primarily customers, but also business partners and research organizations. In terms of the 

methods and channels of acquiring knowledge, organizations have gained new opportunities thanks to IT technologies and 

Web 2.0 tools. The advent of social media has resulted in significant changes in the communication and interaction of 

communities and organizations (Kaplan, Haenlein, 2010). One of the most important values of social media is the 

possibility of creating mutual social relations between consumers and companies. With it, organizations can co-create 

virtual communities with current and potential customers to cooperate with each other and share knowledge. Social media 

is an important set of essential tools for organizations to gather knowledge and provide feedback on their new products and 

services (Peppler, Solomou, 2011). Companies gain a modern two-way communication tool that is direct, efficient and 

relatively inexpensive, as compared to traditional methods (Kietzmann and others, 2011). 

 
In the case of knowledge "about the customer", both internal and external sources of knowledge apply. The first group 

includes all information collected and processed in the organization's databases, as well as documents confirming customer 

activity. With regard to the knowledge obtained outside the organization, the most frequently used methods are classical 

quantitative and qualitative research methods (Gibbert and others, 2002). Exploratory research to identify customer 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

114



 

 

motivations, attitudes and behaviours may be particularly useful. Among the research methods, questionnaire survey and 

group interviews can be used. Internal sources such as meetings and conversations with employees, as well as documents 

and customer information sets available in the organization are also used to obtain knowledge about the customer (Kotler 

and others, 2002). 

 
Knowledge "from the customer" should be obtained primarily during direct meetings with customers or groups of 

customers. Today, social media and dedicated online platforms are more often used to obtain opinions and exchange 

experiences with customers. 

 

In relation to "knowledge co-creation" with the customer, research methods referred to as the “voice of the customer” are 

of particular importance. The study of the voice of the customer focuses primarily on discovering the deeply hidden needs 

of the consumer (Griffin, Hauser, 1996). For this purpose, the following are used: participant observation, creation of 

development teams with the consumer or cooperation with "enthusiast communities" on social media (Cooper and others, 

1999). 

 
Knowledge "for the customer" supports not only customer purchase decisions, but also influences their creative potential in 

the process of developing new products. It should be analysed on the basis of knowledge "about and from the customer", as 

it then becomes a real support for choices and actions. Organizations that are aware of the importance of knowledge "for 

the customer" use Web 2.0 tools in addition to traditional methods of disseminating it (e.g. by means of manuals, printed 

materials, information obtained from sellers). The use of social media enables not only the transfer of knowledge, but 

above all, it facilitates the involvement of customers in creating shared knowledge. Obtaining the network effect also 

supports the effective education of customers. 

 

Taking into account the characteristics of the described sources and methods of acquiring knowledge "about, for, from the 

customer and co-created with the customer” was the basis for the preparation of survey questions used in the following 

research.  

Materials and Methods 

The presented study is part of a research project carried out in the ICT sector since 2018. At the first stage, conducted 

qualitative research in the form of in-depth interviews with representatives of companies from the ICT industry. The group 

of respondents consisted of product managers and social media specialists. The interview was conducted based on a 

research scenario. The aim of the research was to: assess the scope of using the functions of social media and customer 

knowledge in selected areas of the organization's activity. 

 

 At the second stage, quantitative research was carried out, in 2020.  The surveys were sent to 750 companies, and 400 

correctly completed surveys were analyzed. The definition of the ICT sector was based on the PKD classification (Polish 

classification of activities). A random-quote sampling was used, based on the so-called typical values in relation to the 

number of analysed subgroups in the population. In this case, reference was made to the number of companies from the 

above-mentioned PKD divisions in four voivodeships, and the imposed amounts, which were to be achieved and which 

reflect their structure, in accordance with Statistics Poland data. The research area was chosen due to the intensity of the 

ICT sector development. The respondents were managers of product (project) development departments in the surveyed 

ICT companies. The questions asked were closed, while multi-stage and frequency scales were used to measure the 

answers.  The survey was carried out using the CAWI and CATI methods. After performing statistical analyses, IBM SPSS 

Statistics version 25 was used. 

 

The aim of the study was to measure the level of customer knowledge and the frequency of using various sources of 

knowledge "about, for, from the customer, and co-created with the customer" in the process of developing new products. 

The research question was posed: Is the level of knowledge declared by managers, which is used to develop new products, 

related to the frequency and number of customer knowledge sources used? 

Results 

The managers in the surveyed ICT organizations were asked the question about how they assess the amount of knowledge 

possessed by the organization broken down into types: "about the customer" (including their needs, preferences, behaviour 

and motivations), "for the customer" (providing the company with knowledge about products and services ), "from the 

customer" (the customer's opinions, experience, comments related to existing products or services), "co-creation" (co-

creation with the customer), in the process of developing new products. On a 10-point scale, they chose a value of 5 or 

more in the case of knowledge "about the customer" (74.50%) and knowledge "for the customer" (75.50%). It was also 

noticed that the surveyed companies less frequently use knowledge "from the customer" (68.25%) and "knowledge co-

creation" (48.25%). 
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Then, the respondents were asked about the frequency of using different types of sources in the context of new product 

development. A 4-point scale was used for the assessment (“0” means not at all, “4” means very often), and the following 

distribution of answers for each type of knowledge was obtained. 

 

In the context of the sources of knowledge "about" the customer, the surveyed companies most often used direct contact, 

i.e. conversations with customers (52.75% of responses indicating that they use this source often "3", or very often "4"); 

moreover, they used knowledge from other customers (25.25%), social media (22.75%), customer reactions to e-mails and 

newsletters (20.75%), or from suppliers and intermediaries (19.75% of 3 or 4 responses, and 26.50% of "not at all" 

responses). The respondents used CRM (Customer Relationship Management) or similar databases (17.75%), and the 

knowledge taken from the competitors (12.75%) to a lesser extent. The respondents relied the least frequently on surveys 

(2.50%), internal and external reports (5.75%), social media monitoring tools (7.75%) and media monitoring tools (8.00%) 

or analytical tools available on the Internet (13.50%). 

 

When it comes to the use of the sources of knowledge "for" the customer, they include corporate websites (only 15.50% of 

respondents indicated that they do not use this method of informing customers about their products at all) and social 

networks (Facebook, Instagram, Snapchat, Pinterest, etc.; 27.50% of “not at all” responses). The surveyed companies also 

indicated that they use the possibility of providing information to customers in brochures and leaflets (44.50% of "not at 

all" answers), on a company blog (50.75%) and in a newsletter sent to customers (54.50%). 

 

In order to gather knowledge "from" customers, the surveyed ICT companies most often used meetings with customers 

(39.75% of "often" or "very often" responses, as compared to 28.75% of the "not at all" answers). The use of social media 

was indicated by 15.75% against 44.25% of "not at all" responses. 

 

As far as "knowledge co-creation" is concerned, the respondents preferred to observe customers while using a product or 

service (22.50% with 41% "not at all" responses). The fewest number of respondents relied on the participation of 

customers in the work of teams at the company's headquarters (65% of "not at all" responses) and the use of dedicated 

internet platforms (60.00%). 

 

In the next stage of the research, in order to verify the research hypothesis, it was decided to determine whether there is a 

relationship between the level of customer knowledge declared by managers used to develop new products in the 

organization and the frequency of knowledge sources used. For this purpose, statistical analyses were performed using 

Pearson's r. The classic threshold α = 0.05 was considered the significance level. 

 

In the first step, it was examined whether there was a relationship between the assessment of the knowledge "about the 

customer" used in the process of developing new products and the frequency of sources of obtaining it. The obtained 

results are presented in Table 1. 

Table 1: Relationship between the assessment of the level of knowledge “about the customer” in the process of new 

product development and the frequency of using the sources of its acquisition 

 

Knowledge acquisition sources 

Assessment of the level 

of knowledge about the 

customer 

  r p 

Knowledge about the customer obtained from survey research 0.03 0.599 

Knowledge about the customer obtained from conversations with customers that were not 

recorded in any databases 
0.42 <0.001 

Knowledge about the customer obtained from CRM databases and/or similar 0.18 <0.001 

Knowledge about the customer obtained from internal reports provided by research companies 0.04 0.387 

Knowledge about the customer obtained from analytical tools available on the Internet 0.18 <0.001 

Knowledge about the customer obtained from media monitoring tools 0.18 <0.001 

Knowledge about the customer obtained from social media 0.01 0.802 

Knowledge about the customer gained from customer reactions to e-mails and newsletters 0.27 <0.001 

Knowledge about the customer acquired from the competitors 0.09 0.075 

Knowledge about the customer acquired from other customers 0.33 <0.001 

Knowledge about the customer acquired from suppliers and intermediaries 0.16 0.001 

The number of types of information sources the company uses to gain knowledge about the 

customer 
0.30 <0.001 

Source: own elaboration 
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Statistically significant correlations were found between the assessment of own knowledge about the customer and the 

frequency of using sources such as unrecorded conversations with customers, CRM (Customer Relationships Management) 

databases, opinions shared on the Internet, analytical tools available on the Internet, media monitoring tools, customer 

reactions to e-mails and newsletters, and information obtained from other customers, suppliers/intermediaries. 

Furthermore, the results showed a relationship between the assessment of one's own knowledge of the customer and the 

number of types of information sources used to obtain it. All the above-mentioned correlations had a positive direction. 

Average relationships were noticed in the case of gaining knowledge about the customer from unrecorded conversations 

with customers, information obtained from other customers and the variety of sources used. In the case of the remaining 

significant correlations, Pearson's “r” measure indicated weak power. 

 

Then, the respondents' opinions on their knowledge "for the customer" and the frequency of using their sources were 

compared. The results are presented in Table 2. 

Table 2: Relationship of the assessment of knowledge "for the customer" used to develop new products and the 

frequency of using its sources 

 

Sources of knowledge "for the customer” 

Assessment of 

knowledge for the 

customer 

  r p 

Use of a website -0.10 0.057 

Use of social networks (Facebook, Instagram, Pinterest) -0.10 0.051 

Use of a company’s blog 0.04 0.400 

Use of specialized websites (such as LinkedIn, Golden Line) 0.12 0.015 

Use of YouTube 0.02 0.658 

Use of news services (such as onet, wp) -0.11 0.030 

Use of partners’ websites 0.04 0.422 

Use of newsletters sent to customers 0.01 0.897 

Use of an external online platform made available to customer 0.05 0.329 

The number of types of information sources the company uses to gain knowledge for the 

customer 
0.06 0.237 

Source: own elaboration 

The assessment of knowledge "for the customer" positively correlated with the use of specialized websites (such as 

LinkedIn, Golden Line). The relationship was at a weak level and meant that with more frequent use of this source, the 

respondents assessed the knowledge for the customer in the organization higher. A negative, weak relationship was noticed 

in the case of the assessment of knowledge for the customer and the use of news services (www.onet.pl, www.wp.pl). The 

respondents who rated the knowledge for the customer in the organization higher, less frequently used this type of source. 

The other correlations turned out to be statistically insignificant. 

 

Then, the existence of the relationship between the assessment of knowledge "from the customer" used in the development 

of new products and the frequency of sources of its acquisition was verified. The results are shown in Table 3. 

Table 3: Relationship between the assessment of knowledge "from the customer" used to develop new products and 

the frequency of using the sources of its acquisition 

 

Sources of knowledge "from the customer" 

Assessment of 

knowledge from the 

customer 

  r p 

Use of social media as a source of knowledge from the customer 0.02 0.748 

Use of opinions posted on forums and newsgroups as a source of knowledge from the 

customer 
0.15 0.004 

Use of dedicated platforms for communication with the customer as a source of 

knowledge from the customer 
0.06 0.248 

Use of meetings with customers as a source of knowledge from the customer 0.32 <0.001 

The number of types of information sources the company uses to gain knowledge from 

the customer 
0.24 <0.001 
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 Source: own elaboration 

The analysis showed that there is a relationship between the frequency of meetings with customers and the level of 

knowledge in the organization. Pearson's “r” measure was at the average level. The relationship between the variables was 

also noticed when assessing the level of knowledge "from the customer" and the number of sources to obtain it. 

 

Finally, the existence of the relationship between knowledge co-creation and the frequency of its sources was verified. 

Table 4: Relationship between the assessment of knowledge "co-created with the customer" and the frequency of 

using its sources. 

Sources of knowledge "co-created with the customer" 

Assessment of 

knowledge co-created 

with the customer 

  r p 

Use of dedicated online platforms as a source of knowledge from the customer 0.06 0.242 

Use of customer participation in the work of teams at the company's premises as a 

source of knowledge from the customer 
0.06 0.205 

Use of customer observation when using a product or service as a source of knowledge 

from the customer 
0.29 <0.001 

Use of collaboration with "enthusiast communities" as a source of knowledge from the 

customer 
0.06 0.215 

The number of types of information sources the company uses to gain insight from a 

customer 
0.02 0.653 

Source: own elaboration 

The analysis showed statistically significant relationships between the assessment of the level of knowledge co-created 

with the customer and the frequency of using the sources of this knowledge, which were the observations of customers 

while using a product or service. The relationship between the variables was positive. 

Conclusions 

Relationships between the frequency of using selected sources of customer knowledge and their number and the declared 

level of this knowledge in the organization can be found. This means that the higher the respondents assessed the 

knowledge "about the customer", the more often and in a greater number did they use selected sources of knowledge. As 

far as knowledge "for the customer" is concerned, there was a correlation confirming the relationship that with the more 

frequent use of specialized websites (such as LinkedIn), the respondents assessed the level of knowledge "for the 

customer" in the area of new product development higher. In terms of knowledge "from the customer", similarly to the 

case of knowledge "about the customer", the respondents rated the knowledge "from the customer" higher if they used 

more often and in a greater number sources of knowledge. In the last case, the analysis showed that managers who showed 

a greater level of knowledge "co-created with the customer" more often used customer observation as a source of 

knowledge when using a product, which was an important element of supporting the knowledge management process in 

the areas of product innovation. 

Discussion 

As the research described above shows, ICT companies more often assessed their level of knowledge as being between 5 

and 8 on a 10-point scale. In the case of knowledge "about and from the customer", the rating was higher than the declared 

level of knowledge "from the customer" and the knowledge "co-created with the customer". As indicated in the literature 

on the subject, nowadays, the most valuable is knowledge "co-created with the customer", which enables the involvement 

of customers in development work in the innovative process. This has a positive effect on, among others, shortening the 

time of the process and contributes to greater acceptance of the product introduced to the market by the buyer (Cooper and 

others, 1999). 

 
In regard to the analysis of the frequency of using the identified sources of knowledge, it can be noticed that the 

distribution of responses indicates some fixed mechanisms of action. In the case of knowledge "about the customer", the 

respondents most often chose the answer regarding the source of knowledge: "from informal conversations with 

customers", while to a lesser extent indicated "social media" or "customer reaction to the newsletter" as a source of 

knowledge. However, it is surprising that the respondents least often chose surveys and formal interviews with customers 

as well as internal databases. This suggests that knowledge "about the customer" is not collected in ICT organizations in a 

formal manner and with the use of the research methods presented earlier. This is rather individual knowledge belonging to 
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individual employees rather than to the entire team, which in the case of an organization means an ineffective way of 

knowledge management. 

 

In the case of knowledge "for the customer", the respondents chose as its main sources: "company websites"; "specialized 

social media such as LinkedIn", and to a lesser extent "company blogs", "leaflets and brochures". The author noticed, 

based on her previous research, that ICT companies use social media in particular to create the image of an organization, 

using one-way communication. Thus, neglecting the functions of social media related to collaboration or building online 

communities. It should be emphasized that the currently provided knowledge "for the customer" should support the 

customer's involvement, and thus become an important element in increasing the competences of customers as partners in 

the organization. This approach is important for the process of creating new products, as an educated customer is a serious 

support for the discussed process. At this point, it is worth referring to modern methods of designing knowledge "for the 

customer" with the use of information technology and social media, which assume (Weiss and others, 2004): 

 
- One point of access to content, including improved search capability. 

- A coherent format that organizes knowledge in a way that is beneficial to the recipient, and which allows the 

broadening and deepening of knowledge. 

- Benchmarking techniques and tools to help customers answer questions. 

Changing the approach to the presentation, delivery and sharing of knowledge "for the customer" becomes a new challenge 

in the process of customer knowledge management. 

 

Obtaining knowledge "from the customer" requires an organization to be open, honest and often transparent. Companies 

that use this type of knowledge must be open to the opinions and comments of customers, should investigate the reasons 

for dissatisfaction and get involved into an open dialogue with both dissatisfied and satisfied customers. The use of modern 

communication channels in this regard shortens the time and distance between the parties. The research results show that 

ICT companies rarely use modern communication channels to gather opinions about their products and possible 

modifications. The same applies to the customer's tacit knowledge. Its acquisition is a challenge for most organizations. 

Referring again to the previous research carried out by the author, it should be emphasized that ICT companies declare 

their lack of faith in the fact that the customer can be a competent, and thus valuable source of knowledge. The main 

reason was the allegedly low level of knowledge of the customer (user) in the area of IT solutions. In order to level the 

disproportion of knowledge between specialists and users of IT solutions, it is worth using voice of the customer tools, 

which are used to discover hidden knowledge "residing in the customer". 

 

It should be noted that the use of sources of knowledge and methods of their adaptation to the CKM process requires a lot 

of research. It is worth focusing on, inter alia, the areas of knowledge "for the customer" because, as shown by the previous 

studies, neglect in this type of knowledge results in the inability to use e.g. knowledge resources "co-created with the 

customer". The subject of research may be both types of knowledge and communication channels, with particular emphasis 

put on modern technologies. 
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Abstract 

The main aim of the study is to analyze and evaluate access to housing in selected countries of the European Union. The 

author submitted and then verified the hypothesis that the situation of Poland in terms of housing is one of the worst. Another 

problem is that, despite the passage of time, the situation has not improved significantly.  

The publication analyzes the housing situation in selected European Union countries in terms of: the number of flats 

completed, the number of rooms or the price of flats in the largest European cities. 

Keywords: housing, housing situation, real estate, European Union 

Introduction 

The housing situation of citizens has a huge impact on the functioning of the entire economy (Galster, Kwan, 2021, p. 1). 

Providing the most important human need, which is to have a flat, directly translates into social development and the 

demographic situation of the entire country. Although the housing situation in Poland is very difficult, it should be noted that 

it is gradually improving every year. Unfortunately, the pace of these changes is very slow, which translates into a still very 

high housing deficit. The position of Poland in the international arena has not improved significantly. 

The present paper seeks to analyze the availability of housing for nationals of Poland and selected European Union member 

states. The author will look for an answer to the question whether membership in the European Union has allowed Poland to 

improve its situation in this respect. The research hypothesis posed in the study recognizes that access to one’s own dwelling 

in Poland is one of the most difficult amongst the analyzed European Union member states, and despite the passage of years, 

this situation is not significantly improved.  

The publication also analyzed the elements influencing the availability of dwellings, such as: the number of completed 

dwellings per 1,000 inhabitants, the average number of rooms per person, the saving period for purchasing one’s own 

dwelling or the prices of dwellings in the largest European cities.  

Literature Review 

The dwelling is one of the basic and most essential human goods. It has a universal dimension, and housing needs remain 

valid throughout the life of each person. Moreover, ensuring a settled shelter in the form of a dwelling has for centuries been 

one of the factors determining human economic and social development (Czeczerda, 1978, p.17).   

 

W. Nieciuński emphasizes that poor housing conditions or the lack of dwelling are a substantial factor preventing the increase 

of the effectiveness of the Polish economy (Nieciuński, 1967, p.34, Ulman, Ćwiek, 2019, p. 1, Radzimski 2014, p. 468, 

Kierzenkowski 2008, p. 2).  

 

The dwelling satisfies elementary living needs, gives a sense of security, shapes the material and social conditions of human 

life. The characteristics of the dwelling, its area, layout, location and surroundings create the framework for the existence of 

an individual, family and even society. 

 

The need for shelter is basic for humans. This question has been discussed by numerous international agreements recognized 

by Poland. In the Universal Declaration of Human Rights adopted by the United Nations in 1948, it is stated in Art. 25 sec. 

1 that everyone has the right to a standard of living suitable for the health and well-being of himself and his family, including, 
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inter alia, a shelter in the form of a home. The next paragraph mentions that the mother and the child are entitled to special 

care and assistance (UNESCO, 1948). 

 

Despite the fact that housing is not a subject of formal competences of the European Union, European integration has a 

substantial impact on the housing policies of the Member States. According to Art. II – 94 section 3 of the Treaty establishing 

a Constitution for Europe, “in order to combat social exclusion and poverty, the Union recognizes and respects the right to 

social and housing assistance so as to ensure a decent existence for all those who lack sufficient resources, in accordance 

with the rules laid down by Union law and national laws and practices” (EU, 2004). 

 

Compared with other contemporary European constitutions, the Constitution of the Republic of Poland is characterized by 

poor clarity in wording in relation to the issue of property as a social function. Not only does it fail to explicitly declare the 

right to housing, but it formulates the duty of public authority in a manner weaker than it is done in other European 

constitutions, e.g. the Netherlands, Sweden, Portugal, Spain or Sweden (Izdebski, 2013, p.171). In the mentioned countries, 

constitutions define the right to housing as a fundamental economic, social and cultural right, and it is the state’s duty to 

prepare and implement a housing policy in order to ensure adequate (decent) living conditions. In a number of cases, 

constitutions explain the concept of adequate living conditions and define the principles of operation of public administration 

in the sphere of creating and implementing the housing policy. Also, in other detailed statutes, one can find a vast body of 

information about the obligation of the state and the delegation of certain powers to local authorities.     

 

Academic literature devotes considerable space to the definition of a dwelling. In analyzing the concept of a dwelling, it is 

worth starting from the most rigid definition used by J. Zapart, which describes a dwelling as a group of habitats with auxiliary 

rooms that have been permanently separated with walls (Zapart, 1999, p.19). It is a technical view of the apartment, whose 

major element is its structural distinctness. A different definition of the dwelling is provided by J. Goryński, who presents 

the dwelling as “the basic place in space, to which a settled person relates his various connections with the surrounding 

world, and where, conversely, the environment determines his place in space” (Goryński, 1975, p.7). The issue of housing 

has also been discussed by A. Andrzejewski, who introduced the concept of housing from a rigid view to an increasingly 

broader approach, looking at it from three different perspectives, namely as (Andrzejewski, 1979, p.14-15): 

• a way of living - a dwelling is defined by a set of functions performed in it. These functions are living, social and 

productive in nature; 

• the effect of construction activities - a dwelling is a particular construction form; an enclosed, family-friendly space. 

Two basic types of housing have been distinguished: living in a single-family house (1-2-story building) - the dominant type 

in rural housing; living in a multi-flat house (usually a multi-storey building, the dwelling is only part of the building) - the 

dominant type in urban development; 

• architectural and urban element - it is an extended view of the dwelling, including, in addition to a specific 

construction form, the surroundings in the form of land and service objects related to the needs of residents. 

This classification is consistent with the practical perception of the dwelling, which should be treated as a material object 

(e.g. a detached house, a dwelling) and as a feature of the surrounding area. 

 

Conclusions from own Research 

The studies carried out for the purposes of the study was of an analytical and comparative nature. Their objective was to 

diagnose the current situation on the Polish market compared to other European Union countries. The lack of housing, both 

in Poland and in Europe, is a very complex question.  

 

One of the associated factors is the insufficient relation between average earnings and the costs of purchasing or building a 

house or apartment. Figure 1 demonstrates the relation between the average annual gross salary in a given EU country and 

the price of a square meter of a dwelling. It should be remembered that the analysis was based on the average domestic 

housing pricing, which do not accurately reflect the prices. It is worth noting that noticeable differences between dwellings 

located in big cities and flats in smaller towns or villages are visible in all analyzed European Union member states. As the 

following chart shows, Poland belongs to the group of countries with a relatively high relation, oscillating around 7.7. In 

countries such as Belgium and Portugal, this relationship is close to 4. The highest ratio can be observed in the Czech 

Republic, where the ratio amounts to 11.2, while in Slovakia it reaches a score close to 10.   
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Figure 1: The ratio of the gross annual salary to the purchase of a new dwelling (70 m2), 2018 
Source: own study based on Deloitte - Property IndexOverview of European Residential Markets. 

 
Figure 2 demonstrates the average prices of a square meter of a dwelling with an area of 120 m2 in the most important cities 

of the analyzed European Union member states. As the following chart shows, only Bulgaria and Hungary has a price of one 

square meter of a dwelling in the most important locations lower than the price in Poland. All other analyzed locations were 

characterized by much higher amounts. It should be noted that the average annual salary in Poland in 2019 was PLN 4,918.17, 

which translates into the purchase of less than 0.45 square meters of a dwelling. The highest prices of the analyzed property 

were in Great Britain and France.     

 

 

 
Figure 2:  Average price for a 120-sqm apartment in the most important city in a particular country, 2018 

Source: own study based on https://www.statista.com/statistics/722905/average-residential-square-meter-prices-in-eu-28-per-country/. 
 

The other essential aspect of access to housing, which is directly linked to the earnings of citizens, is offer prices and real 

estate transaction prices. Table 1 presents transaction and offer prices of new and older residential real estate in the examined 

European Union countries. The highest transaction prices in these categories can be noticed in Luxembourg where the 

average value oscillated around EUR 7,145/m2. High rates, though clearly lower than in Luxembourg, can be observed in 

France and Austria, where the amounts exceeded EUR 4,000/m2. Prices in Poland averaged around EUR 1,520/m2 and 

exceeded those in Portugal, Hungary or Bulgaria. The overview also shows offer and transaction rates for older properties. 

The average transaction price of older dwellings was also the highest in Luxembourg and oscillated around EUR 6,060/m2. 
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Amounts above EUR 3,000/m2 can be seen in France and the UK. In Poland, the average rates oscillated around EUR 

1,350/m2 and were higher than in Portugal and Hungary. 

Table 1:  The average offer and transaction rates in EUR/m2 in selected EU countries 

 

 Country Average bid price 

of new dwellings - 

sqm 

Average 

transaction price 

of new dwellings - 

sqm 

Average bid 

price of older 

dwellings - sqm 

Average transaction 

price of older 

dwellings - sqm 

Austria n.a. 4 176 n.a. 2 930 

Belgium 2632 n.a. n.a. 1 950 

Bulgaria n.a. 550 n.a. n.a. 

Czech Republic 3 364 2 602 1 872 1 534 

Denmark 3280 3 124 2 645 2 519 

France n.a. 4 523 3 427 3 414 

Germany 3 727 n.a. 2 641 n.a. 

Hungary 1 549 1 475 849 808 

Ireland n.a. 1 694 n.a. 1 694 

Italy 2 677 2 314 2 140 1 850 

Luxembourg 8 643 7 145 6 596 6 057 

Netherlands n.a. n.a. 2 857 2 632 

Poland 1 602 1 520 1 539 1 348 

Portugal n.a. 1 162 n.a. 1 023 

Slovakia n.a. n.a. 1 770 n.a. 

Spain 2 860 2,398 1 653 1 531 

United Kingdom n.a. 3 861 n.a. 3 057 

Source: own study based on https://www2.deloitte.com/content/dam/Deloitte/at/ Documents/presse/deloitte-property-index-2020.pdf 

(accessed: 11-02-2021). 

 

The fourth important measure of meeting the society’s housing needs is the number of housing units per 1000 inhabitants. 

As can be seen from the 9th edition of the Deloitte Property Index, the Overview of European Residential Markets published 

in 2020 in Poland, the number of dwellings per 1,000 inhabitants is 386.2, which translates as a net figure of nearly 100 

dwellings less than the average for the surveyed countries and over 200 less than the number of dwellings per 1,000 

inhabitants in Portugal. The analysis of the collected data allows concluding that the best situation in terms of the amount of 

housing resources can be found in Portugal and Italy. There are over 581 dwellings per 1000 inhabitants, which is nearly 

28% above the average for the analyzed countries. Bulgaria ranks third with nearly 563 dwellings per 1,000 inhabitants. 

Figure 3 presents the number of dwellings per 1000 inhabitants in selected European Union countries.  
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Figure 3: Number of dwellings per 1000 citizens, 2020 
Source: own study based on Deloitte - Property Index Overview of European Residential Markets. 

 
The cited report also demonstrates that the number of dwellings in Poland has reached a value of nearly 14.82 million. The 

largest number of dwellings among the surveyed countries can be found in Germany (nearly 42.54 million), Italy and France, 

where it exceeds 35 million. For obvious reasons, the smallest number of dwellings among the surveyed countries is in 

Luxembourg, where there are 0.24 million.     

 

It is also worth noting the problem of the system of ownership, the size of dwellings and the area per a single person in the 

analyzed European Union member states. Table 2 presents the ownership structure of dwellings in the analyzed European 

Union countries. According to Eurostat data, at the end of 2018, nearly 70% of the entire EU population lived in owner-

occupied dwellings, and the remaining 30% occupied dwellings rented from private individuals. In Poland, nearly 84% were 

owner-occupied dwellings. In turn, dwellings were rented by 16.0% of the population. It is worth noting that in large cities, 

short-term renting is becoming increasingly popular, which is more profitable for dwelling owners, but is becoming a 

growing concern for people looking for a dwelling for extended periods of time (Glocker, Plouin, 2016). The highest share 

of owner-occupied dwellings in the structure is in Slovakia, where nearly 91.3% of citizens live in owner-occupied dwellings. 

At the other end there is Germany, where this share is close to 51.5%.    

 

Table 2: Ownership structure of dwellings in the analyzed European Union countries 

 

Country Owner-occupied 

dwellings  

Rented dwellings  

Austria 55.4% 44.6% 

Belgium 72.7% 27.3% 

Bulgaria  83.6% 16.4% 

Czech Republic 78.7% 21.3% 

Denmark 60.5% 39.5% 

France 65.1% 34.9% 

Germany  51.4% 48.6% 

Hungary 86% 14% 

Ireland  n.a. n.a. 

Italy  72.4% 27.6% 

Luxembourg  n.a. n.a. 

Netherlands 60.5% 39.5% 

Poland 84% 16% 

Portugal 74.5% 25.5% 

Slovakia 91.3% 8.7% 

Spain 76.3% 23.7% 

United Kingdom 65.1% 34.9% 

Source: own study based on https://www.statista.com/statistics/246355/home-ownership-rate-in-europe  (accessed 30-11-2020). 

 
The average usable floor space of a dwelling at the end of 2018 in Poland was 75.2 m2, with the EU average of 96.4 m2. 

The usable floor area per person in Poland was nearly 28.2 m2, and in the EU 41.9 m2, and the average number of rooms 

per person fluctuated around 1.1, with the EU average at 1.7. It is worth noting that people living outside large agglomerations 

represent a group living in better than average housing conditions. According to Eurostat data, in Poland only 7.4% of the 

inhabitants of large cities are living in “oversized” dwellings, while in smaller towns this percentage increases to 12.7%, and 

in villages to 13.4%. These data are influenced by real estate prices, which are significantly lower in less urbanized areas. 

Figure 4 shows the average usable floor space of a dwelling in the examined European Union countries.  
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Figure 4: Average usable floor space of a dwelling, 2018 

Source: own study based on Eurostat - https://ec.europa.eu/energy/content/housing-space-person_en (accessed: 12.03.2020). 

 
It follows from the data of the Central Statistical Office in Poland that from 1988 to 2002, the average size of a room per 

person increased from 17.1 m2 to 21.1 m2. Thus, in the analyzed period, the area for each Pole increased by four square 

meters. In the next analyzed period, of 2005-2014, when Poland was already a member of the EU, there was an even more 

pronounced increase in the area per person, reaching over 26 m2 in 2014 (Statistics Poland, 2014). According to data from 

2019, in Poland the area per person is nearly 28.1 m2 of a dwelling. Thus, over 6 years there was an increase by 2.1 m2. 

Figure 5 demonstrates the increase in the average usable floor space of a dwelling per 1 person in Poland in 2010-2019. 

 

 
Figure 5: Average usable floor space per 1 person, 2019 

Source: own study based on Eurostat - https://ec.europa.eu/energy/content/housing-space-person_en  

(accessed: 12.03.2020). 

 

The results presented above are one of the worst among all European Union member states. According to Eurostat data, the 

overall average value of all European countries was 39.6 sqm per person, which makes a considerable difference of over 11 

sqm of living space per one member of the household. Figure 6 presents data for the countries covered by the study. 

Unfortunately, no coherent and uniform data were found for the analyzed period, therefore the results presented in the figure 

concern the years 2012-2019. These have been compiled from Eurostat reports and other available reports, therefore they 

can only represent an illustrative information on this problem.   
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Figure 6: Average usable floor space per 1 person, 2012-2019 

Source: own study based on Eurostat. 

 

Conclusions and Final Remarks 

The housing conditions of citizens have great influence on the functioning of the entire economy. Providing the essential 

important human need, which is to have a dwelling, directly translates into social development and the demographics of the 

entire country. The analyses suggest that all the basic indicators determining parameters such as the average usable floor 

space, the number of dwellings per 1000 people, the average offer and transaction prices or the number of people per 

dwelling, are in Poland at levels evidently below the amounts obtained in the studied member states of the European Union. 

Although the housing situation in Poland is challenging, it is worth noting that it is improving every year. That said, the pace 

of these shifts is still unsatisfactory.  

 

In summarizing the issues raised in the study, it appears that there are no grounds to reject the hypothesis that access to one’s 

own dwelling in Poland is one of the most difficult amongst the analyzed European Union member states, and the situation 

has not been improving significantly despite the passage of time.  

 

Generalizing the conclusions and detailed assessments, it should be stated that the housing situation in Poland remains at a 

very poor level. This means that our country has one of the worst housing situations in Europe. Poland, despite being one of 

the largest European countries, is still characterized by a very substantial housing shortage, which is evidenced by the 

analyzed measures reflecting the degree of satisfaction of the society’s housing needs.     
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Abstract 

 
The Belt and Road Initiative (BRI) was proposed by Chinese government in 2013 to build China’s image internationally and 
promote development globally. Through this global development strategy, trade, and integration between China and 70 nations 
are maintained with Asia, Europe, and the Americas. Azerbaijan is one of the countries which participated in the BRI initiative 
of China, and it has been taking part in successful cooperation on the development of regional transport corridors. Furthermore, 
Azerbaijan has been the largest partner of China in the South Caucasus in terms of transit, investment and economic matters. 
This article discusses the present state and future potential of economic affairs between China and Azerbaijan. The purpose of 
this research is to evaluate the economic cooperation between Azerbaijan and China since Azerbaijan’s participation in the 
BRI. Therefore, trade and investment data from the two countries have been analyzed. The paper has found out that trade and 
investment between the two countries have tripled since Azerbaijan’s participation in the BRI. The development of the middle 
transportation corridor is the prerequisite to China and Azerbaijan’s future comprehensive investment cooperation and 
economic relations.   
 

Keywords:  Azerbaijan, China, the BRI, Middle Transportation Corridor  

Introduction 
BRI is a worldwide politico-economic plan of China adopted in 2013. It aspires to involve 70 countries in economic 
collaborations located in Asia, Africa, Europe and the Americas. Furthermore, it involves providing Chinese funding in the 
further development of transport routes, seaports, railroads, energy and civilian infrastructure in the countries located along 
with the ancient Silk Route (Gao, 2020, p.125). China is also committed to promoting cooperation, trade, cultural and 
educational exchanges in the countries which have been involved in the strategy.  Historically, the roots of the Silk Road had 
been associated with the westward enlargement of the Han Dynasty of China, which dates lower back to 206 BCE and 220 CE. 
The Han Dynasty of China developed exchange networks at some stage in which covers these days Afghanistan, Kazakhstan, 
Kyrgyzstan, Tajikistan, Turkmenistan, and Uzbekistan as properly as India, and Pakistan (Babayev and Ismailzade, 2020, p.1). 
Lu, Rohr, Hafner and Knack (2018, p. vii) write that emulating the ancient Silk Road the BRI bolsters trade, integration, 
connectivity, economic flow, and the spirit of regional cooperation between Asia, Europe and Africa.  When it comes to the 
contemporary landscape of the ancient Silk Route, it starts in Central China and reaches to Turkey, Iran and Iraq through 
stretching through the borders of Kazakhstan. Furthermore, it moves to European countries such as Romania, Poland, Bulgaria, 
the Netherlands, and the Czech Republic by crossing the Bosphorus in Turkey (Brugier, 2014, p.4).  Historically the Silk Road 
has played a crucial role in the development of the civilizations including China, India, Japan, and Europe as well as Arabia.  
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According to most academic authors and practitioners (such as Du, 2016, p. 43; Mingjiang, 2015, p. 4; Parenti, 2020, p.32; 
Babayev and Ismailzade, 2020, p. 1-2), China’s grand strategy represents China’s political desire to open up and collaborate 
with other countries around the world, while China’s worldly image remains mostly economic.  
 
China has focused on developing several transport and trade corridors from the west to the east including China–Mongolia–
Russia, China–Central Asia–Western Asia, the Trans-Caspian International Transport Route which is also called the Middle 
Corridor (Lu, Rohr, Hafner and Knack, 2018, p. 3).  Of them, the Middle Corridor is the most affordable alternative in terms of 
its proximity between China and Europe and available infrastructure facilities. The current state and future potential of 
economic cooperation between China and Azerbaijan within the BRI has been largely related to the development of the full 
potential of the Middle Transport Corridor to the benefit of both countries. Azerbaijan is a leader of the international Caspian 
transport network covering the Trans-Caspian International Transport Route, the North-South Transport Corridor, and crude oil 
pipeline systems going from the Caspian Sea to Europe (Ismailzade and Babayev, 2020, p. 88). Azerbaijan also serves as a 
bridge to transit China’s internet traffic.  
 

The Trans-Caspian International Transport Route  
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure 1 

Source: Middlecorridor.com, 2020 

 
In addition, Azerbaijan is a reliable creator and promoter of regional trade infrastructure on the Caspian Se which greatly 
contributes to the capacity of the Middle Corridor (Lianlei, 2016, p. 30). Babayev (2020) argues that: “Azerbaijan is vital for 

China in terms of the development of the most cost-effective and reliable telecommunications middle corridor within the Belt 

and Road initiative”, while the development of the Middle Corridor can stimulate the bilateral agreements to massively support 
the influx of China’s investment in Azerbaijan to the benefit of both countries. The successful economic cooperation between 
Azerbaijan and China within the Middle Corridor project has resulted in the two-way launch of the Trans-Caspian International 
Transport Route when the first export train left Turkey for China which marks the enlargement of the scope of trade links and 
relations (Hurriyetdailynews.com, 2020).  
 
It must be mentioned that the President of Azerbaijan Mr. Ilham Aliyev signed a “Memorandum of Understanding on Joint 
Encouragement of the Establishment of the Silk Road” during his visit to China in 2015 (Belt and Road News, 2019). The 
cooperation with China for the development of transport corridors promises several strategic and economic advantages for 
Azerbaijan which include opportunities for economic diversification and achieving a rise in its GDP, increasing its 
international export operations with diverse regions of the world, as well as enhancing political relations (Bayramov and 
Carrion, 2017, p.9-10). Therefore, it is believed in Azerbaijan that China a reasonable partner to work with. Today, research 
colleges, think-tanks and public bodies examine BRI's effect on Azerbaijan and see China as a promising partner for 
developing transport corridors. While participating in the 2nd "One Belt One Road" Forum in Beijing on April, 2019, Mr. 
President Aliyev mentioned: "Azerbaijan became an important transit country with developed transportation infrastructure. 
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After the inauguration of Lapis Lazuli last year it was connected to Baku-Tbilisi-Kars railway increasing the transit potential 

of Azerbaijan" (President. az, 2019a).   

Azerbaijan on the East-West International Transport Route  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Transport map of Azerbaijan  
Source: SilkRoad briefing, 2019 

 

Economic Cooperation between Azerbaijan and China 

 
The modern stage of politico-economic relations between China and Azerbaijan embarked on in 1991. In 2015, Azerbaijan 
joined the BRI which stimulated the formation of a new stage of economic relations between the two countries. The table 
comprehensively illustrates the events on Azerbaijan-China economic and trade relations.   
 

 
Since Azerbaijan’s inclusion in the BRI, trade and investment between China and Azerbaijan have tripled.  Azerbaijan has 
been the largest trade partner of China in the South Caucasus between 2018 and 2020. Azerbaijan’s investment in China’s 
economy has been 1.7 billion dollars, while 120 Chinese invested companies operate in Azerbaijan nowadays (Jafarli, 2020).  
In 2019, a diverse range of agreements worth $821 in the domains of investment and transit cooperation between Azerbaijani 
and Chinese companies were inked (Caspian News 2019). Some of these agreements were between Azerbaijan and China's 
railway companies as well as between main telecommunication companies namely Azertelecom and China Telecom (China 

1992-2015 2015-2020 2020-onwards 

Friendly diplomatic, economic 
and cultural ties between the two 
countries endured. 

The cooperation covers numerous 
events including Azerbaijan's 
inclusion in the BRI in 2015, 
dramatic rise of trade and investment 
between the two countries, increased 
cargo delivery from China to Europe 
though the Middle Corridor passing 
via Azerbaijan, the interest of both 
countries to development of East-
West transport corridor, high-level 
mutual visits, and initiation of the 
‘Azerbaijan Digital Hub’ project to 
transmit China’s internet traffic via 
Azerbaijan.  

It will depend on the continued 
commitment of both countries to 
further develop of the East-West 
Transport Corridor as well 
Azerbaijan's participation in the 
World Trade Organization to 
develop legal framework for 
further trade and investment.  
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Daily, 2019). The majority of the agreement was on the development of telecommunication and transit corridor between east 
and west through the Middle Corridor.  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 3:  Azerbaijan-China trade turnover between 2015 and 2020.  
Source: Developed by the authors.  

 
According to the data visualized in the Figure 3, Azerbaijan-China trade turnover has been developing in a rapid pace since 
2018.  This has been associated with Azerbaijan’s active participation in the BRI since 2015 and 10 bilateral agreements signed 
between two countries during Azerbaijan’s president visit to China in 2019.  Economic relations between China and Azerbaijan 
have experienced rapid development since 2015. On his visit to China in 2019, President Aliyev mentioned while participating 
in the 2nd Belt & Road Forum, "The forum is of great importance. As you noted, Azerbaijan has supported your initiative from 

the very beginning and actively promoted this project within the framework of the initiatives we have put forward. I would like 

to recall my state visit to your country and the hospitality extended to me in 2015. Then we signed a memorandum of 

understanding "Economic Belt of the Silk Road. Our political relations are at a high-level today. We actively interact in 

international organizations”.  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 4 
 Source: Developed by the authors based on the available data.  
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Today, the biggest and the most strategic project between Azerbaijan and China is the Middle Corridor. The Middle Corridor 
starts in eastern China, passes through Central Asia and opens track between Russian and Iran through the Caspian Sea. 
Further, it goes to Europe through the available infrastructural support established by Azerbaijan. The corridor enables 
Azerbaijan to benefit from transit fees while lets China deliver its cargo to Europe within a short time.  The development of the 
East-West transport has been at Azerbaijan’s strategic and economic interest since it gained its independence in 1991. It was 
supported by the US and EU in the early 1990s under technical support programs to improve energy delivery infrastructure 
from the Caspian to the west. With the completion of the Baku-Tbilisi-Ceyhan (BTC) pipeline, Azerbaijan oriented its crude 
oil revenues to the advancement of the Caspian transport network.  
 
Accordingly, Azerbaijan established the international Port of Baku on the Caspian Sea to accommodate the trans-Caspian 
cargo and facilitate their delivery to westward. Furthermore, the construction of the Baku-Tbilisi-Kars (BTK) railway with the 
direct financial investment of Azerbaijan created a chance to accept the trans-Caspian cargo reached at the Port of Baku from 
the Central Asian countries and facilitate their further delivery to European countries (Ismayilov and Papava, 2018, p. 10). 
When the BRI was initiated, Azerbaijan welcomed this strategy for the two necessary reasons. First, the BRI permits 
Azerbaijan to benefit from China’s funding opportunity and technical assistance (Valiyev, 2019, p. 3).  Second, it is a chance 
for Azerbaijan to collaborate with China to develop transport corridors (Babayev and Ismailzade, 2020, p. 2-4). When the 
president Ilham Aliyev participated in the “Advancing the Belt and Road Initiative: China`s Trillion-Dollar Vision” session in 
Davos on January 22, 2019, he clearly (president.az 2019b) mentioned that: “We are investing in infrastructure inside the 

country to build roads, highways, airports, for gasification and power generation. We have also invested in transport 

infrastructure. This will enable us to transport cargoes from the East to the West, from the North to the South and from the 

South to the North”.  
 
In addition to this, President Ilham Aliyev mentioned in 2019 that:  “three years ago, Azerbaijan and China signed a 

Memorandum of Understanding on joint promotion of the Silk Road Economic Belt. Creation of modern transport 

infrastructure is one of the priorities of Azerbaijan. Taking advantage of our geographical position, we invested in creating 

bridges between Asia and Europe” (Caspian News 2019). The completion of the Nagorno-Karabakh conflict between Armenia 
and Azerbaijan entails the opening of the second transportation railway corridor between Azerbaijan and Turkey through 
Armenia which provides both the safety of the transport network in the Caspian region. It must be noted that the Trans-
Caspian International Transport Route was established in 2014 with the participation of Azerbaijan, Kazakhstan and Georgia, 
and it has been consolidated with the participation of Romania, Ukraine and Poland.  
 
The Middle Corridor has not been formally included in the list of transport corridors of the BRI (Mardell, 2019). However, it is 
the fastest and closest land road between eastern China and Europe. It should be noted that “The strategic role of Azerbaijan 

and the Caspian Sea as connectors between the East and the West has been well-acknowledged since the times of the ancient 

Silk Road” (1News, 2019A). Although China’s position towards this corridor was very slow (Mardell, 2019), our findings 
show that the Middle Corridor has been developing to the next level of its development thanks to mutual efforts. The two-way 
launch of the Middle Transport Corridor has been realized in late 2020, and intensity of cargo transport between Turkey and 
China and vice-versa has dramatically increased (Hurriyetdailynews.com, 2020). Freight turnover of Baku Port grew 57% in 
2019 in comparison with 2018.  
 
While the first freight train from eastern China to Turkey was realized in 2019, the traffic on this route increased. When the 
freight train left from eastern China reached Baku in 2019, Qian Yong, “general manager of an international transport 

company in Jiangxi Province, said that this route will take less time to transport goods than the traditional land and sea 

transport. Initially, the route is planned to launch 1-2 trains per month, however in the future, the number of trains will 

increase” (Lmahamad, 2020). In December 2020, the first export train leaving Turkey also reached China and embarked on the 
two-way operation of the corridor. The increased rate of transit partnership on this route shows that Azerbaijan and China 
successfully step towards the development of the maximum capacity of the Middle Corridor which can foster China's led 
integration in the wider Central Asia and the South Caucasus.  
 

Azerbaijan and the BRI: Prospects for Future Cooperation  
 

Azerbaijan’s positive attitude towards the Belt and Road Initiative is an important prerequisite for increasing the volume of 

trade cooperation beyond the transit partnership” (Babayev, 2020).  There is a big investment potential of Azerbaijan. Chinese 
companies have shown great interest in participating in Azerbaijan's privatization of the public sector. Azerbaijan public sector 
owns great potential for investment.  However, not many Chinese investments were made in the public sector of Azerbaijan 
due to the delays of bilateral agreements and Azerbaijan decision not to join to the World Trade Organization (WTO) (Su-Lin 
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Tan, SCMP, 2020). However, the speedy developments of Azerbaijan and China economic relations in the domains of trade, 
integration, education, and transit routes is a harbinger of a comprehensive investment agreements in the years ahead. CEO of 
Port of Baku Taleh Ziyadov mentioned that “the country has the potential to be a true gateway to Central Asia for Europe and 

a door to Europe for Central Asia and China.  It has the potential to become a “hub of hubs” in Central Eurasia—a vision that 

is yet to be fully studied and understood, but one that has great prospects if selected” (Biweekly.ada.edu.az, no date). The table 
shows strengths, weaknesses, opportunities, and threats of future Azerbaijan-China cooperation.  
  
 

Strengths  Weaknesses Opportunities  Threats 

Azerbaijan's great 
location on the 
Middle Corridor as a 
hub. 

China has not so far 
given enough attention 
to the Middle Corridor.    

The end of the 
Nagorno-Karabakh 
conflict provides the 
safety of the Caspian 
energy and transport 
network.  

North-South Transport 
Corridor can be 
potentially a rival project 
to the Middle Corridor. 
  

Available regional 
transport 
infrastructure 
including railways, 
ports, airports, 
established by 
Azerbaijan on the 
Caspian to the west.   

Azerbaijan is not a 
member of the WTO, 
and does not rush to join 
the organization.  

The end of the 
Nagorno-Karabakh 
conflict also unblocks 
alternative 
communication lines in 
the Caspian.  
 
 
 
   

Azerbaijan's image as 
a reliable international 
partner. 

Lack of a robust legal 
framework to encourage 
more Chinese 
investment in 
Azerbaijan.  

The two way launch of 
the Middle Corridor 
leads to increased cargo 
traffic between China 
and Turkey via 
Azerbaijan.   

The Middle Corridor 
is the safest, fastest 
and cheapest transport 
route from China to 
the West. 

Shortage of public 
awareness about the 
BRI in Azerbaijan 
society.  

Chinese are interested 
in the further 
investment in 
Azerbaijan.    

Financial and 
technical capacity of 
Azerbaijan to further 
support China to 
realize the Middle 
Corridor.  

 
 
 
 
  

The BRI is a promising 
framework for further 
Azerbaijan and China 
cooperation.  
   

 

Conclusion 

 
Summarizing the current state and future potential of economic cooperation between China and Azerbaijan, it should be 
mentioned that Azerbaijani-Chinese relations date back to the ancient Silk Road 2,500 years ago. China recognized the 
independence of the Republic of Azerbaijan on December 27, 1991. The declaration of Azerbaijan's independence and the 
establishment of diplomatic relations have opened up favorable opportunities for expanding bilateral ties.  China has always 
supported Azerbaijan's territorial integrity, sovereignty and inviolability of Azerbaijan's borders. Azerbaijan continues to 
support China's "BRI" strategy. Azerbaijan and China show mutual support on issues of exceptional importance for each 
other's national interests. The relations based on mutual trust and friendship form the basis of the current high dynamics of 
development in political, economic, military, humanitarian and cultural spheres. 
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Azerbaijan correctly assessed the value of the BRI initiative and joined the initiative. Even though Azerbaijan and China's 
economic cooperation have been in the fields of trade and transit partnership especially regarding the Middle Corridor, both 
countries are keen on further trade and strategic cooperation. Recent remarks about future cooperation of Azerbaijan's president 
are positive and promises huge opportunities for future cooperation in the field of investments. In general, the economic 
cooperation between China and Azerbaijan covers several areas and projects which includes trade, transit partnership, BRI and 
Middle Corridor. In future, chances for China's investment in Azerbaijan look very high. Both Azerbaijan and China give great 
importance to the development of economic relations. 
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Abstract 

 
The purpose of the funding mechanism is expected to generate funds from different sources so that the academic quality in 

teaching, development, equity, and efficiency of higher education, in alignment with national strategy planning, can be 

developed without relying solely on government funding. Here, this paper aims to explore and analyze the funding model 

for public higher education institutions in Malaysia and its impact on the strategic planning of the Malaysian public 

universities The proposed research design is a mixed-method triangulation approach aimed at enhancing confidence in the 

research findings The respondents includes all twenty public universities in Malaysia, requesting responses from Vice-

Chancellors, Deputy Vice-Chancellors, Dean, officers from Strategic Planning Departments, and officers from Bursar 

Offices. Data analysis consists of two stages. Firstly, the quantitative and qualitative data were being analyzed separately, 

and secondly, this data then being compared and contrasted to formulate the findings. Upon completion of data analysis 

from both the quantitative and qualitative methods, a matrix method was employed to identify categories or themes to find 

the differences and similarities. This process helped the researcher develop a better understanding of the variables in the 

consensus matrix showing the ideas and concepts. The results indicate that changes in government funding approaches have 

influenced the strategic planning of public universities with a greater focus on the implementation of government strategic 

planning. 

 

Keywords: Higher education, Agency Theory, Information asymmetries, Goal conflicts Funding, Strategic planning, 

Public University. 

 

Introduction 
 

Previous research has shown that shifts in new funding to public universities are more likely to result in a behavioral change 

at such institutions. In the context of Malaysia as a developing country, the extent to which such institutions are required to 

work accordingly to the Malaysian Federal Government objectives as stated in the Malaysia Education Blueprint 2015-2025 

(Higher Education) and National Higher Education Strategic Plan beyond 2020 (Chik & Arokiasamy, 2019; Noor & Aziz, 

2020). With the intention to fostering the development of academic and institutional excellence, in 2007 the Malaysian 

government introduced the Malaysia Education Blueprint 2015-2025 (Higher Education), National Higher Education 

Strategic Plan 2020 and National Higher Education Action Plan 2007-2010 (Country Report - Malaysia, 2008; Morshidi, 

2009). These policies focused on performance, quality, delivery systems, governance, employability, marketability, research 

and development, and internalization of higher education in Malaysia (Ministry of Higher Education., 2007). This most 

recent policy change in the national strategic plan is Malaysia’s latest response to the global challenges for 

internationalization of higher education (Morshidi, 2009). In this plan, the government aims to introduce a new funding 

policy for Malaysian Higher Education Institutions (HEIs).  

 

Public universities in Malaysia have been advised to develop a funding strategy for allocating resources according to 

priorities (World Bank/EPU, 2007). However, although the push to diversify funding for higher education has proven 

successful in many developed countries (e.g. United States, United Kingdom, Finland, Canada, Australia), Schiller. and 

Liefner (2006) argue that since developing countries, such as Malaysia have different political, economic and educational 

systems, they need to develop models that are appropriate to the country’s educational structure. Therefore, the budget 

allocation and expenses for development and operation should support the universities for growth in the future. Furthermore, 

Strehl., Reisinger, and Kalatschan (2007) and Balzer (2020) point out that the implementation of a new system requires 
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support from all university communities and stakeholders to ensure its success. As funding is an essential part of the strategic 

management process, the government, universities, and other stakeholders must take part in the plan.  

 

As a result, the National Higher Education Action Plan 2007-2010 initiated by the Federal Government of Malaysia proposed 

new funding mechanisms that will apply to all Malaysian public HEIs. However, this study will only focus on the Malaysian 

public universities. In agreement with Ahmad, Aida, Ibrahim, Morshidi, Munir, and Rosni (2008) this mechanism is expected 

to generate funds from different sources so that the academic quality in teaching, development, equity and efficiency of 

higher education, in alignment with national strategy planning, can be developed without relying solely on government 

funding (Abdullah, 2017; World Bank/EPU, 2007). This strategy is expected to create strategic linkages that help the 

institutions to be more effective and efficient.  

 

Literature Review and Conceptual Framework 

 

Strategic Planning in Higher Education 

 
In response to their strategies, HEIs need to implement funding policies that are in alignment with government objectives. 

As Rowley, Lujan, and Dolence (1997) suggested, universities need to transform themselves in order to meet the challenges 

presented by these policies by realigning their organizations with the environment, redesigning themselves to achieve new 

intents, redefining staff roles and responsibilities, and reengineering their organizational processes. However, these changes 

require reform before they can be successfully implemented. In order to have positive changes, Frølich. and Klitkou (2006) 

have suggested a link between national funding mechanisms and universities’ responses. Besides, the success of 

implementing new systems requires support from all university communities and stakeholders (Ahmad., Ng, & Yee, 2016; 

Reis, 2020; Strehl. et al., 2007).  

 

World Bank/EPU (2007) has found that the important factors impeding the development of Malaysian universities into HEIs 

of a global standard are: (1) governance and financing; (2) quality of research and teaching; (3) unemployment; and (4) 

research and collaboration between university and industry (Akoum, 2016). The finding has indicated that deficiencies in 

governance and financing were the most important problems to be seriously addressed by the government. Here, some of the 

key recommendations focused on increasing opportunities for Malaysians to participate in national higher education, 

enhancing the quality of T&L, upgrading the quality of R&D, increasing collaboration with the local communities, 

diversifying programs and activities, increasing national competitiveness at the global level and enhancing the efficiency and 

effectiveness of HEI governance (Stemberková, Zdralek, Matulova, Maresova, & Kuca, 2017). 

 

Funding Higher Education Institutions in Malaysia 

 
The Malaysian government provides 90 percent of funding to all public HEIs through budget allocation each year, with the 

remaining ten percent coming from students’ fees (Akoum, 2016; Lee, 2000; Ministry of Higher Education, 2007). However, 

even though they comprise the bulk of higher education in Malaysia, the private HEIs rely on individual resources, and 

funding reforms proposed by the Federal Government do not be applied to them. Of the twenty public universities in 

Malaysia, there are four Research Universities (RU), four Comprehensive Universities (CU), and twelve Focused 

Universities (FU). Research universities emphasize research activities and learning related to research and development. 

Comprehensive universities offer to learn courses and fields for all levels including undergraduate, graduate, and 

postgraduate, and finally focused universities (most of the college universities that have been upgraded to full universities) 

offer programs including technical, education, management, and defense. Meanwhile, other public HEIs include 

Polytechnics, Community Colleges, Public Colleges, and Teacher Education Institutions. 

 

Conceptual Framework 

 
Schiller. and Liefner (2006) stated that the shift to a new funding mechanism for public universities will likely change the 

universities’ behaviour. Therefore, as the Malaysian Federal Government is in the process of introducing a system of 

performance-based competitive funding for all public HEIs, this study will only focus on the proposed changes on Federal 

Government funding models of public universities in Malaysia. This thesis will attempt to measure and explain the effects 

of changes in government funding on the performance of public higher education (Kivisto, 2008b; Kivistö., 2005; Kivistö.. 

& Hölttä, 2008a; Liefner., 2003; Schiller. & Liefner, 2006).  
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Source: Author. 

Figure 1: Conceptual Framework. 

 
The assumption that the relationship between the government and HEIs will changes when shifts in funding mechanisms are 

introduced is based on the Agency Theory, which has been successfully applied in the discipline of strategic management 

(Kim.. & Mahoney, 2005). Therefore, based on previous research (Bonaccorsi & Daraio, 2007; Caraça., Conceição, & Heitor, 

1998; Layzell., 1998; Liefner., 2003; Mace., 1995; Oyo, Williams, & Barendsen, 2008; Schiller. & Liefner, 2006) a 

conceptual framework for studying the impact of changes in government funding to Malaysian public universities have been 

developed. Based on the previous studies that investigate the development, strategies, efficiency, and productivity of 

European HEIs (Slipersaeter cited on Bonaccorsi and Daraio (2007)) indicators for measuring outcomes are adopted in 

forming a model suited to study the impact of changes in government funding of Malaysian public universities as follows: 

 

The conceptual framework presented in Figure 1 is compatible with the National Higher Education Action Plan 2007 to 

2010, that being based on the agency theory. Therefore, this study is expected to contribute further to the Malaysian action 

plan. 

 

Approach and Methodology 

 

Research Design 

 
The proposed research design is a mixed-method triangulation approach aimed at enhancing confidence in the research 

findings (Bazeley, 2008; Creswell., 2003; Creswell.. & Plano, 2007). Findings from previous research studies show that a 

combination of qualitative and quantitative methods are useful for investigating issues related to higher education funding 

(Bonaccorsi & Daraio, 2007; Liefner., 2003; Schiller. & Liefner, 2006). In accordance with this approach, this research 

design employed qualitative interviews for pilot testing, a quantitative survey for major data collection, and qualitative focus 

group interviews to enhance understanding of the survey. Figure 2 below provides an overview of the research design 

proposed in this research. The following sections describe the methodologies used in data collection, and the types of analysis 

proposed.  
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Figure 2:  Overview of the research design. 

Data Collection Strategies 
 

The first interview is used as a basis for developing the survey questions. This then is followed by a second interview aimed 

at confirming the survey instrument. The next stage was to pilot the survey with an appropriate group including three potential 

respondents that are not involved with the people that assisted to formulate the survey instrument. Following this, the main 

survey questionnaire, to be distributed to all Malaysian public universities was written. Questions in this survey were be 

organized into two sections, the first including questions related to the existing funding models, and the second including 

questions related to the new government funding model. This survey also includes closed questions using Likert scales to 

enable an analysis of new changes that have been applied, and the impact of the new government funding model on the 

strategic planning of Malaysian public universities. A typical scale includes a five-point scale ranging from 1= strongly 

disagree to 5=strongly agree, to assess the situation before and after the funding reform proposed by the Malaysian Federal 

Government. This questionnaire is distributed to all twenty public universities in Malaysia, requesting responses from Vice-

Chancellors, Deputy Vice-Chancellors, Dean, officers from Strategic Planning Departments, and officers from Bursar 

Offices. The questionnaires were personally delivered to seven selected universities and posted to the remaining universities. 

 

In order to enhance data from the quantitative analysis, this research then moves one step further by adopting focus group 

interviews for triangulation to provide credibility through using both qualitative and quantitative analysis (McLafferty, 2004). 

Thus, data gathered from the survey then be confirmed and enhanced by results from the focus group interviews. Participants 

in the focus group interviews have the experience and knowledge needed to contribute additional information to enrich the 

results drawing from the officers from the Strategic Planning Department, Research and Development Departments, and 

Bursar Offices in each category of Malaysian public universities involved in the study. These interviews using the practice 

framework for focus group interviews suggested by Krueger and Casey (2009).  

  

 

 

Data Analysis Strategies 
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Data were analyzed in two stages. Firstly, the quantitative and qualitative data were analyzed separately, and secondly, this 

data then being compared and contrasted to formulate the findings. Creswell and Plano (2007) explain that in using this 

approach, the qualitative data supports the quantitative results to make confirmations.  

 

Data Analysis for Survey 

 
The most appropriate statistical data analysis tools chosen for use for this research are descriptive statistics and non-

parametric statistics. Firstly, the Statistical Package for Social Science or SPSS was used to analyze the data collected from 

the survey. Each question in the survey will be analyzed separately to evaluate the results broken down by the different 

sectors of the Malaysian public universities. Measures of central tendency and dispersion used to summarize and compare 

the data by university sectors. Graphs and tables were used to illustrate the patterns of data gathered from the survey. 

Nonparametric statistics are most suited for use in this research because the focus population only includes twenty Malaysian 

public universities; this is very small and the distribution of data will not be considered as normal (Anderson, 1961; Dallal, 

2000; Elliott & Woodward, 2007; Higgins, 2004; Siegel., 1956). The Mann-Whitney test will be used to analyze the data for 

changes found to be resulting from changes in the Malaysian Government funding model. Meanwhile, the Kruskal-Wallis 

test will be utilized to draw statistical conclusions to make comparisons across the sectors of Malaysian public universities 

(Siegel., 1956).  

 

Data Analysis for Focus Group Interviews  

 
In order to analyze data from the focus group interview findings were coded and themes are identified and reformulated 

according to the research questions. This will be necessary in order to identify patterns emerging from both the survey and 

focus group interviews. These patterns will then be arranged to compare and contrast with the survey and interview results. 

In order, to make a comparison between qualitative and quantitative data the matrix or discussion method will be used to 

illustrate the findings Creswell.. and Plano (2007). 

 

Compare and Contrast 

 
In order to make a comparison of qualitative and quantitative data, Creswell.. and Plano (2007) suggested a matrix method 

to illustrate the findings. Data analyses from both methods help to explain the reactions of Malaysian public universities 

according to the different categories of Malaysian public universities on government funding changes in accordance with the 

research questions. Teddlie and Tashakkori (2009) point out that with this strategy, the objective is to identify the 

subcomponents of a construct through factor analysis of quantitative data; the next step is to collect qualitative data to validate 

the categories or to expand on the available information about these subcomponents. Data findings are compared and 

contrasted to see the differences and similarities that exist in different types of university categories. At this stage, a matrix 

method was employed to identify categories or themes in more detail. This process helps the researcher to gain a better 

understanding of the differences and similarities between the variables in the consensus matrix that shows the idea and 

concepts. With that, information gaps that exist in the survey will be filled with further details in qualitative data findings. 

 

Ethics Considerations 

 
Ethics approval was obtained in October 2010 from the Faculty of Business and Law Research Ethics Committee, Victoria 

University of Melbourne. This was performed before data collection because this study involves groups of people. 

Throughout the study, the consent form and information of participants involved in this study were distributed. The 

participants of the survey and the interviews were assured that there were no foreseeable risks in the participation of this 

study. In respect to confidentiality, the researcher informed the participants that the focus group interview sessions were 

being conducted in their university. All procedures in designing and conducting the focus group interviews were clearly 

explained. The sessions were recorded so that the issues discussed could be studied later. The recording of the sessions will 

be erased when the research is completed. In addition, the results of this study may be presented to the institutions’ 

management, at professional meetings, and published in a professional journal, but the names and any other identifying 

information of participants will not be revealed.  

 

 

 

 

Results 
 

The statistical test results show that the respondents agreed with each statement that the impact of government funding 

changes in Malaysian public universities has altered their approach to strategic planning through a reduction of goal conflict 
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and/or information asymmetry. The one-sample t-test and one-sample Wilcoxon signed-rank test results indicate the strong 

significant value (p = 0.000) for all 14 items. The findings from the composite measures that are differentiated based on the 

two variables informational asymmetry and goal conflict have shown a median score of six for both items. In accordance 

with that, the findings from the questionnaires supported this research objective of the study. 

 

Meanwhile, findings from the interview pointed out that the government needs to provide feedback to the public universities 

so that they can have a better understanding of their performance and identify the areas in which they need some 

improvement. Under the current reforms, the universities are required to furnish regular reports to the government to keep 

them updated with their work; however, the flow of communication must work both ways. In response, the government 

should also send the universities feedback on their reports and give them further guidelines. Two-way communication 

between the government and universities can help both parties determine the future plan of action and guarantee their long-

term success  

 

     
Source: Author 

Figure 3: Perception of funding reforms or political factors. 

            

 
This research has found that there are several possible explanations for the perceptions that participants in this study 

expressed the government-imposed mechanism. An interesting conversation with the participants revealed that both political 

factors, as well as objective evaluation of the funding reforms, were influencing the participants’ opinions. This study has 

also proven that apart from the funding changes political factors have also contributed to the government’s decision behind 

reforming higher education policy and changing its funding structure in Malaysia. The respondents’ opinions concerning 

these issues can be observed in Figure 3. 

 
In summary, the Federal Government funding reforms have altered the approach to strategic planning in Malaysian public 

universities by reducing information asymmetries and/or goal conflicts.  

Discussion  

 
The present study was designed to determine the impact of Federal Government funding reform to Malaysian public 

universities through a reduction in information asymmetry and/or goal conflict. This study has shown that the Agency Theory 

can be used to assess changes in the Federal Government funding at the higher education system in Malaysia as a developing 
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country. These plans should be supported by all the public universities and they must respond to these challenges. Therefore, 

several approaches that led to funding reform should be taken into account in the public universities' strategic planning order 

to improve the quality of Teaching and Learning, and Research and Development in accordance with the Government 

Objective. The first conclusion relates to the strategic planning of Malaysian public universities. The results indicate that 

changes in Government funding approaches have influenced the strategic planning of public universities with a greater focus 

on the implementation of government objectives as stated in the Malaysia Education Blueprint 2015-2025 (Higher 

Education), National Higher Education Strategic Plan beyond 2020 and National Higher Education Action Plan 2007-2010. 

This means results show that the public universities have used the Government's strategic plans as main references to achieve 

the specific outcomes. Funding systems and their impacts on the universities' strategic planning demonstrate the importance 

of the study to the Malaysian public universities.  

 

The results of the analysis demonstrated an improvement in communication between the public universities and government 

during these funding changes as well as the implementation of Federal Government strategic plans. This improvement is one 

of the major elements that help to reduce information asymmetry (Kivistö., 2005). This is influenced by the fact that the 

public universities in Malaysia are required to produce the report within the timeframe that reflects their performances. 

However, as stated previously, the communication process is hampered by a lack of coordination within the MoHE. This 

ministry was first established in 2004 to coordinate and organize a very important system of government that required full 

skill and the knowledge worker. In this regard, it is necessary to conduct streamline integration activities between HEIs and 

ministry to prevent any barriers that could create problems in the future. Additionally, it is urgently required that the standard 

work procedure should be established to overcome this problem. Indeed, the bureaucratic procedure which redundant the job 

processes should be eliminated or simplified to prevent the slowdown of decision-making action. 

 

Limitation of the Study  

 
This section highlights several limitations of the study. Firstly, the limitation concern on the respondents employed is not 

representing the broad population of the public university population to generalize the results of the study. The administrative 

survey questionnaire returns were the only representative 35.8 percent out of total feedback obtained from the respondents 

that only included the university top management. Moreover, the locations of public universities that cover the whole area 

of Malaysia make it more difficult to get good responses. This resulted in more energy and the budget should be considered 

during the data collection period using the survey questionnaire. The focus group interviews were conducted in three 

categories of Malaysian public universities. Therefore, the findings from this method do not represent the entire population 

of public universities. 

 

A next limitation of the study refers to time constraints. As mention, this study employed sequential methods of data analysis. 

This means that the steps taken on the focus group interviews depended on the progress of the first method. Moreover, it is 

a challenge for the researcher to complete the first phase of data collection, and data analysis before can proceed with the 

second phase. Here, the researcher has allocated three months for data collection from the survey questionnaire and another 

three months for data analysis and interpretation. The researcher only can move to the second state after information gathered 

from the first phase completed and help in developing the questions for interviews. However, the focus group interviews 

help to improve the quality data in this research. 

 

Practical Implication 

 
Finding from this study allowing individual universities in the Malaysian university sector to compare their reaction to the 

changes in government funding to the reaction of the entire university sector and the other universities in their component of 

the sector. It is recommended that changes in government funding have contributed to the impact on the categorization of 

Malaysian public universities. The teaching and research outcomes results show in this study indicate that it varies across 

the university category. Therefore, this study helps the public universities to examine their strategic planning according to 

their strengths. 

 

Next, this study generating feedback to the Malaysian Federal Government on how changes in the funding have contributed 

to the achievement of their objectives. Findings indicate that the funding changes have positive impact in the achieving of 

government objectives. However, several areas that the MoHE needs to be considered before want to implement funding 

changes. This includes some difficulties that the new universities are facing to implement government strategic plans. 

Moreover, that the government objectives to give more autonomy to the public universities can motivate the agents' behavior 

to the desire outcomes. Indeed, the autonomy implemented must be followed with the policies that guide the university to 

behave in accordance with the government aspirations. 

 

This information can be used to informing governments in other countries, especially developing countries, about the 

appropriate design of university funding reform that best fits according to their political, economic, and social factors. The 
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findings of this study suggest that in the context of Malaysia as developing countries both political and government intention 

play role in these changes. 

 

Conclusion 

 
The results indicate that changes in Government funding approach has influence the strategic planning of public universities 

with a greater focus on the implementation of government objectives as stated in the Higher Education Strategic Plan. This 

means results show that public universities have used the government's strategic plans as main references to achieve the 

specific outcomes. The results show that government-university relationships have an impact to reduce the goal conflicts. In 

order to monitor the university performances, the Government has implemented monitoring mechanisms to control and 

collect information effectively. These approaches lead to reduce the information asymmetry and guide the government with 

specific information to make an effective decision. Agency Theory has proven that the framework can be applied to higher 

education research to illustrate the implementation of government SP in the developing country, especially in Malaysia's 

higher education system. In addition, the elements of monitoring and controlling provide a theoretical explanation of 

university behavior in performing specific tasks in accordance with government preferences.  
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Abstract 

 
The study aims to explore the effect of covid 19 Learning and Wellbeing between two public universities in Malaysia as well 

as to get in a deep understanding of how students react to the current crisis in their learning activities. Data were collected 

through a set of online questionnaires distributed to the student via social media and Survey Monkey. Here, data were 

collected from 26th March to 3rd April 2020 during the Mandatory Control Order (MCO) was being executed. The 

correspondents of the study included both undergraduate and postgraduate students with total respondents of 10,527 from 

two universities namely University Tun Hussein Onn Malaysia (UTHM) and University Pendidikan Sultan Idris (UPSI). 

Results pointed out that the majority of students were significantly anxious and found it difficult to work effectively from 

home or on the campus during the early period of the outbreak. Online learning makes the student difficult to stay focused 

during the lectures from home. This study might help the university leader to get a better understanding of the learning 

challenges that students face during the crisis. Here, university leaders should consider the possible impact of the COVID-

19 on students and logistical and psychosocial resources that are needed to fulfill the students’ needs. The study finds that 

students’ learning with Universities of UTHM and UPSI. The study was conducted to capture the state students’ well-being 

and learning effectiveness during the COVID-19 pandemic. Hence, this study provides clear insights regarding student 

learning and well-being during a coronavirus outbreak. 

 

Keywords: student learning, well-being, online learning, higher education, and COVID-19 

 

Introduction   

 
Recently, the COVID19 pandemic creates a major challenge for world education systems (Daniel 2020). However, the 

measures possessed by various governments during the COVID19 pandemic have greatly transformed all aspects of the 

social life of people in the new era. Therefore, the learning process altered into an online format has developed and significant 

educational institutions in different continents of the world (Hyseni and Hoxha 2020). According to UNESCO (2020), 

reported that schools and universities have been affected by around more than 575 million students in 188 countries around 

the world due to the obstructive measures occupied by the countries against the extend of the COVID19 epidemic. Therefore, 
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the lack of agreement about the challenges and critical factors that shape the success of the e-learning system (Almaiah et 

al., 2020). Thus, a precise knowledge gap has been associated with the challenges and factors critical to using e-learning 

during the COVID19 pandemic.  

 
During this pandemic outbreak, several colleges, schools, and universities have been closed from face-to-face teaching and 

learning. Furthermore, according to the researchers' assessment, it is not certain to return to regular teaching anytime shortly. 

The learning opportunities will have negative impacts since social distancing is extensive at this stage (Dhawan, 2020). 

Consequently, the educational institutions and universities strive to explore the best options to offer with the challenging 

situation in Malaysia. The predicament makes through the higher education institutions leaders recognize that scenario 

implement planning is an urgent requirement for academic institutions (Rieley, 2020). Thus, the situation that entails with 

humanity and unity. The students, faculty, academic staff, communities, societies, and the nation are obligated to preserve 

and protect from the pandemic. Thus, many universities and colleges have completely digitalized their practices, realizing 

the desperate need for these new norms. Nevertheless, online teaching and learning quality raises effectiveness by critical at 

this point. (Dhawan, 2020). 

  
Several studies have revealed school, teacher, curriculum, and student contrived and specific challenges related to online 

learning which include the essential and barrier levels and campus network traffic (Mailizar et al., 2020; Favale et al., 2020). 

The previous study survey pointed out that the educational process is beginning to appear in the public field. (EspinoDíaz et 

al., 2020; Händel et al., 2020). According to the study demonstrated that changes in the workload, satisfaction, students, and 

teachers’ attitudes with studies (Dwidienawati et al., 2020; Trung et al., 2020; Mailizar et al., 2020). The significant impacts 

impeding students’ online learning were notified as issues associated with the lack of availability and accessibility, and poor 

digital skills, and lack of focus and self-confidence (Onyema et al., 2020; Sun et al., 2020). 

 

According to Zhang (2020) demonstrated that stated that excessive ambiguous instructions, lack of support in teleworking, 

lack of technical, and bureaucratic tasks means were the main problems emphasized by teachers. The difficulties have arisen 

in the educational institutions through policies that include poor online teaching infrastructure, lack of teacher training, 

information gap, and complex home environment. Therefore, the specific problem of teacher training, analysis suggests 

teacher training through guidelines. Thus, the study's aim is the perceived severity of COVID19 on students’ well-being and 

learning readiness. As well as a deep understanding of how students dealing with the current crisis in their daily learning 

activities. 

 

Literature Review  

 
Recently, the outbreak of the Coronavirus pandemic inflation has been declared in the education sector worldwide. Although, 

the Coronavirus pandemic is new and harmful to effects on the community. The COVID19 outbreak has initiated educational 

disruption. (Onyema et al., 2020). The universities and educational institutions digitalized their operations to understand the 

critical necessity for this current situation. Therefore, online teaching and learning are improving on this stage escalated 

exponentially through the Covid-19 pandemic in Malaysia. The education system rearrangement through overnight from 

regular classrooms to electronic classrooms in the Covid 19 pandemic in Malaysia. The teachers have completely changed 

their pedagogical approach to adapt to changing situations and address new market conditions. (Dhawan 2020). 

 

According to UNESCO (2020). Confirmed that the closure of universities and schools has many negative consequences for 

instance, suspension learning, which leads to depriving students and youth of opportunities for growth and development of 

students. The online digital learning easily accessing and providing fast internet connections in the education system. In 

Malaysia. However, the global pandemic has hampered during the period of pandemic (Zhang et al., 2020). Therefore, the 

COVID19 pandemics swept worldwide and universities postpone all events, sports, workshops, conferences, and other 

activities for an uncertain period. The staff or students avoid or reschedule meetings involving large numbers of physical 

meetings, they should try to conduct online. (Sahu, 2020). 

 

The Malaysian Ministry of Higher Education has a mandate for all higher education institutions to present the work through 

online teaching or online learning (Chung et al., 2020). The ministry also asserted that online teaching access to lecturers 

and students to all infrastructure requirements are ready to continue the teaching and learning processing the universities and 

educational institutions. Therefore tools of online learning play a critical role during the COIVD 19 pandemic. E-learning 

systems abet to providers of learning service in managing, delivering, planning, and tracking the learning and teaching 

process. The online learning system aims to assist universities to facilitate students’ learning during university and school 

closures. Additionally, many online systems are free which can help ensure continuous learning in critical situations in the 

community (Almaiah et al., 2020). Hence, the study focuses on comparing the results between two universities UTHM and 

UPSI which were conducted on students learning during the coronavirus pandemic. 
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Many studies indicated regarding e-learning adoption issues have been increased in many countries around the world. 

According to a study, Almaiah & Man (2016) revealed that many impacts on the e-learning process on students ‘online 

systems, such as comparative advantages, experiment ability, perceived compatibility, the possibility of observation, and 

complexity are an important role in Malaysia. The trust, innovation, quality, and sharing of knowledge were observed to 

succeed in better acceptance of the e-learning system among students (Sallum et al. 2019). The e-learning is based on TAM3 

(Al-Gahtani, 2016). The result revealed that the most critical determinants of student learning approval were playfulness, 

anxiety, and self-efficacy (Lee et al., 2016). The three main combinations were conducted on self-directed learning such as 

learning desire, self-management, and self-control, use of computer technology, and personal factors such as age and gender. 

Learning anxiety and language learning style are significant in a university context in the world. Students' readiness to learn 

online was examined in the study. 

  

The concept of well-being has not yet gained popularity, especially in the education sector. Well-being is presented as a 

result of the development of positive psychology. Well-being is a predominant state in which a continuous life is comfortable; 

an ongoing visualization, in which students life is generally meaningful and enjoyable. (Ramli et al., 2016). However, the 

education field has been arisen in conceptualizing student wellbeing from a broader perspective. For instance, and 

programming, and emerging policies connected to student well-being to structures such as physical and mental health, risk 

reduction and resilience, context and also focused on conditions, and climates that facilitate health education such as safety, 

challenge, support, relationships, and engagement. (Valdez, 2019; Soutter, 2014; Buijs, 2009; Huppert, 2009; Jone, 2007; 

Miller, 2008; Vieno, 2005; World Health Organization, 2011). Additionally, many substantial things can maintain and 

develop students' well-being in class; First, to develop students' positive outlook, second, to create a comfortable class 

atmosphere for all students, and third, to treat students as civilized individuals. To support student well-being, there must be 

well-trained human resources, adequate reference books, curricula, school leadership, lesson plan, work outline, school 

policy, toolkits, and program modules. (Ramli et al., 2016). 

 

The literature review of the many studies conducted on the effect of wellbeing on psychopathology and mental health (Grable, 

2017). According to Diner and Chan (2011) examine that wellbeing is connected with a longer, healthier life. Furthermore, 

Lamers (2012) demonstrated that well-being acts as a preventative cause against mental illness and for instance protective 

function against burnout. According to Cohn, (2009) examines that people able to cope with struggles and stressful life 

events every day in well-being. However, previous studies haven’t addressed the mechanisms underlying the relationship 

between subjective well-being and student learning outcomes completely. The affiliation can be modified by factors at the 

individual and other environmental levels. However, factors associated with the family such as parental involvement and 

family support were identified as significant facilitators of student learning achievement. (Cheng, 2012; MacGeorge, 2005). 

Specifically, the other factors in students' lives, such as university participation, have not been thoroughly investigated. The 

present research notified the gap of research on university participation in the Malaysian context, this question is of particular 

relevance in the current study. Thus, the studies signposted that well-being plays a critical role in the process of achieving 

and maintaining mental health, particularly during this pandemic coronavirus outbreak. 

 

The examine Berger e (2011) revealed that the relationship between a student’s academic achievement emotional, and well-

being. The results showed that emotional well-being is positively related to academic achievement. The positive component 

of student’s wellbeing correlated positively with academic achievement in the school and university (Pietarinen, 2014; 

Whereas Pietarinen, 2014). 

 

Online learning is effective and successful essentially depends on students’ readiness and approval to use this approach 

(Almaiah and Alismaiel, 2019; Shawai and Almaiah 2018). Therefore, online learning adoption leads universities to better 

understand their students’ needs, then eventually to successful learning in the universities (El-Masri and Tarhini 2017; 

Alksasbeh et al. 2019). Thus, there has not been a deep analysis of challenges and factors affecting the usage of student 

learning to the best of our knowledge during the COVID-19 pandemic; despite that, online learning was introduced in many 

universities. Therefore, this research finds to compare the results conducted on students’ learning with the leading challenges 

and factors that affect online learning from both of UTHM and UPSI. As well as to know how the pandemic effect on student 

learning in Malaysia. 

 
Over the years, a lot of attention has revolved around preparing for online learning among college students (Chung et al, 

2020). Based on previous studies revealed that conceptual framework enlightens for online learning readiness can be measure 

in five dimensions: self-directed learning, computer & internet efficacy, learner control, motivation to learn, and online 

communication self-efficacy. Alongside, universities need to prepare a roadmap to accommodate admissions for upcoming 

academic sessions due to current challenges in learning and assessment management during the COVID19 outbreak, 

Admissions officials should accept applications from prospective students via the Internet and offer more flexible admission 

processes (Cheng 2020; Bothwell 2020). The revised information must be refurbished on the universities and educational 

institutions' websites. 
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Methodology  

 
This study employed a survey questionnaire design as the main consideration of the information that needs to be included 

and obtained to answer the research questions of the study. The previous literature review was used as a principle to develop 

the questions and each variable is clearly defined in order to frame the questions aligning to the research needs. 

 

Data were collected during the early period of the COVID-19 Mandatory Control Order (MCO) from 26th March to 3rd 

April 2020.  A total of UTHM respondents were 4,221 from undergraduate and postgraduate students from various faculties 

within the university. The average age of the sample was 22 years, which of 47.9% were males and 52.1% were females. 

While a total of UPSI respondents were 6,306 students from various faculties. The average age of the respondents was 22 

years, overall 75.7% of respondents were female and 24.3% were male.  

 

Invitations were sent to all students by the respective colleges through the WhatsApp group under the coordination of the 

staff from each of the universities.  The message contained a hyperlink to the online survey for subjects to complete that 

included a description of the project. The online survey method was used because it is easily accessible in the time of crisis 

and cost-effective. The survey was administered using the online survey portal using Survey Monkey.  Responses were 

collected, and the completed survey was tabulated in Microsoft Excel finally use SPSS for the data analysis. The independent 

sample t-test was employed in this study. The decision to use this statistic is to make a comparison based on the results from 

both of the universities UTHM and UPSI. 

 

Results  

 
This study aimed to explore students’ learning and wellbeing effects during the coronavirus pandemic. The respondents were 

asked about their feeling and their perceived difficulties to complete their work. Indeed, some questions are also being 

designed related to the challenges they faced during MCO and feeling optimistic about their future. 

 

The following table appears the results from both UTHM and UPSI about the perceived severity of COVID-19 on their well-

being and learning readiness as well as how students dealing with the current crisis in their daily learning activities. These 

are discussed in the following three sections of the study: students’ wellbeing during the coronavirus outbreak; students’ 

learning during coronavirus outbreak; and university support for students during coronavirus outbreak. 

 
Table 1:  Students’ Well-being during the Coronavirus Outbreak 

 

Items University N Mean 
Std. 

Deviation 

Std. 

Error 

Mean 

F Sig 

How worried are you about the 

impact of coronavirus on you? 

UPSI 

 
6294 4.41 .733 .009 

0.226 0.635 

UTHM 3758 4.43 .735 .012 

How easy or difficult is it for you 

to work effectively these days? 

UPSI 6282 2.24 .868 .011 
1.038 0.308 

UTHM 3748 2.26 .847 .014 

Thinking about your current work 

from home arrangements, how long 

is this something you could 

continue to do? 

UPSI 

 
6250 2.90 1.433 .018 

0.231 0.631 
UTHM 

3702 2.83 1.409 .023 

How optimistic are you about your 

future given the current situation? 

UPSI 6247 3.78 .957 .012 
7.759 0.005 

UTHM 3736 3.69 .971 .016 

 
The mean values pointed out that the students’ perceptions of their general well-being during the coronavirus pandemic. As 

indicated in  Table 1, the mean value of the UTHM students about the first question: How worried of students about the 

impact of coronavirus was 4.41, while that of the UPSI was 4.43; however, the difference was not statistically significant in 

UPSI (t=-1.126, p=0.635) while in UTHM was (t=-1.125, p=0.635). Therefore, results suggested that the perceived risk of 

the outbreak for UTHM students and UPSI students is significantly high. It also indicates a strong awareness of the threat 

that the COVID-19 outbreak affects the various aspects of their lives. 
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Furthermore, the mean value of the UTHM students about the second question: How easy or difficult is it for you to work 

effectively these days was 2.26, while for UPSI was 2.24. However, the difference was not statistically significant with 

UTHM (p=0.308) while UPSI was (p=0.308). Moreover, the mean value of the UTHM students about the third question: 

Thinking about your current work from home arrangements, how long is this something you could continue to do? It was 

2.83, while the mean with UPSI was 2.90. However, the difference was not statistically significant in both UTHM and UPSI 

(p=0.631). Finally, the mean value of the UTHM about the fourth question: How optimistic are students about their future 

given the current situation was 3.69 while UPSI was 3.78. The difference was significant in both UTHM and UPSI (p=0.005) 

Therefore, it is surprising that students remain completely optimistic about their future. 
 

Table 2:  Students’ Learning during Coronavirus Outbreak 

 

Items University N Mean 
Std. 

Deviation 

Std. 

Error 

Mean 

F Sig 

How worried are you about the 

impact of coronavirus on the 

completion of your studies? 

UPSI 6274 1.54 .747 .009 
5.788 0.016 

UTHM 3754 1.50 .728 .012 

How easy or difficult is it for you 

to learn effectively from home 

these days? 

UPSI 6260 2.35 .927 .012 
0.111 0.739 

UTHM 3742 2.31 .920 .015 

Please indicate your internet data 

capacity and quality to do 

interactive online teaching and 

learning. 

UPSI 6229 3.06 1.108 .014 

4.461 0.035 
UTHM 3701 2.86 1.122 .018 

Please indicate your accessibility 

to learn via social media    

WhatsApp / Telegram / Facebook 

UPSI 5781 3.40 1.107 .015 
1.963 0.161 

UTHM 3455 3.21 1.167 .020 

 
Table 2  illustrated students’ perceptions of Students’ Learning During the Coronavirus Outbreak. The mean value of the 

UPSI about the first question: How worried are you about the impact of coronavirus on the completion of student’s studies 

was M=1.54, SD= 0.747. While for UTHM s was M=1.50, SD=0. .728. However, the difference was not statistically 

significant for both of UPSI and UTHM (p=0.016). Thus, the results show that students reported being very anxious about 

their learning during the coronavirus outbreak. Concerning the second question, the mean value of UPSI was M=2.35, 

SD=0.927, while UTHM was M=2.31, SD=.0.92). Therefore, results suggested that there were no statistical differences 

between both UPSI and UTHM (p=0.739).  

 

Besides, the mean value of the UPSI students about the third question: Indicate students' internet data capacity and quality 

to do interactive online teaching and learning, the main value of UPSI was (M=3.06, SD=1.108) while the UTHM was 

(M=2.86, SD=1.122). However, the difference was not statistically significant with both of UPSI and UTHM (p=0.035). 

Finally, the mean value of the UPSI students about the fourth question: Indicate your accessibility to learning via social 

media was (M=3.40, SD=1.107) while the main value of UTHM students was (M=3.21, SD=1.167). 

 

Table 3: University Support for Students during the Coronavirus Outbreak 

 

Items University N Mean 
Std. 

Deviation 

Std. 

Error 

Mean 

F Sig 

Where are you staying now? UPSI 6288 1.52 .746 .009 
521.115 0.000 

UTHM 3755 1.30 .639 .010 

How frequently should the 

university communicate with 

students about complications due 

to coronavirus? 

UPSI 6273 2.08 .779 .010 

0.955 0.328 
UTHM 3748 2.06 .773 .013 

To what extent are you confident 

with the leadership team able to 

manage the current crisis? 

UPSI 6278 3.69 .867 .011 
3.024 0.082 

UTHM 3750 3.63 .877 .014 

To what extent are you confident 

with the resources and assistance 

 

UPSI 
6202 3.72 0.835 0.011 13.509 0.000 
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Items University N Mean 
Std. 

Deviation 

Std. 

Error 

Mean 

F Sig 

the university is providing to help 

support students through the 

crisis? 

 

UTHM 3715 3.74 0.799 0.013 

 
Results indicated that the majority of UTHM and UPSI students were staying with their parents at home with a percentage 

of 79.8% and 63.1% during the coronavirus pandemic. By looking at the mean value of UPSI about the first question related 

to students staying was M=1.52. SD=0.746 and UTHM with M=1.30, SD=0.639. Thus, the difference was statistically 

significant with both UPSI and UTHM (P=0.000). With regards to the second question of how frequently should the 

university communicate with students about complications due to coronavirus, the mean value of UPSI was M=2.08, 

SD=0.779, while the mean value of UTHM  was M=2.06, SD=.773. Therefore, the difference was not statistically significant 

with both of UPSI and UTHM (P=0.328).  

 

Meanwhile, concerning the third question on to what extent are students confident with the leadership team able to 

manage the current crisis, results indicate that the mean values were almost the same with both universities (UPSI, M=3.69, 

and UTHM, M=3.63). Therefore, the difference was not statistically significant with both of UPSI and UTHM (P=0.082). 

Thus, the majority of students in both universities have a high level of confidence with the ability of university management 

to control the current crisis.  

 

Finally, regarding the fourth question: To what extent are students confident with the resources and assistance the university 

is providing to help support students through the crisis? The mean value of UPSI students was (M=3.72, SD = 0.835), while 

the mean value of UTHM students was (M= 3.74, SD = 0.799). Therefore, the difference was statistically significant with 

both of UPSI and UTHM (P= 0.000). Thus, the majority of students in both universities were very confident in the level of 

assistance provided by the university during the coronavirus pandemic. 

 

Discussions  

 
Studies have indicated that public health emergencies can have several psychological influences on university students, 

which can be expressed in the form of anxiety, fear, and worry among others (Mei et al., 2011). The main aim of this study 

was to explore the perceived severity of COVID-19 on students’ well-being and learning readiness as well as to a deep 

understanding of how students dealing with the current crisis in their daily learning activities. This study indicated that the 

majority of UTHM and UPSI  students felt anxious due to the outbreak of the COVID-19 outbreak. However, the university 

students' concern about COVID-19 may be related to the virus’s impact on their studies (Cornine et al., 2020) and future life 

(Wang et al., 2020). 

 

However, the challenges that students of UTHM and UPSI faced include difficulty conducting online learning due to the 

internet connection and the means available for communication. A crucial success factor for students to participate in online 

learning during the initial period of the crisis was their ability to use online tools. The results indicate that UTHM and UPSI 

students reported an average data capacity for conducting online learning but a slightly higher level of accessibility for 

learning via popular social media applications. Thus, this means that despite the challenges of being connected to the Internet, 

students are willing to use the capacity of their data to access the learning resources provided by the lecturers. Students 

residing on and around campus reported better facilities compared to those staying at home. In terms of the perceived impact 

of COVID-19 on students' well-being and willingness to learn, the majority of UPSI students who participated in the survey 

were extremely concerned about the effect of the epidemic on them personally and on their learning path. After using online 

learning in many countries in the world, they faced many challenges in online learning such as technical problems that had 

to be overcome for the student, teachers, and time management. Thus, most universities and countries are now scrambling 

to determine the suitable options that they have to deal with some of the challenges that come in these conditions. (Adam et 

al., 2020) 

 

Due to the spread of Coronavirus, most universities around the world have offered an online class,  included that UTHM and 

UPSI. In addition to studying and teaching, most universities around the world have implemented the new policy to deal 

with the current crisis so that all classes are completed and the other educational activities online (Kurniasih et al., 2018). 

However, in this study,  more than half of the sample participants found it difficult to function effectively and communicate 

with their peers at home or the campus hostel during the early period of the outbreak. 
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Although the difficulties that students have encountered during the pandemic coronavirus; Interestingly, the findings 

indicated the majority of UTHM and UPSI students who participated in the survey were optimistic about their future as 

students and the ability of university leaders to manage the crisis and provide them with adequate support and resources. 

 

Conclusion 

 
The current study aims to know the perceived impact of COVID-19 on students’ well-being and learning readiness. as well 

as a deep understanding of how students dealing with the current crisis in their daily learning activities, and this study 

concluded that the Coronavirus pandemic has affected educational systems around the world, leading to the closure of 

schools, universities, and colleges. Also, the coronavirus pandemic has disrupted the daily lives of people around the world. 

Besides, during this situation, all universities and schools are better to use electronic learnings instead to use face to face 

learnings. Here, the government needs to provide the facilities for all the students' educational materials such as speed 

internet, etc. because some of the students do not have access to all the educational materials that help them take their lessons 

at home. Thus, this study contributed greatly to understanding the effect of the Coronavirus on the education sector in the 

world, particularly in Malaysia. 

 

Limitation and Study Forward 

 
Firstly, the limitation concerns the respondents employed that is not representing the broad population of Malaysian public 

universities or higher education institutions in Malaysia in order to generalize the findings of the study. However, the total 

number of respondents included in the study from two universities was about 10,527. In the meantime, finding from this 

study allowing the higher education institutions in Malaysia to examine the current and future needs of the students during 

the outbreak.  Next, this study could look forward to generating feedback from the university leaders as well as the Federal 

Government on the specific intention emphasis on the students teaching and learning in order to add more information on 

the specific issues. 
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Abstract 

 
Strategic agility has a key role in institutions attainment of optimum success but the lack of conceptual framework in literature 

that sheds light on the relationship between strategic agility and intellectual capital, and their impact on the performance of 

institutions in higher education leaves the topic under a grey area. Therefore, the present paper primarily aims to develop a 

framework, within which intellectual capital has a mediating role on the relationship between strategic agility and institutional 

performance. There is a dire need to investigate strategic agility in Malaysian Higher Education Institutions (HEIs), particularly 

in the face of the current Covid-19 pandemic, for the purpose of developing resources and capabilities and using them to achieve 

positive organizational performance. 

  

Keywords: Strategic Agility, Intellectual Capital, Organization Performance, And Higher Education Institutions.  

 

Introduction 

 
The ongoing extension of the universal education services market has led to the pursuit of ways to remain competitive among 

higher education institutions (HEIs). In the current modern economy, HEIs are viewed as any other organization in a different 

industry, with academic efficiency being the ultimate goal. In this regard, governments generally provide support to the national 

education systems for the creation of human capital and as such, every country has to be aware that human capital is a production 

component that plays a major role in the country’s overall competitiveness in the global arena (Kireeva, 2018). 

  

In the Malaysian context, higher education has a significant bi-role to play, namely, to generate a team of highly skilled 

individuals for achieving the nation’s level of global competitiveness, and to contribute towards the nation’s economic 

development and growth (Talent Corp., 2015). To compound the issue further, the sector is facing complex changes in the market 

environment generated by the Covid-19 pandemic, dynamic competition, current technologies, and conflicting demands from 

the customers (Mukerjee, 2014; Pucciarelli & Kaplan, 2016). In other words, HEIs are facing uncertainties and instabilities 

caused by the current situation that have the potential to destabilize the operations and lead to an adverse outcome (Muthuveloo, 

2015).  

 

In the midst of the uncertainties, strategic agility is deemed to be a critical capacity that all organizations are in need of (Mukerjee, 

2014), which represents the need to nurture a higher level of awareness as to what value it can contribute to them. Additionally, 

intellectual capital has been considered as among the top organizational components that facilitates value creation in academic 

institutions, bringing about the productive transformations in the face of intense competition (Andreeva & Garanina, 2016). 

Moreover, intellectual capital is significant for decision-making when it comes to competitive regional elements, boosting 

sustainable competitiveness and providing the highest value towards enhanced academic status (Januskaite & Uziene, 2018). 

This has been supported in literature in that intellectual capital has been viewed as an intangible asset but the most effective 

strategic tool that impacts the performance of institutions (Abualoush et al., 2018).  

 

As of the current times, there are several challenges faced by HEIs, the topmost of which requires them to own resources in order 

to continue and maintain business growth. HEIs lack financial resources which make for a precarious situation in the current 

market and thus, this calls for the need to examine the relationship between strategic agility, intellectual capital and organizational 

performance. Such performance is closely related to the academic leaders and their staff’s behaviors and the teaching and learning 
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environment, which as a consequence, directs the present study to develop a strategic agility model in the context of HEIs with 

the objective of raising the level of intellectual capital to enhance such institutions’ performance.  

 

Studies dedicated to the link between strategic agility, intellectual capital and organizational performance in HEIs are still lacking 

and thus, this study theoretically examines the relationship in order to provide valuable insights into the phenomenon, while 

focusing on the mediating role on intellectual capital.  

 

This study primarily aims to develop and demonstrate a conceptual framework representing the relationship between strategic 

agility, intellectual capital, and organization performance, and to contribute to literature concerning knowledge on the topic in 

the context of HEIs.  

Theoretical Background and Hypotheses Development 

 

Strategic Agility  

 
The response capacity of the firm or an organization towards rapid changes in the environment is referred to as its strategic 

agility. It is the organization’s operational responses to discontinuities and volatilities in the business environment. In institutions, 

strategic agility is generally integrated within the operations, and with it, they can predict new threats and leverage new 

opportunities successfully (Gerald et al., 2020).  

 

Moreover, strategic agility can pave the way to adjusting towards opportunities and external threats (Ahammad et al., 2019), 

playing a role between strategic stability values and the dynamic changes that are related to the unpredictable events, 

opportunities and current trends (Pina et al., 2019). In other words, strategic agility is the institutions capability of identifying 

and responding to the business environment changes.  

 

There are several studies in literature that have been dedicated to examining strategic agility; to begin with, Ashrafi et al. (2019) 

revealed it to have a strong relationship with transformation, and Queiroz et al. (2018) referred to it as a dynamic ability that is 

dependent on information technology, to enhance the performance of institutions. Moreover, according to Warner, Moreve, and 

Wager (2019), strategic agility is akin to dynamic ability, while Kale et al. (2019) highlighted its mediating role between 

absorptive capacity and institutional performance. The study found strategic agility to have a positive effect on the performance 

of institutions and thus, this study proposes the following hypothesis for testing; 

 

Proposed H1: Strategic agility has a positive effect on intellectual capital.  

Organizational Performance 

 
A successful organization is one in which all the activities contribute towards the achievement of goals. It entails the accrual of 

multi-dimensional constructs that are impacted by the various strategies and activities in the institutions. Higher output level is 

dependent on the match between the strategic orientation of the institution and its resources (Alrowwad & Abualoush, 2020). In 

higher education institutions (HEIs), there is a dire need to conduct an assessment of the education standards provided through 

various programs.  

 

Studies in literature have forwarded varying definitions for performance; for instance, Gharakhani and Mousakhani (2012) 

defined performance as the organization’s ability to create outcomes and actions at a level that is deemed as acceptable. 

Organizational performance is the level to which the organization meets its needs and its stakeholders’ needs for survival 

(Ramayah et al., 2011), and organizational success indicates the effective goals performance of the entity (Ho, 2011).  

 

The differences in the performance of organizations are owed to the different strategic practices they adopt and their resources, 

whether tangible or intangible) (Harris et al., 2012). As a subsequence, enhancing the performance of HEIs is dependent on the 

effective resources (both tangible and intangible) deployment, including efficient sharing of knowledge and intellectual capital 

(Mills & Smith, 2011).  

 

Added to the above, Higher Education Institutions (HEIs) are organizations that run within an environment that is highly 

competitive that requires novel approaches like intellectual capital and information-transform for the enhancement of service 

quality, enhanced efficiency, and competitive advantage (Noruzy et al., 2013). As stated clearly, HEIs require the adoption of 

performance indicators for their decision-making and future developments and progress.  
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In literature, there are several indicators and measures used to gauge organizational performance (Abu-Jarad et al., 2010), but 

despite the variety, performance measurement is not an easy feat as organizational successes do not only depend on fiscal 

measures but also involve non-fiscal ones (Tseng, 2010). Organizational performance measurement was proposed by Zack et al. 

(2009), which comprises of five dimensions, namely innovation, novel product improvement rate, customer satisfaction, 

customer retention, and operating costs. On the other hand, Clarke et al. (2011) brought forward a measurement consisting of 

four dimensions and they are; profit on assets, profit on equity, growth of revenue, and employee productivity. In this study, 

Wang et al.’s (2014) operational performance and financial performance dimensions are adopted, since, in higher education 

institutions, financial performance reflects the best generally used method of benchmarking where the benefits arise from that 

performance. While operating performance refers to the institution's internal processes, including its productivity, product 

quality, and customer satisfaction. 

 

Operational Performance  
 

This type of performance refers to the internal operations of the organization, including its productivity, product quality, and 

customer satisfaction (Feng et al., 2008). In the case of HEIs, the main role is knowledge creation and ideas-promotion within 

the society, as well as teaching and research, and environmental efforts (Roos et al., 2020).  

 

Operational performance is generally gauged using five major dimensions, which are, cost, quality, delivery, flexibility, and 

innovation. Non-financial measures have become so well-known owing to their application as a way to shift strategy in 

institutions along with its vision to positively influence its performance, including financial performance (Fullerton & Wempe, 

2009). Hence, research universities viewed as knowledge-centered organizations often promote learning, and knowledge 

creation, development, preservation, and dissemination via publications. Essentially, they play a key role in the growth and 

development of the economy through new ideas generation (Iqbal et al., 2019).  

Financial Performance 
 

In HEIs, financial performance reflects the top generally used method of its level metric as benefits arise from such performance. 

In this regard, Luo et al. (2012) related that financial performance is indicative of successful achievement of economic goals 

based on the financial outcomes and marketplace indexes. Similarly, Gruian (2011) described financial performance as the result 

of operating performance and as such, the former cannot exist without the latter. This highlights the need for organizations to 

employ a performance appraisal technique that measures beyond their financial performance as suggested by Chang and Lee 

(2012).  

 

Added to the above, studies in literature have examined the effect of strategic agility on the performance of institutions in different 

industries and sectors (e.g., Arokodare et al., 2019; Liang et al., 2018; Nejatian et al., 2018; Arbussa et al., 2017; Appelbaum et 

al., 2017; Alhadid, 2016; Hemmati et al., 2016; Sadjak, 2015; Sampath, 2015). The above studies however did not provide a 

conceptualization of strategic agility and performance of institutions, with intellectual capital, and therefore, the author aimed to 

measure the three constructs, and proposes the following hypothesis for testing; 

 

Proposed H2: Strategic agility has a positive effect on organization performance.  

 

Intellectual Capital 

 
Intellectual capital is an invisible concept albeit a valued asset in organizations that is often utilized as an effective weapon of 

competitiveness that could influence the institutional performance (Abualoush et al., 2018). According to Subramaniam and van 

de Vrande (2019), intellectual capital reflects the knowledge existing in human, structural and societal capital of institutions that 

they utilize to obtain and maintain competitive advantage (p.519). 

 

In reference to a higher learning institution, like a university, intellectual capital is a concept that is used to encapsulate the entire 

intangible properties like systems, trademarks, innovative ability, implicit knowledge held by participants, along with their 

capabilities, talents and skills, societal appreciation, and partners and contacts interconnection. In other words, intellectual capital 

is an asset that enables institutions to transfer resources in the form of physical, financial and human resources within a system 

that can facilitate value creation for the stakeholders (Ramirez et al., 2019).  
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There are three main components of intellectual capital and they are human capital, structural capital and relational capital 

(Herremans et al., 2011; Mention & Bontis, 2013; Matricano, 2016; Wee & Chua, 2016; Buenechea, 2017).  

Human Capital 
 

The quality of human knowledge that would satisfy market needs is known as human capital (Gogan et al., 2016; Marginson, 

2017) and it is of significance to the employees’ carrying knowledge capacity as employees constitute a core position of the 

knowledge-based processes of the organization. The entire operations of knowledge acquisition, assimilation, transformation, 

and the like, required by the organization are brought about by its workers (Hussinki et al., 2017).  

 
Structural Capital 

 

This type of capital refers to the infrastructure of the organization and its role in outputs generation (Gogan et al., 2016; Inkinen 

et al., 2017; Ramadan et al., 2017). Structural capital provides support to knowledge absorptive capacity forming organizational 

structure, documents, and knowledge repository that facilitates knowledge processes development (Paraponaris et al., 2015). In 

this regard, organizations are able to acquire, absorb, transform and apply new knowledge to their processing with the help of its 

structural capital. 

 
Relational Capital 

 

The capability of the institution to maintain sustainable relationships with its stakeholders is known as its relational capital 

(Secundo et al., 2018; Pirozzi & Ferulano, 2016). It supports knowledge assimilation through relationships, connections, and 

interactions with external and internal environments, enabling the integration, sharing, transfer, and creation of knowledge (Hsu 

& Sabherwal, 2012). 

 

in literature, it has been found that intellectual capital affects organizations continuity, and it has also mentioned that intellectual 

capital influences economic growth (Chahaland & Bakshi, 2016), competitiveness, value creation, business performance, job 

performance, as well as sustainability (Abualoush et al., 2018; Obeidat et al., 2017 ). Moreover, Brunold and Durst (2012) stated 

that for these organizations to remain competitive, a structured approach to intellectual capital is required. Additionally, several 

studies demonstrate the connection between intellectual capital organization performance (Mansoor et al., 2021; Muwardi et al., 

2020; Yusliza et al., 2020; Chen, et al., 2020) and intellectual capital as mediation (Shoaib et al.,2021; Shahwan & Fathalla, 

2020), strategic agility (Nurjaman et al., 2021; 

 

 Hence, in the present study, intellectual capital is examined for its effect on organizational performance and its mediating role 

on the relationship between strategic agility and organizational performance. The study proposes that; 

 

Proposed H3: Intellectual capital has a positive effect on organizational performance.  

 

Proposed H4: Intellectual capital mediates the relationship between strategic agility and organizational performance.  

 

Proposed Conceptual Framework 

 
Prior discussions in preceding sections highlighted the relationship between the three study variables, namely strategic agility, 

intellectual capital and HEIs performance. Evidence on the way strategic agility influences institutions in HEIs is sought after 

and thus, this study proposes the following conceptual framework. 
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Conclusion 

 
This study extends literature by proposing a conceptual framework of the relationship between strategic agility, intellectual 

capital and HEIs performance. In the case of a knowledge-based economy, HEIs produce valuable intangible assets known as 

intellectual capital, which are used to drive performance and as such, the study provided insight into the relationships between 

intellectual capital, strategic agility and performance of HEIs. 

 

The study brought forward a theoretical model based on the prior studies’ findings that highlights the consequences of strategic 

agility and intellectual capital’s role on the performance of HEIs. Both intellectual capital and strategic agility are significant 

drivers of performance among HEIs, with intellectual capital playing a role between the strategic agility-HEIs performance 

relationship. Prior studies in literature dedicated to the topic illustrated that strategic agility and intellectual capital have led to 

improved performance of organizations in many sectors and industries. Hence, this study is significant in that it provides valuable 

and useful information to Malaysian policymakers in HEIs. The findings of the study can be used in HEIs to maintain a high 

strategic agility and intellectual capital level, for the enhancement of their performance and effectiveness in the face of the current 

Covid-19 pandemic. 
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Abstract 

Purpose: The study aims to preliminarily identify the key factors limiting the implementation of automatic entry of electronic 

accounting documents regarding public procurement into the AIS system of the local government unit under examination.  

Design/methodology/approach: The research is a qualitative descriptive study incorporating the case study method as the 

research approach. 

Findings: Throughout entire 2020, the entity surveyed did not receive any electronic invoices regarding public-procurement. 

The contractors preferred traditional paper invoices. The study has additionally led to a conclusion that the three most 

significant impediments, i.e. conservative, organizational, and legal limitations. 

Research limitations/implications: The study is preliminary in character and requires a supplementary quantitative study 

conducted on a much larger, randomly selected sample. 

Practical implications: The study allowed for preliminary determination of the types of factors obstructing the process of 

automatic entry of electronic accounting documents regarding public procurement into the AIS systems of local government 

units, which, in turn, enabled preliminary analysis of the problem and preparation of background for broader research in this 

field.  

Originality/value: The literature on the subject offers no studies addressing the current state of the AIS data entry automation 

resulting from the provisions on electronic invoicing in public procurement. 

 

Keywords: e-document, e-invoicing, e-accounting, AIS. 

 

Introduction 

Accounting Information Systems (AIS) revolutionized 20th century accounting, both in business as well as public 

administration, including local government administration. Laborious, handwritten entries in paper accounting book as well 

as tedious and erroneous calculator-assisted calculations have been replaced by binary format. The accounting software 

available has significantly simplified transaction data entry into the general ledger as well as accelerated the process of 

accounting report generation based on the entries in the AIS accounts. 

 

The next milestone in the process of accounting computerization entails elimination of the time-consuming manual data 

entry from paper accounting documents (invoices, bills, payroll, and other types of accounting documents) and introduction 

of automatic entry of data from electronic accounting documents into the AIS system. As Doshi, Kotak, and Sahita note, in 

today’s world, a lot of invoice processing is done manually and in order to upgrade this manual data entry, automation is 

required (2020, p.29). In a global economy, where many other business processes are being automated, inefficient financial 

processes can put a company at a significant competitive disadvantage, because dependence on manual processing of paper 

invoices is one of the greatest challenges for accounts payable (AP) and accounts receivable (AR) departments, as it is 

expensive, time‐consuming and error-prone. (Fernandes L., Longbottom C., 2011, p.2). Nevertheless, it should be borne in 

mind that invoice processing involves many steps and must be errorless, before invoice payment in initiated (Doshi et al., 

2020, p.29). 

 

For the automation of AIS data entry to even become possible, electronic accounting documents must replace today's paper 

accounting documents entirely. This does not only mean electronic documents, in the sense of image-based digital invoices, 

such as PDF, DOC, JPG files etc., but structured electronic documents in the form of XML files. The XML format is the 

standard format for structured electronic documents in all EU Member States and has been introduced as mandatory in those 

countries, where electronic documentation of commercial transactions, i.e. issuance of electronic invoices is obligatory, in 

particular with relation to public administration (e.g. in Italy, Spain, Portugal).  

 

The obligatory electronic invoicing in public procurement has also been introduced in Poland, but as shown by an earlier 

study by Dobrzeniecka, the electronification process of e-invoice circulation in the public procurement units in Poland is at 
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a very low level of technical advancement (2018, p. 76). Hence, the question thus arises why the local government units in 

Poland, which make most of their purchases based on public procurement procedures, do not use automatic e-invoice data 

entry into the AIS system? 

The study aims to identify the key factors limiting the implementation process of automatic entry of electronic accounting 

documents related to public procurement into the AIS system of the local government unit examined.  

 

To determine the limits of the automation process of e-invoice data entry into the AIS system, a pilot study was conducted 

in a selected local government unit. The main criterion for selecting the unit for the study was a given unit’s high degree of 

computerization.  

 

Although the study concerns the local government units in Poland, this issue may be of interest to local governments in other 

EU countries, since the regulations on electronic invoicing in public procurement have entered into force in all Member 

States. 

 

The first part (Section 2) describes the legal provisions regarding electronic invoicing in public procurement introduced in 

EU countries, including Poland. The second part of the study (Sections 3 and 4) describes the assumptions of the pilot study, 

the purpose of which was to define the factors limiting automatic entry of structured electronic XML invoice data into the 

AIS system. Section 5 presents a discussion of the findings. Section 6 presents concludes the study, outlining its limitations 

and indicating the directions for future research. 

Background Information 

As Fernandes and Longbottom rightly point out in their article, “it is hard to believe that, in the 21st century digital age, one 

of the most business‐critical documents, the invoice, is still created and sent in paper format” (2011, p.2). After all, the 

printing, sending, and storing of traditional paper invoices has become time-consuming, costly, and non-ecological, which 

gave rise to the concept of electronic invoicing. Hernandes-Ortega, in her study, states that “e-invoicing is the electronic 

transfer of billing and payment information, via the Internet or other electronic means, between the parties involved in 

commercial transactions—businesses, the public sector, and consumers” (2012, p.16). The invoice itself can be seen as the 

‘queen of documents’ (Koch, 2019, p.11), being a strictly formalized document, whose content, obligatory elements, 

methods, and issuance deadlines are regulated in all Member States of the European Union by relevant national VAT 

regulations that are based on a common legal basis, i.e. Directive (2006/112/EC) on the common system of value-added tax. 

For VAT purposes, the electronic invoice has been defined as (2006/112/CE, Article 217) an invoice that contains the 

information required by this Directive, issued and received in any electronic format.  

 

The understanding of the electronic invoice, however, currently varies in different EU Member States. In some Member 

States (e.g. Poland), the electronic invoice is considered to be any electronic file, regardless of its format, as long as the 

recipient receives it via electronic means. This means that image-based digital invoices, such as PDF, DOC, JPG, etc. files, 

are considered e-invoices, as long as they have been sent to the recipient, e.g. by e-mail. In the other Member States (e.g. 

Italy, Spain, Portugal), only an electronic document in the so-called structured XML format can be considered an electronic 

invoice. A structured XML e-Invoice is a document containing transaction information that has been recorded in accordance 

with a specific standard. A structured e-invoice is therefore an XML file containing specific information, such as seller and 

buyer data, net amounts, VAT and gross amounts, VAT rates, description of the subject of a sale, the dates related to the 

transaction concluded, etc. In the case of an invoice in an XML format, the content of paper or image-based digital invoices 

does not have to be read. 

 

To improve the efficiency, effectiveness, and transparency of governmental administration, document digitalization and the 

consequent processing of these documents through electronic channels have become an important part of e-government 

(Haah, Born, Kreuzer, Bernius, 2013, p. 286). The concept of the electronic invoice has therefore become crucial in B2G 

commercial relations and is considered as one of the most important sources of profitability in Europe (Cedillo, Garcia, 

Cardenas, Bermeo, 2018, p.153). This has been expressed by the adoption of the Directive of 16 April 2014 on electronic 

invoicing in public procurement (2014/55/EU), by the European Parliament and the Council. According to the Directive, 

every public entity in the EU is obliged to accept structured e-invoices issued by public procurement contractors. The 

electronic invoice itself has been defined as a document, which has been issued, sent, and received in a structured electronic 

format that allows its automatic and electronic processing (2014/55 / EU, Article 2). In addition to the Directive, an EU 

standard on electronic invoicing and a list of syntaxes (EN 16931-1: 2017) were also adopted, which specifies the technical 

requirements for structured formats of XML e-invoices. Other key documents related to the digitization of public 

procurement in the EU are presented in Table 1.  

 

 

 

 

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

164



 

 

Table 1: Key documents in the EU’s e-procurement reform 

 

Title of the document Date of 

publication/adoption 

Authority 

Green Paper on expanding the use of e-

procurement in the EU 

18 October 2010 The European Commission 

Communication on a strategy for e-procurement 20 April 2012 The European Commission 

Communication on end-to-end e-procurement to 

modernize public administration 

26 June 2013 The European Commission 

The Classical Sector Directive 

2014/24/EU 

26 February 2014 The European Parliament 

and the Council of the 

European Union 

Three reports on Solutions and Interoperability, 

Governance and Capacity Building, and 

Regulatory Aspects and Interpretation 

24 October 2016 The Multi-Stakeholder 

 

Expert Group on e- 

Procurement 

Source: (Bobowski, Gola, 2017, p.27) 

 

Also in Poland, following other EU member states, the obligation of electronic invoicing in public procurement has been 

introduced. This obligation results from the adopted Act of 23 November 2018 on electronic invoicing in public procurement 

(EInv), which implements EU regulations into the Polish law. Starting April 18, 2019, the provisions of the act imposed, on 

the contracting authorities, the obligation to collect the electronic invoices issued by economic entities via an electronic 

invoicing platform. The Act additionally introduces the possibility of electronic sending and receiving other structured 

electronic documents related to public procurement or concession contracts for construction works or services (delivery 

order, delivery note, confirmation of receipt, corrective invoice, accounting note), provided that both parties agree to such 

submission of these documents. 

 

In terms of accounting development, the main benefits resulting from the evolution of the invoicing system, from traditional 

(paper) to structured XML e-invoices, include: 

 

• the benefits arising from the automation of the process of entering the transaction data from electronic invoices into 

the AIS system, i.e.: 

o reduction of the employee costs associated with manual data entry into the AIS system, 

o increased accounting work efficiency resulting from automatic posting of invoices by the AIS system, and 

o minimization of the risk of errors that can arise from the reading of paper invoice data, because the data 

does not need to be read – it is automatically entered straight from the e-invoice into the AIS system; 

• no risk of negative tax consequences that result from non-inclusion of specific data in the invoice content, and thus 

reduction of incorrect and fake invoices in circulation, since a uniform pattern of a structured e-invoice guarantees 

issuance of invoices in accordance with the law1; 

• minimization of the costs of safe invoice storage and archiving, since storage and archiving of e-invoices is cheaper 

than that of paper invoices; 

• operational efficiency (facilitated transfer of invoices between the contracting authority and the accounting 

department). 

 

The digitalization in procurement i.e. introduction of electronic invoicing in public procurement, and thus comprehensive 

use of electronic tools by both the businesses participating in a given tendering process and the public sector being in charge 

of its management, is expected to make public spending more transparent, effective, optimized, as well as evidence- and 

market-oriented (Bobowski, Gola, 2017, p.24; McCue, Roman, 2012, pp.225-226; Melon, Spruk, 2020, p.334).  

 

Despite the many benefits reckoned, to achieve the goals assumed, the changes must also be accepted by the users. Recalling 

the Davis Technology Acceptance Theory, quoted by Kapkama, it should be remembered that technological advancement 

will not amplify organizations’ effectiveness and performance, if the users do not embrace the change (2018, p.108). This 

concept is most commonly encountered in the understanding of the computer technology acceptance (ibidem). What is more, 

as Fernandes and Langbottom note, “not all businesses can afford to move to e‐invoicing at the same pace, deployment can 

become a long drawn out process” (2011, p2). 

 
1 As Koch indicates in his study, tax authorities in many countries issue invoice numbers (‘folio’) that must be used by the suppliers. After 

invoice issuance, in some countries, suppliers are required to provide full invoice data to the tax authorities and directly or indirectly to 

the buyers. The tax authority or accredited service providers validate the data and return a given document to the suppliers with an 

electronic approval code (2017, p.15). See: (Bellon et al, 2019; EC, 2019; Harianto, Mus, Lannai, 2020; EC, 2020). 
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Research Question 

This study aims to answer the following research question:  

 

What are the key categories of factors limiting automatic entry of data from electronic invoices into the AIS system in the 

unit under examination? 

Selection of the entity surveyed 

The research approach selected for this study entails the case study method. Selection of the research sample was purposeful 

(non-probabilistic). To determine the main categories of the limitations affecting automatic entry of public procurement e-

invoice data into the AIS system, a survey was conducted in a selected local government unit. The study was of a pilot nature. 

The choice of the unit was deliberate. The unit selected is a so-called urban commune, whose core activity covers a range of 

the services provided to residents slightly broader than in smaller units. One important premise for the selection of this unit 

was the fact that it uses a specialized accounting software for accounting record keeping. The unit additionally utilizes: 

 

• an Electronic Database Management System (EDMS), in synchronization with the national Electronic Invoicing 

Platform (used by public entities to receive e-invoices in public procurement), which means that the unit examined 

is prepared to receive e-invoices; 

• acceptance of its all purchase invoices through the EDMS (paper invoices are digitized and entered into the EDMS), 

which means that the unit is also prepared for electronic processing of e-invoices.  

 

Three most important, from the perspective of the issue analyzed, employees took part in the survey, namely: 

 

• the Chief Accountant, who is responsible for accounting and financial, budget and tax settlements; 

• the Administrative Director, who is responsible for the entire administrative organization of the unit's work; 

• the Head of IT, who is responsible for the state of computerization. 

Data Collection Methods 

The survey was carried out on December 30, 2020 as an online questionnaire survey. The electronic questionnaire was sent 

to the respondents, completed and returned via the Internet. The survey questionnaire consisted of a descriptive part, which 

explained the purpose of the study, and a questionnaire part containing eight questions, which are presented in Table 1. 

 

Table 2: Survey questionnaire questions 

 

Question  Question content  Additional explanation 

1 Please indicate your position: 

• Chief Accountant 

• Administrative Director 

• Head of IT  

--- 

2 Have you considered automatic entry of data from e-

invoices into the AIS system? 

• Yes 

• No 

--- 

What are the key categories of factors limiting automatic entry of data from e-invoices into the AIS 

system? 

3 Technical limitations related to the IT systems currently 

used 

(e.g. the AIS is not synchronized with 

the EMDS, etc.) 

4 Personal limitations related to the current accounting 

staff 

(e.g. fear that experienced but less 

computer literate accounting 

employees may have to be dismissed) 

5 Technical and organizational limitations related to the 

current accounting document circulation and approval 

procedures  

(e.g. no possibility of reacting to 

exceptional situations, such as the 

need to change invoice receipt date or 

to backdate an invoice, etc.) 

6 Legal limitations related to the regulations on electronic 

documents 

(e.g. not all accounting, tax law, or 

public finance regulations are fully 

adapted to the processing of 

electronic invoices) 
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7 Conservative limitations related to the change of the 

form in which accounting documents are issued 

(a paper document has been used in 

accounting ‘forever’ and some 

employees, especially the older ones, 

find the switching to electronic 

documents that are devoid of a 

physical form difficult) 

8 If there are any other limitation categories omitted in this 

survey, please indicate them below. 

--- 

Source: own elaboration. 

 

The first seven survey questions were obligatory, while the last question was optional. The answers to the following questions 

consisted in: 

 

• Q1-2 – a single choice from the options available, 

• Q3-7 – indication of an appropriate option on the seven-point Likert scale, where number 1 means strongly disagree 

and number 7 means strongly agree, 

• Q8 – indication of other types of limitations omitted in the survey form in text field provided.  

Findings and Discussion  

Each returned questionnaire was verified for correctness. All the data collected was subjected to detailed analysis. The results 

of this analysis are presented in Table 2. 

 

Table 3: Survey questionnaire responses 

 

 Question Administrative 

Director 

Chief Accountant Head of IT 

2 Have you considered automatic 

entry of data from e-invoices 

into the AIS system? 

No No Yes 

What are the key categories of factors limiting automatic entry of data from e-invoices into the AIS 

system? 

3 Technical limitations 6 5 1 

4 Personal limitations 3 1 5 

5 Technical and organizational 

limitations 

6 6 5 

6 Legal limitations 5 6 4 

7 Conservative limitations 7 6 7 

8 Other limitation categories Employees’ mental 

and competency-

related barriers 

related as well as 

their reluctance to 

change existing 

habits 

--- No e-invoices 

received throughout 

2020 

Source: own elaboration. 

 

When analyzing the information obtained via the survey, attention should primarily be paid to the part addressing the 

consideration of automatic entry of data from e-invoices into the AIS system on the part of the unit’s decision-makers (Q2). 

It should be noted that only the head of the IT considered this option. The remaining decision-makers, i.e. the administrative 

director and the chief accountant, did not take such an option into consideration. This confirms what the Author has learned 

from his experience in contacts with local governments, i.e. that certain solutions improving local government work are only 

implemented, when they are imposed externally, e.g. through new legal regulations, new obligatory orders, etc. 

Unfortunately, local governments are very reserved when it comes to implementing modern solutions, in particular in 

association with the risk of failure and its possible consequences. On the other hand, the fact that the head of the IT showed 

interest in automatic entry of data from e-invoices into the AIS system stems from the nature of this profession. IT specialists 

- with some exceptions - are open to all development and modern IT technology novelties. 

 

This perspective - openness to IT-related changes - is confirmed by the IT manager’s assessment of the existing technical 

limitations (Q3), since he was the only person who marked number 1 on the Likert scale, which, accordingly, should be 
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interpreted as lack of any technical limitations in terms of automatic entry of data from e-invoices into the AIS system. Both 

the administrative director and the chief accountant rated the technical threats very high (6/5). One can only guess that the 

IT manager's assessment results from his knowledge. In turn, the responses provided by the administrative director and the 

chief accountant, who do not have such good IT-knowledge background, were guided by the universal fear of change. 

 

The answer to the question addressing staff-related limitations (Q4) is interesting, which results from the fear that 

experienced but less computer literate accounting employees may be dismissed from work. In the chief accountant’s opinion, 

this is not a limitation (1). Such an assessment seems a bit strange, because the main goal of process automation is to eliminate 

manual work, which most often is indeed associated with reduction of employment. The administrative director and the head 

of the IT, however, believe that such a limitation does exist (3/5). 

 

Organizational limitations (Q5), understood as inability to react to exceptional situations, such as the need to change the date 

of invoice receipt or the need to backdate an invoice, etc., have been assessed similarly and quite highly by all the respondents 

(6/6/5). The quite rigorous legal regulations regarding the functioning of local governments, unfortunately, force the officials 

to react in such a non-standard way to the existing practical situations. The computerization of local government operations 

limits such reactions, which in practice hinders the implementation of modern IT solutions. 

 

The legal threats (Q6) presented in the survey have been rated highly by the respondents (5/6/4), since not all the legal 

provisions addressing the functioning of local government accounting under these new (electronic) conditions have been 

adapted to the new (electronic) reality. It is difficult to disagree with this stand on the matter. Just by taking a look at the 

most important legal act regulating the accounting principles in Poland, it can be noticed that such a radical change as 

introduction of electronic accounting documents into the business practice has not been at all reflected in the Polish legal 

provisions concerning accounting documents (Acc, Article 20-22).  

 

Last but not least, with regard to conservative limitations (Q7), which are associated with the ‘physical’ paper form of 

accounting documents, all respondents have responded similarly, i.e. they rated this type of restriction very highly (7/6/7). 

The accounting profession has always been associated with paper documents, hence getting used to the non-physical form 

of accounting documents is difficult, especially for those accountants, who have worked in the profession for a long time. 

Young accounting adepts will not have any problems with it, as they are more digitally advanced. 

 

The last question in the survey concerned other limitations (Q8), which were have not been included in the survey, but can 

be observed in practice. Responding to this question, the chief accountant did not indicate any other limitations. The head of 

the IT pointed to a very important aspect, namely the fact that throughout 2020, not a single e-invoice was sent to the unit 

under examination via the Electronic Invoicing Platform. This means that in 2020, none of the public procurement contractors 

decided to send e-invoices, choosing traditional paper invoices. This indicates a very important limitation of e-invoicing on 

the part of the suppliers. According to the applicable regulations, public administration is obliged to receive/accept e-invoices 

in public procurement, but the contractors are not obliged to send e-invoices instead of paper invoices. As long as e-invoicing 

is not popularized among contractors, it cannot be expected to also be popular among the awarding entities, i.e. the local 

governments, in this case. The administrative director’s observations are interesting, as he indicated limitations that are 

related to the employees’ mentality, competencies and reluctance to change habits. The latter, in particular, is quite 

widespread and pertains to any changes. As the change management experience shows, only introduction of a given change 

and the subsequent functioning of employees under this change reduce this limitation. Employees can overcome the original 

reluctance to change, after they are given time to function under new conditions 

Conclusions 

In the global economy, where many business processes have been or are being automated, inefficient financial processes can 

put a company at a significant competitive disadvantage (Fernandes L., Longbottom C., 2011, p.2). The widespread use of 

e-invoicing has been touted to save 200 billion euros worth of costs, reduce CO2 emissions by 3 million tons per year, and 

free up resources for more productive work (Lumiaho, Ramanen, 2011, p.475). Electronic XML-format accounting 

documents allow automatic entering of transaction metadata into accounting software, but only if adequate documents are 

registered and stored in electronic form, i.e. in the form of a structured XML.  

 

This prospect is a huge step towards the next digital revolution in accounting. The present revolution began in the 20th 

century, with replacement of traditional paper accounting books with specialized accounting software. The current step is to 

replace traditional paper accounting documents with electronic XML-format documents. This form of electronic documents 

allows transaction data to be saved e-invoices, which enables automatic e-invoice data entry into the AIS system. Elimination 

of the need to read data from paper accounting documents and manually enter it into the AIS system will result in financial 

and organizational benefits, and thus improve the quality of the data and the reports generated by the accounting system. 

The research carried out in the unit selected showed that despite the existing convenient legal regulations and the technical 

possibilities, this unit does not embrace the possibility automatic data entry into the AIS system. This results from external 

and internal limitations. The external conditions (the entity has no influence over and does not control these conditions) are 
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the most important obstacle, due to the fact - as the study has showed – that throughout 2020, the unit surveyed did not 

receive any e-invoices from its public procurement contractors. Yet, as Kapkama notes, e-procurement enables automation 

of certain buying and selling procedures (2018, p.106) and thus it was expected that electronic invoicing would be the primary 

method of transaction documenting. If contractors do not send e-invoices, then, of course, it is not possible to automate the 

process of data entry into the AIS system. Apart from the external limitations, an important group of internal limitations 

exists as well, i.e. the limitations controlled by individuals. As a result of the research carried out, it has been concluded that 

the three most important barriers inhibiting automatic entry of e-invoice data into the AIS system are: legal, conservative, as 

well as technical and organizational limitations.  

 

It is also imperative to emphasize, once again, that the study aimed to identify the types of factors limiting the automation of 

electronic entry of accounting documents in public procurement into the AIS system of local government units, which allows 

for development of a broader research in this field.  

 

The research carried out has limitations resulting from the study approach adopted, namely: 

 

• only one local government unit was intentionally selected for the study; 

• the study is qualitative in nature, which prevents generalization of the results. 

 

Despite these limitations, however, the study may be a step towards broader analysis of the possibilities associated with the 

automation of e-invoice data entry into the AIS system, which is so important for the development of today's accounting. 

Hopefully, even though the study only presents an example of the Polish local government administration, it may inspire 

researchers from other EU Member States, because Polish regulations regarding electronic invoicing in public procurement 

are practically the same as those in the entire EU, that is, they are based on Directive (2014/55/EU) and a common technical 

standard (EN 16931-1: 2017) specifying the technical requirements for structured formats of XML e-invoices. 
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Abstract 

 
Segmentation is one of the basic stages of formulating a marketing strategy and is the starting point for selecting the target 
market(s) of operation and the choice of positioning. It allows companies to optimise their marketing communication 
expenses and build relationships with buyers more effectively. The aim of this article is to present the segmentation of video 
game players and to indicate new phenomena occurring among gamers that may be significant both for advertisers and 
product users. The basis for the considerations in this article are the results of empirical research conducted in April 2020 
on a sample of 2,527 respondents, being gamers. People who play at least 10 hours a week participated in the study. Among 
the conclusions, it is worth emphasizing that some segments distinguished among Polish players are similar to the segments 
identified in players from around the world. This would correspond to certain archetypes of players identified by Bartle. In 
the case of global research, there were players such as managers or a runway types, however, in Poland, they were not 
identified. Nonetheless, in the research on Polish players, there was a segment defined as ‘the lost’. Furthermore, the research 
did not allow to identify social activists or players, thus, there are groups of new player types, the categorisation of which is 
sometimes problematic because they do not show any particular preferences, their motivations sometimes inconsistent. 
 
Keywords: Consumer Behaviour, Video Games, Typology of Video Game Players 
 

Introduction 

 
For several decades, video games have systematically become an increasingly popular form of entertainment. An important 
element for gameplay is certainly the different motivations of gamers to play the game. The time devoted to gaming, 
psychographic features, preferences regarding games or the equipment used, are also of significance. On the other side, the 
gaming market is quite specific, as it is characterised by a strong diversification of products, and effective incentives, as 
users of a specific game require careful profiling in order to meet the expectations of players.  
 
Segmentation appears to be useful in this process, but research to date on players continues to be primarily focused on the 
US and Asian markets. The results obtained in this study were the basis for developing several proposals regarding the 
categorisation of players. The authors of this article have attempted to identify player segments on the example of Polish 
players within the context of the already existing general classifications and verify, whether the new trends or other 
classification of players exists due to growing experience of players as well as individual social capital. 
 
Theoretical basics – Segmentation in The Theory of Marketing 
 
The implementation of segmentation as a marketing strategy was proposed by Smith, describing segmentation as the 
perception of a market that is heterogeneous as smaller homogeneous markets (Smith, 1956, Tynan & Drayton 1987, Kotler 
& Keller 2012, Kotler & Armstrong 2016). The segmentation criterion may contain a set of characteristics related to 
demographic dimensions, economic, social, cultural, as well as to the life styles, attitude (VALS, AIO) or benefits sought 
when purchasing, the environmental values or the purchasing pattern (Dolnicar, Grün & Leisch, 2018). There are different 
approaches to the segmentation process itself- ex post or ex-ante (Allenby at al. 2002, Kotler & Keller 2012). On the video 
game market, segmentation can also be based on the division of video games, taking into account the wide range of criteria 
(Apperley, 2006; Filiciak, 2006; Khaleghi & Lugmayr 2012, Osathanunkul, 2015; Urbańska-Galanciak, 2009; Wolf, 2001, 
Eklund, 2015, Antunes & Santana, 2018).  
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Typology of video game players  

 
The need for segmentation of computer game users was noticed more than 20 years ago by gamer researchers (Bartle 1996, 
Williams, Yee & Coplan (2008), Griffiths, Davis & Chappell (2003), Szell and Thunner (2010). Bartle made as first the 
segmentation, Williams at al. studied the placement of advertisements in games and requirements regarding the placement 
of these ads from the perspective of software conditions. This indicates the need for practical knowledge about players in 
the area of marketing communication. Griffiths, Davis and Chappell (2003), also Williams, Yee and  Caplan (2008) break 
a certain stereotypical thinking about players demonstrate that players are largely an adult profile. Szell and Thunner (2010) 
explore the behavioural issues of game users, focusing on three types of social networks, and testing a number of hypotheses 
about social dynamics. The currently available literature, a number of player classifications can be found depending on the 
selected psychographic or behavioural criteria of the player (but also on the basis of product segmentation, i.e. the type of 
game). In addition, player segments are distinguished depending on personality type (Bateman & Boon, 2005), motivation 
for playing (Yee 2006), gaming style (Bartle 1996; Bateman, Lowenhaupt & Nacke, 2012), and emotions (Lazarro 2004) 
(Table 1).  

Table 1: Typology of video game players 

 

Model Bartle (1996) BrainHex (Nacke, 
Bateman & Mandryk, 
2014). 

Hexad (Tondello, 
2016).  

Bateman & Boon 
(2005) 

Types of 
players 

• achiever 
• killer 
• socialiser 
• explorer 

• seeker 
• socialiser 
• survivor 
• daredevil 
• mastermind 
• conqueror 
• achiever 

• philanthropist 
• socialiser 
• free spirit 
• achiever 
• disruptor 
• player 

• conqueror 
• manager 
• wanderer 
• participant 

Source: own elaboration based on Bartle (1996); Nacke, Bateman & Mandryk, 2014;Tondello 2016; Bateman & Boon (2005) 

 
Tuunanen and Hamari conducted a meta-analysis of publications on the typology of players. They analysed twelve articles 
published from 1996 to 2011 (table 2) and find out, that psychographic, behavioural and demographic criteria within the 
game were mainly considered. They mentioned an average of three to seven segments, and in the majority of the presented 
typologies, there is a player type focused on social relations, but quite often, there is also a type of player who is focused on 
his/her own benefits. 
 

Table 2: Comparison of selected player typologies 

 

Author(s) Year Basis for 

categorisation 

in the study  

Presented player types 

Bartle 1996 Behavioural Achieve, Killer, Socialiser, Explorer 
Leo, Whang, Lee 2004 Psychographic Single-oriented, Community-oriented, Off-real world 
Ip, Jacobs 2005 Behavioural Hardcore, Casual 
Williams et al. 2006 In-game 

demographic 
Group centrality, Size of the guild, Type of server, 
Faction 

Yee 2006, 2007 Psychographic Achievement, Social, Immersion 
Drachen et al. 2009 Behavioural Veteran, Solver, Pacifist, Runner 
Tseng 2010 Psychographic 

 
Aggressive, Social, Inactive 

Zackariasson et al.  2010 Psychographic Progress & provocation, Power & domination, 
Helping & support, Friends & collaboration, 
Exploration & fantasy, Story & escapism 

Hamari, 
Lehdonvirta 

2010 Behavioural For example, character levels and classes 

Stewart 2011 Behavioural, 
Psychographic 
 

Guardian/Achiever, Rational/Explorer, 
Idealist/Socialiser, Artisan/Killer, Conqueror, 
Wanderer, Manager, Participant, Hardcore, Casual 

Kallio et al. 2011 Behavioural Social mentalities, Casual mentalities, Committed 
mentalities 

Source: Janne Tuunanen, Juho Hamari, 2012, Meta-synthesis of player typologies, Proceedings of DiGRA Nordic 2012 Conference: 

Local and Global - Games in Culture and Society. 
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In light of the conducted reviews among world literature, the thesis arises that in Polish players, the same categories of 
gamers can be identified as in the results of global research. The cited typology of players encourages formulating the 
following research questions, whether among Polish players, identical or similar archetypes of players be found and it there 
are other, less explicit than the previously identified categories of players? And if so, by what are they guided, what needs 
do they satisfy?  
 
The above questions were the starting point for formulating the following hypotheses:  
H1 - Among video games players one may find gamers not classified by criteria used in so far conducted scientific research 
H2 - There is a group of ‘lost’ players for whom excessive involvement may have adverse effects. 
 
Research Methodology 
 
In order to identify the segments of players, an online survey among computer game players was conducted. The 
questionnaire was made available on thematic Facebook groups. The study comprised 2,527 respondents, 92% of them 
being men, and 8% women. After verification of quality of questionnaires 2,497 questionnaires were further analysed. The 
sample is dominated by men, which is consistent with other studies, such as the study "Mature Player Phenomenon" (Norstat, 
2018) or #jestemgraczem [Eng. #Iamaplayer] (Ipsos, 2014). Slightly more than 60% of the respondents were under the age 
of 20, almost 60% were students. The survey is not representative. Purposeful selection was followed, the criterion for 
participation in the study was that a given person is a player. The basis for formulating the list of gaming motives was a 
questionnaire developed by Demetrovics et al. (2011). It allows to identify seven basic motives guiding players. These are: 
social, escape, competition, coping, skill development, fantasy and recreation. The study was conducted among Polish 
players, comparing them to the results obtained for players from other countries (e.g. Bateman, Lowenhaupt and Nacke, 
2012). As in the research conducted among players from almost all over the world, those participating in the study in Poland, 
also played every day.  
 
In the test procedure, factor analysis was carried out successively and then, the k-means method was used to select segments. 
Cronbach's alpha value in scale reliability assessment was 0.827, which confirms the validity of factor analysis. KMO 
value=0.884, Bartlett’s test of sphericity=11,223.635, sf=136, p<0.00. The extracted factors explain 54% of the variance. 
The main components were separated as a result of six iterations using the Varimax method with Kaiser normalisation.  
 

Research Results 

 

Player segmentation based on motives for gaming 
 

The four factors determining players were selected on the basis of the research: recreation and entertainment, the need to 
compete, the puzzles solving, the need to be in an alternative reality (Tab. 3). 
 

Table 3: Factors motivating gamers 

 

 Factors 
 Entertainment Competition Puzzles Alter-reality 
I play to relax 0.800    
I play for fun 0.747    
I play to cope with stress 0.722    
I play to socialise 0.432    
I play to ‘kill’ time 0.468    
I play because I like competition  0.786   
I play to achieve mastery  0.758   
the score board displayed at the end of the 
game is important for me 

 0.710   

I play because I like spatial puzzles   0.823  
I like to solve word puzzles during the game   0.802  
I like to learn through trial-and-error during 
the game 

  0.628  

I like to help other players   0.404  

the possibility to create a detailed 
personalisation of my avatar/hero is 
important to me 

   0.748 
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achievements possible to reach are important 
to me 

   0.609 

I like to be present in a virtual world    0.582 
 I like the realistic projection of the game 
world 

   0.545 

Being in accordance with the game rules is 
important to me 

   0.405 

Source: own elaboration based on research results  

 
The performed k-means cluster analysis made it possible to distinguish five segments (table 4). ‘Virtual code crackers’ are 
a type of players who can be compared to social activists, casual players and collaborators. Players ‘immersed in an alter-
reality’ are a group for which highly immersive experiences, history, escapism and exploration of the game world are 
important. ‘Intellectuals-brain rackers’ are players focused on achievement and exploration. ‘Competitors-sportspersons’ 
have their counterparts in the groups of killers, conquerors and those for whom progress is important.  
 
The segments identified in terms of their motives are partially similar to the typology of players indicated by other 
researchers - Bartle (1996) or Yee (2006), however, the segment called ‘the lost’ seems to be a novelty in terms of any of 
the distinguished factors. At the same time, it comprises a relatively large group of players (20% of the respondents). This 
leads to a need of closer identification of the members of this segment in terms of other variables. It may be assumed that 
they are looking for ways to meet the needs of relaxation, entertainment or competition other than those mentioned, or 
people for whom gaming has become a habit, ceasing to be a form of entertainment.  
 

Table 4: Clusters distinguished via the k-means method 

 

Factors 

Clusters 
Competitors 

– Virtual 

code 

crackers 

Immerged 

in alter-

reality 

world  

Intellectuals 

– Brain 

rackers 

Competitors - 

Sportspersons 
The lost 

Entertainment -.15142 .32697 .47456 .63199 -1.42951 
Competition .66309 -.69578 -.69769 .75084 -.19338 
Puzzles .89052 -.61629 .99867 -.59051 -.37395 
Alter-reality .65979 .86645 -.58280 -.53456 -.54411 
      
Number of units 494 549 413 576 465 
Share in trial structure in 

% 
20 22 17 23 19 

Source: own elaboration based on research results  

 
Regardless of the segment, all players most often play daily, however, the indication of the frequency of playing in each 
segment varies. People from the players-sportspersons segment most often play every day, several times a week - people 
from the “immersed in another world” segment dominate, several times a month, and less than once a month or once a week 
- intellectuals-brain rackers. Competitors-virtual code crackers - are mostly aged 16-20 or 21-25, with secondary or junior 
high education, mainly studying or studying and working. Immersed in an alter-reality - these are people mostly aged 16-
20 or 21-25, with secondary, higher or junior high education, most often studying or working. Intellectuals-brain rackers – 
are most often aged 16-20 or 21-25, having secondary or higher education, studying or working. Competitors-sportspersons 
- most often people aged 16-20 or 21-25, with secondary or junior high-school education, studying or studying and working. 
The lost - people mostly aged 16-20 or to 15, with secondary or primary school education, who study or study and work. 
Playing on a PC or laptop was most often indicated by respondents from the player segment - sportspersons, on a stationary 
or portable console - usually by those immersed in another world, while on a phone or tablet - the lost. Interesting conclusions 
regarding the typology of players are achieve by answering the question about the preferred game mode. Multiplayer games 
are most often chosen by ‘competitors-sportspersons’, while single-player games were indicated by representatives of the 
segment "immersed in an alter-reality". Among the people who prefer purchasing games in a digital form, the most common 
are ‘competitors-sportspersons’ segment. The preferred purchase of a boxed game was most often indicated by players from 
the 'immersed in an alter-reality’ segment. Among people who do not buy games at all, 25% were representatives of ‘the 
lost’ segment. When analysing the segment type and the preferred form of presenting the world, it can be noticed that  the 
highest averages were for the fantasy and apocalyptic world, the lowest for the fairy-tale and futuristic worlds. However, 
the observed high values of the standard deviation indicate significant diversification of players' preferences. The reflection 
is that the players within the segment are also a quite diverse group, and if they share their motives for playing, in assessing 
the preferred form of the world, they are characterized by different attitudes. Age seems to be a feature that can differentiate 
representatives within a segment.  
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Discussion of Results  

 
Along with the growing interest in games, many researchers have undertaken the issue of player segmentation, seeing in it 
cognitive potential both for game developers and for experts in other sciences - psychology or sociology. Depending on the 
adopted criteria, they selected several segments, among which, referring to the results presented in Table 1, recurring 
categories of players may be noticed. They include, among others, players (referred to in some studies as conquerors or 
achievement players), including socialisers (participants) and explorers (seekers); however, such comparisons should be 
approached with some caution. As Bateman, Lowenhaupt, and Necke (2012) note, when it comes to comparing with Bartle's 
types, Yee reports that the Bartle's socialiser type combines Yee's social motivations and role-playing (with relationships 
and teamwork as further social motivations). And Bartle's types of conqueror and killer seemed to overlap with the context 
of promotion and competition of the year motivations, suggesting they were not separate types. It is also worth noting that 
the BrainHex and Hexad segmentations come from 2014 and 2016, and distinguish a larger number of segments than in 
previous studies. This would indicate the progressive diversification of players and more and more precise and better 
identification of the satisfied needs of game participants, and thus, more accurate segmentation. This, in turn, gives rise to 
rationale for game developers to try and differentiate game elements/options more to attract different players. Then, not only 
the game itself would be enriched, but also the community of players - a new added value would be created for players who 
are looking for various emotions and to satisfy them they enter (or can enter) into more complex relationships with players. 
In the cited research from outside Poland, the presence of people such as escapees or managers in the gaming communities 
are indicated. However, these segments did not appear in all of the cited world studies. They were also undetectable in 
surveys among Polish players. Analysis of the results of the survey conducted among Polish players allowed for the 
identification of five segments. Comparison of the described segments with the classifications provided by other authors 
allows to indicate the presence of certain common categories of players. Among Polish players, competitors or mental 
players interested in intellectual entertainment can be identified, but there are also other types of players who did not appear 
in the cited studies. They include those ‘immersed in an alter-reality’ and ‘the lost’. This is an interesting result distinguishing 
research in the area of player segmentation. The most surprising group are ‘the lost’ players, who cannot be clearly classified 
into the recognised segments. In previous studies, the presence of these players was not indicated - especially in such a large 
representation. These players do not show any specific preferences and their motivations are ambiguous. From the point of 
view of segmentation, this is a quite problematic group, especially within the context of the positioning strategy. This group 
is definitely less entertainment-oriented than the remaining segments, and also, emphasizes the virtual nature of the world 
of players to a lesser extent. Perhaps they are seekers with a relatively low level of game immersion, hence, the lack of clear 
distinguishing features. Demographic analysis shows that there are also Gen Z players, gathering experience and, at the 
same time, more critical of the world around them. The conducted study was mainly related to the description of players 
through the prism of psychographic and behavioural features, and due to the lack of a clear pattern of behaviour among ‘the 
lost’ players, it is justified to further deepen research among this group using other, modified research tools. In the study, 
‘philanthropists’ or ‘social activists’ were not noted among Polish players. Quoting Bartle (2005) and Mazurkiewicz (2016), 
the social player (socialiser, hearts) treats participation in the game mainly as an opportunity to meet other players. The 
game should enable him or her to meet new people, converse, establish contact and relationship with them. S/he derives 
more satisfaction from helping other players reach achievements than from winning rewards for him/herself. This player is 
very cooperative, s/he forms alliances without any problems and very quickly, motivated by all tasks based on cooperation, 
support and helping others. Victory may be completely irrelevant and the objective goal of the game never achieved, so that 
the social player does not quit the game. The load values obtained as a result of factor analysis for the variables identifying 
the socialiser criterion were low and were included in other factors, the loads describing other characteristics being stronger. 
This leads to another question - what prevents Polish players from demonstrating segments characteristic of other gaming 
communities? It can be assumed that the causes may be perceived from a much broader, sociological context, being a 
derivative of the low level of social capital of the players along or -with a higher propensity for individualism. Czapiński 
(2008) indicates in his research on social capital the presence of low social capital with simultaneously higher and increasing 
individual human capital (investing in oneself, health, competences and mental well-being). One can find research in which 
the development of social capital is indicated among online game players (Molyneux, Vasudevan, Keeton & de Zúñiga 
2015). Without prejudging - this seems to be an interesting research direction for future research - identification of the 
relationship between social capital and multiplayer games. Perhaps the current state is a reflection of certain social states or 
processes, players in the virtual world reflecting them. 
 
Conclusion 
 
The transnational nature of virtual games means that segmentation may also become transnational, which in turn, will allow 
global producers to better match and position products. Research by Lee, Such, Kim and Lee (2004) aimed to create a tool 
for transnational segmentation, therefore it is advisable to continue research and follow changes in player behaviour and the 
formation of new attitudes. This is all the more so, as typologies such as that proposed Bartle should be understood as an 
archetypal categorisation. It may be particularly interesting to confront the obtained research results with the classifications 
created so far and to deepen research in the future through considering the characteristics presented by other authors. 
Researchers such as Bateman, Lowenhaupt & Nacke (2011) point to the possibility of using the tool for identifying a player's 
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personality, Myers-Briggs type indicator, for better recognition of players. Such research based on personality was already 
conducted by San-Martín, Jimenez, Camarero & San-José for analysing the relationship between personality and buying 
products connected with games (2020). Their studies show that neuroticism, extraversion, and agreeableness determine the 
gaming self-efficacy that is transferred to online shopping self-efficacy and finally to the online purchase of game-related 
products. These insights provide interesting managerial implications that could affect video game marketing. 
 
Limitations and directions for further research 

 
As with any non-random study sample, there are some limitations in interpreting the obtained results. The study was 
conducted on a large sample, but it was not randomly generated. Nevertheless, when comparing the obtained results with 
others, similarities can be noticed, which indicates some possibilities for careful generalisation of the results. It also seems 
significant to better recognise individual segments, taking into account other product attributes or player motives. It is 
possible to notice a gradual development of groups of people with very specific needs, for whom the offered products should 
be adjusted to a greater extent. It is also worth confronting the types of segments with the personality traits of players. The 
above suggestions are based on the fact that games have a number of different functions and can be used for the development 
of specific social tendencies as well as individual competences in the field of strategic planning.  
 
Concluding, the cited literature and empirical research allow to define further directions of research, those being:  
 
- deepening the segmentation of players and recognising players’ motives;  
- developing more and more perfect tools for identifying players and developing products/games with elements increasing 
gaming satisfaction, also with the implementation of neuromarketing methods;  
- recognising the possibilities and limitations regarding the development of player competences within areas useful in 
professional work, e.g. in the area of cooperation, pursuit of a goal or supporting other team members; 
- although it has not been the subject of the authors' research, it also seems important to recognise the impact of games on 
the development of young players, in particular, influence on their social and emotional maturity; 
-although demographic variables were not in the area of discussion in the article, it seems to be create typology of women 
as players and confront with other research results. 
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Abstract 

 
Medical personnel, working in hospitals, are highly exposed to organizational terrorism in the recent years. Organizational 

terrorism may be an inward factor i.e., terrorism within the hospital (internal conflicts, administration-related workers, conflicts 

among different workers and against the organization) or external terrorism from third parties. In case of a medical failure and 

the patient dies, the doctor is threatened, manhandled or killed, at times. These crimes are increasingly reported not only in Iraq, 

but across the globe. The analysis of this paper was done using the statistical package for social sciences (IBM SPSS V. 25) for 

both descriptive and inferential statistics, and (SmartPLS 3.2.7) for SEM-PLS modeling. 

 

Keywords: Organizational Terrorism, Psychological Tension. 

Introduction 

Terrorism has been a critical issue to be handled and it is prevalently found in most of the countries across the globe. Terrorism 

became a universal concept and resulted in the formation of a new negative intellectual philosophy which moved from terrorist 

organizations and started spreading its influence on business organizations, which is otherwise termed as ‘organizational 

terrorism’. Being a new negative concept added to the concepts of organizational behavior, organizational terrorism negatively 

affects the functions of organizations. So, it must be investigated on a large scale in order to define the most influential dimensions 

of an organization which are represented in the procedures issued by any of its members that involve a group of personal actions 

to impose his own or his organization's agenda, undermine the well-being, growth of the organization and lose its independence 

in the long run (Caldwell & Canuto-Carranco, 2010). 

Psychological tension makes the members of the organization suffer from distress and discomfort, affects their behavior and 

provide a weak experience. The current research paper intends to identify the concept of organizational terrorism and 

psychological tension, measure the rate of psychological tension among workers due to organizational terrorism, and identify the 

relationship between organizational terrorism and psychological tension. The current research work is highly important since it 

can provide an effective tool for organizations that experience organizational terrorism and psychological tension, reveal its 

subtypes, and find out the most influential dimension of organizational terrorism which increase the psychological tension in 

organizations. The paper also aims at increasing the awareness about the dangers brought by organizational terrorism. Because 

it has the ability to destabilize the organization, and increase negative behaviors. So the current paper also provide suggestions 

on how to deal with it with full awareness on the seriousness of psychological tension. 

Organizational Terrorism 

Caldwell & Canuto-Carranco (2010) detailed that the main goal of organizational terrorism is to manipulate and control others. 

The authors further mentioned that this concept is a logical and rational strategy using which one of the leadership parties tries 

to impose their will upon the rest of employees in order to increase his or her influence, strengthen their base and achieve personal 

goals or the goals of the entity i.e., the partisan to which he or she belongs. Researchers Roberts et al., (2012) cited that 

organizational terrorism is implemented by few methods such as intimidation upon employees through violence or threats to 

bring social, ethnic, political, and religious changes within the organization. At most of the times, these changes are not desirable 

by the employees. However, such changes brought are intended to meet the goals of the organization or entity where the 
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organizational terrorism is imposed. Mayntz (2004) mentioned that leaders who impose their ideas and directions of their parties 

in the organization tend to justify their behavior through self-delusion. This behavioral aspect results in isolating themselves from 

the moral rules that were once considered as a restriction for their terrorist actions. Few research studies conducted earlier Haimes, 

(2002) discussed that the concept of organizational terrorism induce a series of consequences such as mitigated organizational 

effectiveness, reduction in organizational confidence, destruction of relationships among the workers in organization, 

communication gap with other organizations, job dissatisfaction among the employees, high turnaround rates, reduction in the 

quality of work and decline in organizational wealth. Organizational terrorism also results in high rates of negative behavior by 

some groups, who are backed by leaders, against other groups within the same organization. This destructive phenomenon leads 

to a stage where the organization faces organizational collapse and becomes a defective organization.  

Psychological Tension 

Hassan (2008) mentioned that psychological tension is a natural physical response to danger. Persistent stress leads to the 

destruction of body and weakens its immunity. Modern science realized this phenomenon through complex neurological and 

chemical mechanisms that accompany tension. Grimm (1961) believed that the nature of modern life which is full of turmoil, 

conflict and work pressure, it has become a new norm and inherent for an individual to face psychological tension throughout 

his life. This might be due to environmental factors that surround him, factors that exist at his work place, and work that strains 

the individual. Tension is a reaction to an unwilling event that is expected to happen and it causes fear. The individual who 

possesses the psychological tension may reflect on his behavior and makes him unable to deal with his external environment or 

adapt to his current work. Li et al (2017) indicated that psychological tension represents a natural part of body's functions. It is 

impossible to avoid and when exposed to high psychological tensions on a continuous manner in work environment, it reduces 

the resistance of an individual. It further results in hardening of his or her cognitive processes who may fall ill later. According 

to Obara & Iwama, (2005) psychological stress can be defined as a psychological state that results from an inability to achieve 

goals or due to an internal conflict between the individual and his environment where he works. Due to high expectations and 

perceptions about the work, in addition to his feelings, he gets exposed to pressure. If the pressure is more than one’s 

susceptibility, it may result in the emergence of a set of behavioral responses. These responses that occur in a tensed individual 

are nothing but physiological response expressed through pain, lack of focus, absent-mindedness or emergence of a psychological 

response such as insomnia and fear. that psychological tension is a psychological, emotional, mental and biological phenomenon 

that occurs due to lack of satisfaction with needs. This eventually leads to feeling of threat, turmoil, nervousness, and increased 

sensitivity. The individual tend to not adapt to his environment and his disordered behavior gets reflected on others too.  

Methodology  

Measures 

After reviewing several studies, the scale was developed and the research measures are listed in table 1. The study used 5-point 

Likert scale.  

Table 1: Research measures 

Variables Dimensions  Question (v) References  

organizational terrorism 

(independent) 

External terrorism v1-v9 (Al-Saadi & Al-Shaheen, 

2016) Internal terrorism v10-v22 

Terrorism of the administration 

towards the workers 

v23-v48 

Terrorism among workers v49-v61 

Terrorism against the organization v62-v74 

Psychological Tension 

(Dependent) 

Physiological field v75-v83 (Thanoon & Sultan, 

2011) The mental field v84-v91 

Emotional field v92-v103 
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Research Hypothesis 

First main hypothesis: There is a significant relationship of influence between organizational terrorism and psychological 

tension. 

The main hypothesis has several sub-hypotheses as listed herewith 

 

1. The first sub-hypothesis: There is a significant relationship of influence between external terrorism and psychological 

tension. 

2. The second sub-hypothesis: There is a significant relationship of influence between internal terrorism and psychological 

tension. 

3. The third sub-hypothesis: There is a significant relationship of influence between the administration's terrorism of workers 

and psychological tension. 

4. The fourth sub-hypothesis: There is a significant relationship of influence between terrorism among workers and 

psychological tension. 

5. The fifth hypothesis: There is a significant relationship of influence between terrorism against the organization and 

psychological tension. 

 

Society and Research Sample 

Imam Hussain Medical City was chosen as the study field to apply the research ideas practically. By random sampling method, 

the participants were chosen and the data was collected. The samples include a group of employees working in all the departments 

of the hospital. The sample was chosen accurately and the questionnaire was distributed via email. Further personal meetings 

were also conducted with the selected participants. The sample size was fixed at 463.  

Results 

The current section of this research article discusses the results from data analysis. Statistical Package for Social Sciences (IBM 

SPSS V. 25) was used to analyse the data for this research work in terms of both descriptive and inferential statistics whereas 

SmartPLS (3.2.7) was used for SEM-PLS modelling. The first section deals about preliminary analysis of the data which includes 

screening for missing data, finding outliers, and investigating method common bias. Section two provides some descriptive 

statistics and bivariate correlations among the constructs. In section three, the application of PLS-SEM is presented in seven 

stages, specifying the structural mode and measurement model, data collection and examination, path model estimation, assessing 

the measurement model, assessing the structural model, and interpretation of the results and finally drawing conclusions.  

Data Preliminary Examination 
 

Preliminary examination of data is important in quantitative research, especially when using SEM in data analysis (Hair etal., 

2017). Sue and Ritter (2012) stated that the collected data should be screened and cleaned from errors and incomplete answers. 

Missing data is a common problem in behavioural (Schlomer etal., 2010) and social science studies (Hair etal., 2017). Missing 

data occurs when participants leave one or more questions unanswered in the questionnaire (Sekaran & Bougie, 2016). In the 

current study, 364 responses were submitted by the respondents. The online survey questions were designed in such a way that 

all the questions should be mandatorily answered without which the questionnaire could not be submitted. Thus, the submitted 

responses did not include any missing data. A typical example of unreasonable answers is outliers, which occur when one 

response is excessively different from other responses (Sekaran & Bougie, 2016). Hair, Black et al. (2014) defined ‘outliers’ as 

cases with unusual values (either too low or too high values) that differentiate these cases from others. Detection of outliers 

entails the identification of cases with different values that are either extremely low or extremely high (Sarstedt & Mooi, 2014). 

These types of outliers can be identified using minimum and maximum values and graphs.  

 

Common method bias occurs when the collected responses provide the instrument design results rather than reflecting the 

perspectives of the participants. Method bias is a measurement error that affects the validity of findings of the study (MacKenzie& 

Podsakoff, 2012). It can be detected by running Harman’s single-factor test, which is commonly used by researchers. 
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Table 2: Results of Harman's single-factor test 

 

Total Variance Explained 

Component 
Initial Eigenvalues Extraction Sums of Squared Loadings 

Total % of Variance Cumulative % Total % of Variance Cumulative % 

1 6.700 6.505 6.505 6.700 6.505 6.505 

2 4.498 4.367 10.872    

3 3.247 3.153 14.025    

4 3.118 3.027 17.052    

5 2.709 2.630 19.682    

The percentage of the factor’s explained variance determines whether bias is present or not. If the cumulative explained variance 

of the factor is less than 50%, then common method bias does not affect the data. Table (2) indicates that there is no impact of 

common method bias upon the data, since the total variance of the factor is about 6.5% which is less than the 50% threshold. 

 

Descriptive Statistics 

According to Chen et al. (2010), the importance levels from Relative Importance Index (RII) are derived as follows. 

 

Table 3: Importance levels 

Importance Levels Abbreviation Range 

High  H 0.8 < RII < 1.0 

High-Medium  H-M 0.6 < RII < 0.8 

Medium  M 0.4 < RII < 0.6 

Medium-Low  M-L 0.2 < RII < 0.4 

Low  L 0.0 < RII < 0.2 

The results of Relative Importance Index are reported in table 3 along with corresponding ranks and their importance level. It is 

evident from the ranking table that seven items were identified as ‘High’ importance levels which are considered to be prime 

importance for the selection of its constructs. These ‘High’ importance indicators had RII in the range of 0.852–0.803. The results 

also shows that 95 items were identified as ‘High-Medium’ importance levels which are considered to be secondary importance 

for the selection of its constructs. These ‘High-Medium’ importance indicators had RII in the range of 0.796–0.611. One item 

was identified as ‘Medium’ importance level which is considered to be a third priority for the selection of its constructs. This 

‘Medium’ importance indicator had a RII value of 0.590. 

Table 4: Descriptive statistics and correlations for dimensions of organizational terrorism 

No. Constructs  1 2 3 4 5 

1 External Terrorism 
Pearson Correlation 1 .352** -.391** .255** .272** 

Sig. (2-tailed)  .000 .000 .000 .000 

2 Internal Terrorism 
Pearson Correlation  1 -.308** .038 .343** 

Sig. (2-tailed)   .000 .470 .000 

3 
Terrorism of the 

Administration for Workers 

Pearson Correlation   1 .091 -.289** 

Sig. (2-tailed)    .084 .000 

4 Terrorism among Workers 
Pearson Correlation    1 -.055 

Sig. (2-tailed)     .294 

5 
Terrorism against the 

Organization 

Pearson Correlation     1 

Sig. (2-tailed)      

Mean 3.4538 3.6040 3.4771 3.5781 3.6414 
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SD .75394 .81001 .78099 .55750 .89103 

Table (4) shows the descriptive statistics of the variables. The results of means and standard deviations are as follows; for External 

Terrorism �� = 3.45, 	
 = .754�, for Internal Terrorism �� = 3.60, 	
 = .810�, for Terrorism of the Administration for 

Workers �� = 3.48, 	
 = .781�, for Terrorism among Workers �� = 3.58, 	
 = .558�, and finally for Terrorism against the 

Organization �� = 3.64, 	
 = .891�. 

Table 5: Descriptive statistics and correlations for the dimensions of psychological tension 

No. Constructs 1 2 3 

1 Physiological Field 
Pearson Correlation 1 -.183** -.258** 

Sig. (2-tailed)  .000 .000 

2 Mental Field 
Pearson Correlation  1 .380** 

Sig. (2-tailed)   .000 

3 Emotional Field 
Pearson Correlation   1 

Sig. (2-tailed)    

Mean 3.9824 3.5818 3.3260 

SD .70021 .77815 .78121 

Table (5) shows the descriptive statistics and correlations for dimensions of psychological tension. The results of means and 

standard deviations are as follows; for Physiological Field �� = 3.98, 	
 = .700�, for Mental Field �� = 3.58, 	
 = .778�, 
and finally for Emotional Field �� = 3.33, 	
 = .781�. 
 

Structural Equation Modeling 
 

SEM is a broad strategy to test hypotheses and to find out the relationship between exogenous and endogenous variables. Partial 

Least Square analysis of SEM (PLS-SEM) was performed in this study.  

 
Fig. 1: Systematic procedure for the application of PLS-SEM 

Source: Hair et al. (2017) 

The following sections illustrate the application of PLS-SEM in seven stages. These stages were identified by Hair et al. (2016). 

Figure (1) shows different stages in the application of PLS-SEM. The first stage is concerned with specifying the structural 

model, while the second stage is about defining the measurement models whereas the third stage focuses on collection and 

examination of data. The fourth stage involves PLS path model estimation, while the fifth stage assesses the results of the 

measurement model. The sixth stage assesses the results of the structural model. In the final stage, the final interpretations are 

made from the results and the conclusions are drawn. 
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Fig 2. Output Loading Factor Research Model 

The structural model illustrates the relationships among the factors. The measurement models, which are also known as outer 

models, describe the relationships among the constructs and its own variables. The model is estimated as shown in the figures, 

2-3. 

 

Fig 3. Path coefficints with corresponding p-values 
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Assessment of Measurements Model 
 

The assessment of reflective measurement models in PLS-SEM requires the evaluation of internal consistency reliability, 

convergent validity and discriminant validity. 

Internal Reliability and Validity 

Internal consistency reliability examines whether all the indicators, associated with a construct, are actually measuring it or not. 

There are different ways to measure this internal consistency while Cronbach’s alpha, a statistical measure, is the most commonly 

used measure. Cronbach’s alpha provides an average correlation among all the indicators that belong to one construct. Despite 

its popularity, Cronbach’s alpha is criticized for assuming that all the indicators have equal outer loadings. Further, the number 

of indicators influences the calculation of Cronbach’s alpha in which fewer items produce less value, especially in scales with 

items less than 10 (Hair et al., 2016). Composite reliability measures the internal consistency by considering that each indicator 

has a different outer loading. 

 
Table 6: Reliability and validity of measurement model analysis 

 

Construct 
Composite 

Reliability 

Average Variance 

Extracted (AVE) 

External Terrorism X1 0.777 0.335 

Internal Terrorism X2 0.71 0.38 

Terrorism of the Administration for Workers X3 0.72 0.341 

Terrorism among Workers X4 0.691 0.312 

Terrorism against the Organization X5 0.811 0.423 

Physiological Field Y1 0.703 0.332 

Mental Field Y2 0.701 0.325 

Emotional Field Y3 0.718 0.302 

 

According to the literature (Hair et al., 2011; Garson, 2016), the reliability of each construct was assessed using the calculations 

provided in SmartPLS. The results, shown in table (6), show that all the constructs had a reliability (Composite Reliability) score 

of approximately or more than 0.70. In general, the required limit for AVE is 0.5. But according to Fornell and Larcker,1981) 

when AVE is less than 0.5 and if composite reliability is higher than 0.6, then the convergent validity of the construct still remains 

adequate (Lam, 2012).  

Table 7 shows outer loadings for items of each construct. For all reflective measurements, some values were under the threshold 

value of 0.7. However, the items with loadings higher than 0.4 (Hair et al., 2017) were retained as per the literature. The items, 

with loadings less than 0.4, were removed. 

Table 7: Item loading 

Scale V items N 

X1 

1 Some members of the organization were exposed to cases (threat, 

kidnapping, killing, displacement, ...) 

0.571 

2 The activities of specialized and professional terrorist organizations reflect 

their harmful repercussions on the organization's performance  

0.644 

3 Terrorism, motivated by international, political and religious motives, 

creates hostile behavior for the organization's workers 

0.461 
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5 The organization fails to attract and attract the necessary human resources 

due to its presence in a turbulent or hot environment 

0.54 

6 The organization was forced to curtail some of its scientific and training 

activities due to the concerns it entails  

0.57 

8 State attention is focused on countering terrorism at the expense of interest 

in the primacy of the health sector  

0.678 

9 Some government laws, decisions, legislations and instructions pose a threat 

to the job security of workers  

0.561 

X2 

10 Various departments feel the need for coercive methods to impose order and 

smooth work 

0.561 

11 Workers are forced to perform tasks that may not correspond to their desires 

at any moment 

0.611 

12 The organization has preparations to cope with the unexpected consequences 

of a threat 

0.641 

14 Management avoids engaging workers in the decision-making process 0.65 

X3 

23 The administration ignores the feelings of employees who are exposed to 

various threats 

0.545  

25 The administration exploits the power to achieve its functional goal 0.578 

44 The administration does not observe the controls when commissioning in 

various leadership and administrative positions  

0.657 

45 Some of the sanctions imposed by the administration, even if they are 

organizational, only carry intentional hostile behavior 

0.503 

46 The administration exerts intense pressure on workers to achieve a specific 

purpose 

0.625 

X4 

51 Some workers drink alcohol and drugs in the organization 0.589 

57 It is noted that there is a conflict (sometimes hidden) between workers to 

obtain positions at the expense of controls and standards  

0.434 

58 Workers fear change because it does not provide a clear picture of the future 0.559 

59 Workers feel that their roles have been forfeited by the new organizational 

change because it will put them at the mercy of the new circumstances 

0.56 

60 Some of the employees close to the administration exercise superiority in 

dealing with others 

0.631 

X5 

65 The organization is losing some of its investment opportunities because it is 

located in an area considered hot or turbulent 

0.786 

66 The organization's leadership is under threat to replace it 0.757 

67 The organization is under threat to undermine public confidence in it 0.534 

68 The organization declared a state of emergency due to external threats  0.66 

69 The organization's activities conflict with the societal, political, and ethnic 

values prevailing in its environment 

0.567 

71 The organization's officials and decision-makers surround themselves and 

their actions in strict secrecy 

0.554 

Y1 

75 My heart beats badly when faced with difficult and surprising situations 0.501 

76 I sweat a lot when I get into a fight 0.59 

77 I feel tired while doing work 0.795 

78 I feel dry throat and pharynx when I do the work entrusted to me 0.455 

83 I feel pressure in my head as if it would explode when I made a mistake 

while doing the job 

0.473 

Y2 

85 I can remember the events and situations that occurred previously during the 

implementation of the duty 

0.483 

86 Lose the ability to focus while performing difficult tasks 0.492 

87 I can visualize what might happen while performing combat missions 0.493 

88 I find it difficult to focus attention when doing my homework 0.673 
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91 I can focus my attention even while I'm doing my homework 0.672 

Y3 

94 I feel uneasy before performing the task assigned to it 0.46 

96 I feel bad when those responsible blame me for the wrong things 0.45 

98 Biting my nails or lips when I pass into stressful situations 0.544 

100 I feel overreacted to my emergency variables 0.658 

102 I lose control of myself when I am nervous 0.53 

103 I cannot mute my anger when I am pressured while working 0.623 

 

Discriminant Validity 

Discriminant validity examines how much a construct differs from other constructs. Discriminant validity is usually established 

by examining cross-loadings or using Fornell-Larcker criterion. According to a recent study, it was found that the aforementioned 

methods cannot be used as reliable ways to establish discriminant validity. To overcome the shortcoming of cross-loadings and 

Fornell-Larcker criterion, researchers should assess the Hetrotrait - Monotrait ratio (HTMT). 

Table 8: HTMT values 

 

Items Y3 X1 X2 Y2 Y1 X5 X4 X3 

Y3         

X1 0.432        

X2 0.47 0.648       

Y2 0.728 0.292 0.328      

Y1 0.537 0.261 0.304 0.516     

X5 0.575 0.424 0.599 0.551 0.448    

X4 0.505 0.747 0.509 0.45 0.392 0.448   

X3 0.498 0.659 0.624 0.388 0.279 0.466 0.506  

 

HTMT value should be less than 0.90, if the constructs in the model are conceptually very similar whereas it should be less than 

0.85, if the constructs in the model are conceptually different. Following these guidelines, all the constructs were found to have 

less HTMT values than the defined threshold. Table (8) presents the HTMT values of the constructs. 

Structural Model Assessment 
 

Structural model, also known as inner model, refers to the relationships among the constructs themselves. Its assessment includes 

the evaluation of relationships among the constructs in the model. The researchers provided guidelines for evaluating and 

reporting the structural model, including collinearity, path coefficients, coefficient of determination (R2), Effect Size (f²), and 

Predictive Relevance (Q2). 

Collinearity 

Collinearity occurs when there is a high correlation between two constructs and it produces interpretation issues (Hair etal., 

2017). If more than two constructs are involved, it refers to multicollinearity. Since there is only one endogenous variable used, 

no such problem exists in this work.  

Path Coefficients 

Path coefficients refer to the estimates of relationships between the model’s constructs (Hair etal., 2014). Figure (4) shows the 

model path coefficients associated with t-statistics and p-values. It can be observed that Organizational Terrorism has 

statistically significant effect on Psychological Tension; since � = 0.377, t = 7.56, P ≤ 0.001. In detail, External Terrorism 
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had statistically significant effect on Psychological Tension; since � = 0.134, t = 7.99, P ≤ 0.001, then H1 is confirmed. 

Further, Internal Terrorism had a statistically significant effect on Psychological Tension; Since � = 0.076, t = 6.24, P ≤
0.001, H2 is confirmed. Terrorism of the Administration for Workers had a statistically significant effect on Psychological 

Tension; Since � = 0.083, t = 6.30, P ≤ 0.001, H3 is confirmed. Terrorism among workers had a statistically significant 

effect on Psychological Tension; Since � = 0.077, t = 5.50, P ≤ 0.001, H4 is confirmed. Finally, Terrorism against the 

Organization had a statistically significant effect on Psychological Tension; Since � = 0.174, t = 5.78, P ≤ 0.001, H5 is 

confirmed. 

 
Fig. 4: Model path coefficients 

 

Coefficient of determination 

Coefficient of determination (��) refers to the effect of independent variables on dependent latent variables. Chin (1998) 

suggested that �� values with 0.19, 0.33, or 0.67 are low, moderate, or high, respectively. The results of R Square are reported 

in table (10). If the R-Square of the model is equal to 0.14, then it denotes that about 14% of the variation in psychological tension 

can be explained by variation in organizational terrorism. 

 

Table 10: R Square and Associated R-Square Adjusted 

 

Items R Square R Square Adjusted Explained size 

Emotional Field 0.662 0.661 Moderate  

Mental Field 0.563 0.562 Moderate  

Organizational Terrorism 1 1 - 

Physiological Field 0.452 0.45 Moderate 
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Psychological Tension 0.142 0.14 Low 

 

 

Effect Size (��) 

�� effect size is a measure of impact of endogenous construct when an exogenous construct is removed from the model. A 

construct is considered to have a small effect, if its �� value is between 0.02 and 0.14, while it is considered to have a medium 

effect, if its �� value is between 0.15 and 0.34, and a large effect if its �� value ≥ 0.35. Table (11) presents the �� effect size of 

the constructs. The results illustrate that all the constructs have medium to large effects.  

Table 11: f² Effect Size 

 

Items 
Emotional 

Field 

Mental 

Field 

Organizational 

Terrorism 

Physiological 

Field 

Psychological 

Tension 

External Terrorism  
  198.102   

Internal Terrorism 
  74.446   

Organizational Terrorism  
    0.166 

Psychological Tension 1.96 1.289  0.823  

Terrorism against the Organization 
  398.477   

Terrorism among Workers 
  76.863   

Terrorism of the Administration for Workers 
  85.888   

 

Predictive Relevance (��) 

�� value indicates out-of-the-sample predictive power of the model. When a model is said to have a predictive power or 

predictive relevance, it means that it can accurately predict the data which is not used in the estimation of model. Table (12) 

presents the �� values obtained from the analysis. The values of �� for Psychological Tension in table (12) is higher than 0. So, 

it can be safely concluded that the model had a good predictive relevance. 

 

Table 12: Predictive Relevance 

 

Items SSO SSE Q² (=1-SSE/SSO) 

Emotional Field 2184 1764.492 0.192 

External Terrorism  2548 2548  

Internal Terrorism 1456 1456  

Mental Field 1820 1515.515 0.167 

Organizational Terrorism  9828 8237.623 0.162 

Physiological Field 1820 1573.7 0.135 

Psychological Tension 5824 5690.816 0.023 

Terrorism against the Organization 2184 2184  

Terrorism among Workers 1820 1820  

Terrorism of the Administration for Workers 1820 1820  

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

189



 

 

 

 

 

The model’s Goodness of Fit 

Tenenhaus et al. (2005) proposed the Goodness-of-Fit (GoF) as a global fit indicator; it is the geometric mean of both the averages 

i.e., �� the average variance extracted from the endogenous variables. GoF index is calculated as follows 

�� = !��"""" × $%&"""""" = √0.564 × 0.344 = 0.44. 

According to this criteria by Wetzels et al. (2009), if the value of Gof is 0.44, it can be safely concluded that the GoF model is 

large enough and can be considered as a sufficient and valid global PLS model. 

Conclusion 

In the study conducted upon organizational terrorism and the effect of its dimensions upon psychological tension, all the research 

hypotheses were found to be fulfilled. This poses serious threats to the lives of individuals and on the other end, it leads to a 

decline in their performance levels. Such individuals experience inability to complete the tasks assigned to them properly due to 

loss of focus, a direct result of high levels of psychological tension. It has been found that a few set of workers form groups that 

work against other groups which causes high levels of psychological tension since they do not extend their support for these 

groups that practice organizational terrorism. Consequently, they are subjected to psychological pressures at work which in turn 

increase their emotional tension. Some individuals who eye for positions in organizations practice threatening activities against 

some of their competing groups and deal with them with a kind of hostility. This also increases the psychological tension among 

the employees of the organization. One of the main recommendations from the current study that should be applied at 

organizational level is to establish a psychological counseling center for individuals who exhibit some behavior of organizational 

terrorism, especially managers or senior leaders.  
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Abstract  
 

The What prompted the author to explore this subject is the persistent phenomenon of heat energy poverty in households 

remaining at a fairly high level, in Poland, other more or less developed countries in Europe, as well as all over the world. 

There are three key factors behind this phenomenon: economic, technical, and attitude (awareness) aspects - between 

which there is an imbalance and a lack of further sustainability. Research shows that while local governments, who are 

responsible for the sustainable and effective energy security management, are starting to notice the problem of heat energy 

poverty, their actions taken to resolve it are often intuitive.  The author of the article has three main objectives. The first 

one is to define heat energy poverty and heat energy security. Secondly, to show the current situation of heat energy 

poverty, its causes and the consequences for households, based on a case study of the commune of Wiśniowa. The third 

objective is to present, based on the case study of the Wiśniowa commune, the actions taken by the Local Government Unit 

(JST) in terms of sustainable managing local heat energy security, the aim of which is to eliminate the problem of heat 

energy poverty in the area by investing in geothermal energy. The research problem addressed in the paper is theoretical 

and empirical. The research methods employed include: analysis, definition, synthesis, generalization and inference. The 

research undertaken and its results, apart from being a valuable statistical source, provide general insight which may serve 

as guidelines and recommendations for future actions to be taken by Local Government Units, both at the municipal and 

national level, in order to deal with challenges and to improve the strategies of sustainable managing local heat energy 

security. 

Keywords: heat energy poverty, energy security, local government unit, energy security sustainable management, 

geothermal energy.    

 Introduction  

Heat energy security is one of the most important issues in political praxeology, not only in Poland, but also in other 

European and world countries. One of the major current challenges is coming up with a strategy to combat heat energy 

poverty. It turns out that in 2019, 7.3% of households in the European Union declared that they could not afford sufficient 

heating of a house or apartment (Blisko 2019; Dagoumas 2014; Chukwuka, Monyei et al.  2019). In Poland, which until 

recently was ranked high among the countries affected most by heat energy poverty, the situation has improved 

significantly over the last ten years. The number of households having difficulties heating their apartments has dropped 

from 28.4% to 5.1%, which is more than a five-fold reduction, thus exceeding the European mean value. Achieving this 

was possible due to effective policy not only at the government level, but also at local level (by local government units). 

However, despite these undeniable achievements, some serious challenges remain in the area of effective heat energy 

security management.  

The objective of the author of this paper is to show how, at present, the phenomenon of heat energy poverty is manifested, 

what are its origins and consequences, and what actions are being taken at the local level by local government units 

regarding the management of heat energy security in order to eliminate the problem of heat energy poverty in households 

by using geothermal energy, with particular emphasis on the difficulties and challenges related to this process.  

Heat energy poverty and local energy security – an attempt at explaining the concepts on the 

basis of international literature 

Heat energy poverty, which is part of the so-called fuel poverty or energy poverty, in other terms, is a phenomenon 

currently experienced by many households not only in Poland, but also in many countries of the European Union and 

around the world. Within the European Union, the problem of energy poverty affects over 7% of its inhabitants, especially 

in the countries of Central and Eastern Europe, as well as Southern Europe (Fan and Fang 2020; Dagoumas 2014; Horta, 
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Gouveia, Schmidt, Sousa, Palma and Simoes 2019; Sánchez-Guevara Sánchez, Mavrogianni and Neila González 2017; 

Gouveia, Palma and Simoes 2019). The statistics are shown in Figur 1. 

 

Fig. 1: The level of energy poverty in households in winter and summer time, for individual  

EU countries in 2018 

In Poland, this phenomenon affects approximately 5.1% of households, especially in large voivodeships with more single-

family houses, and in less developed voivodeships as well, so it is very diversified (Świerszcz and Grenda 2018a; Gawlik-

Kobylińska 2017). The scale of the experienced energy poverty shows that this phenomenon is not something entirely new. 

Nevertheless, it has only recently begun to be examined as a separate problem, particularly the problem of heat energy 

poverty. It should be noted that such a term is not present in Polish law or in national public policy, and neither is it 

explicitly referred to as such in both domestic and foreign literature on the subject. Nonetheless, some aspects referring to 

it can be found in literature, especially by researchers dealing with the problem of energy poverty, the conceptual scope of 

which is broader, as it also includes electricity.  

In Polish literature on the subject, what is interesting is the definition proposed by D. Owczarek and A. Miazga, which 

includes aspects related to heat energy poverty, particularly visible when household dwellers experience two-fold 

difficulties in terms of energy needs. The first one is the problem of maintaining a certain level of heat that allows the 

adequate fulfillment of basic needs related to the biological and social functioning of the household dwellers. The adopted 

standard of heat in Polish apartments that provides a sense of comfort is the temperature of 21°C, while for other occupied 

rooms it is 18°C (Owczarek and Miazga, 2015; Świerszcz 2017a; Yoon and Sauri 2019). The second difficulty consists in 

purchasing heat energy at a reasonable price in the place of one’s residence (Szpor 2016; Cipriano, Gamboa et al. 2017; 

Muringathuparambil, Musango et al.  2017). The issue of heat energy poverty and an attempt at its definition in terms of 

energy poverty can also be found in government documents, such as the “Draft of Poland's Energy Policy until 2050”, 

which defines this phenomenon as a situation in which households are exposed to a reduction in energy consumption to a 

level absolutely necessary for their daily functioning (Projekt 2014; Rodrigues, Gillott et al.  2020; Szyłkowska 2019a).  

In foreign literature on the subject, those who initiated a scientific approach to the phenomenon of heat energy poverty in 

terms of energy poverty were British researchers. B. Boardman, based on the experience and nature of the phenomenon in 

his country, defines that energy poverty occurs when households have to spend more than 10% of their income on: heating 

the apartment, heating water, cooking, lighting and using electrical appliances. The expenses mentioned concern all types 

of energy, including heat energy, and vary depending on the type of house or apartment (Boardman 2012; Ucala, Xydis 

2020; Della Valle 2019; Gouveia, Palma, and Simoes 2019). By defining the phenomenon in this way, the author draws 

attention to two issues: hypothetical expenses for energy and a threshold of 10% of the total income of the household. It 

should be noted that this definition for a long time was the basis for shaping public policies not only in Great Britain, but 

also in other countries affected by the problem of heat energy poverty. The definition above is complemented by another 

one, known as Low Income High Costs (LIHC), developed in Great Britain, in mid-2013. This definition uses two criteria 

to define the situation of heat energy poverty: low income of households and high energy costs (Fuel 2013; Monyei, 
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Oyedele et al.  2019; Bakirtas and Gokce Akpolat 2018; Wojnarowska-Szpucha 2020b). It should be emphasized that until 

recently, this was the only formally adopted and preferred definition of energy poverty. Hence, the majority of previously 

conducted research and statistics were, and still are, based on it.   

Review of Polish and foreign literature on the subject encourages an attempt at defining the concept of heat energy poverty 

in households. The phenomenon can be described as a situation when a household is experiencing difficulties in satisfying 

the basic needs of heat energy in an integral way and over a longer period of time, affecting the condition and level of life 

of its dwellers – both in a qualitative sense (the poor technical condition of residential buildings and heating systems, low 

energy efficiency, improper use of heat energy), as well as energy prices, inaccessible to household dwellers, which results 

in difficulties in adapting to the requirements and standards in terms of heat energy, and consequently in social exclusion 

(Świerszcz 2019; Świerszcz, Grenda, Szczurek and Chen 2019 ).   

The analysis of heat energy poverty in households also requires the answer to the question: What is energy security in local 

terms, in the context of the researched phenomenon? In the government document "Poland's Energy Policy until 2030", 

energy security is understood as the state in which stable fuel and energy supplies can be ensured at a level that guarantees 

that domestic needs are met, and at a price acceptable by both the economy and society, assuming the optimal use of 

domestic energy resources and the diversification of crude oil, liquid and gas fuel supplies (Polityka 2009; Świerszcz 2016; 

Gawlik-Kobylińska 2018). Energy security is understood in a similar way by D. Yergin, an American economic analyst, 

who defines it as a state in which an appropriate and reliable level of energy supplies can be guaranteed at reasonable 

prices, in a way which is not a threat to the basic values and aims of the state (Yergin 2006; Szyłkowska 2019b; Żakowska 

and Domalewska 2019).  

The above-mentioned definitions of energy security clearly indicate its three key dimensions. The first one is economic, 

i.e. ensuring that energy prices, through the appropriate selection of an economical source of energy, will not hinder 

economic growth, and will not be the cause of energy poverty. The second dimension is geostrategic – ensuring the 

continuity, reliability and quality of energy supplies levels that meet social and economic needs and expectations. The third 

dimension is ecological – the production of energy should not cause excessive pollution of the environment and lead to 

irreversible environmental changes.  

Taking into account the above-mentioned definitions of energy security at a national level, as well as its three dimensions, 

an attempt can be made to apply this concept to heat energy security at a local level, for individual households. In such an 

approach, the heat energy security of households should be understood as the state in which the households dwellers, as 

consumers, have constant (uninterrupted) access (supply) to specific sources and forms of energy, as well as heating 

devices that meet the appropriate quality and environmental parameters and do not cause low-stack emissions, and that can 

be purchased at any time they are needed in the required quantity, at a price accessible to the household dwellers, at a level 

sufficient to allow them to meet their basic existential and living needs (Świerszcz 2017b).  

The state of heat energy poverty in households, its origins and consequences – a case study of the 

Wiśniowa commune 

It was possible to establish the level of local energy security in terms of heat energy in the commune of Wiśniowa on the 

basis of questionnaire surveys on the level of experienced heat energy poverty, which was conducted on 350 inhabitants in 

the heating season (November 2019 – February 2020). The questionnaire consisted of 38 questions. Due to its wide scope, 

the paper focuses only on selected questions. The questions and respondents' answers are shown in Table 1. 

Table 1: Questions and answers of household dwellers concerning the experienced level of heat poverty 

 

 

No. 

 

QUESTION 

 

RESPONDENTS’ ANSWERS 

1. Source of heat energy used by the 

household. 

a) Individual heat sources (e.g. solar, heat 

pumps) – 48% of the respondents; 

b) Heat network – 34% of the respondents; 

c) Mixed sourced – 18% of the respondents. 
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2. The source of heat energy for 

heating the apartment or the house. 

a) Coal – 42% of the respondents;  

b) Wood – 40% of the respondents;  

c) Gas – 20% of the respondents;  

d) Heat network – 9% of the respondents;  

e) Other heat sources (e.g. own heat pumps, fuel 

oil, fireplace, PV, eco-pea coal, electricity, 

pellet, coal dust) – 8% of the respondents; 

f) Solar energy – 2% of the respondents. 

3. The purpose for using heat energy 

most often. 

a) Heating the room(s) – 85% of the 

respondents; 

b) Water heating – 14% of the respondents; 

c) Other purposes – 1% of the respondents. 

4. The perceived heat comfort in the 

apartment or the house. 

a) “Good. It is warm” – 70% of the respondents;  

b) “Medium. It is cool” – 18% of respondents; 

c) “Very good. It is very warm” – 9% of the 

respondents;  

d) “Bad. It is cold” – 3% of the respondents. 

5.  The need to save heat energy. a) “I save heat energy” – 75% of the 

respondents; 

b) “I do not save heat energy” – 25% of the 

respondents. 

6.  Methods of saving heat energy in 

the household. 

a) Reducing the level of heat generated in 

radiators – 29% of the respondents; 

b) Limiting coal use – 15% of the respondents;  

c) Limiting gas use – 12% of the respondents;  

d) Limiting wood use – 9% of the respondents;  

e) Other methods (e.g. setting the right 

temperature, wearing warm underwear, brief 

but intense ventilation of the room) – 44% of 

the respondents. 

7. The degree of perceived heat 

comfort depending on the amount 

of heat energy consumed in the 

household. 

a) Good sense of comfort – 47% of the 

respondents;  

b) Average sense of comfort – 37% of the 

respondents;  

c) Poor sense of comfort – 10% of the 

respondents;  

d) Very good sense of comfort – 7% of the 

respondents. 

8. Assessment of the level of energy 

efficiency of the heat sources used, 

such as: gas, coal, wood and 

renewable energy sources (RES). 

a) Renewable energy sources (RES) – 39% of 

the respondents;  

b) Wood – 22% of the respondents; 

c) Coal – 20% of the respondents;  

d) Gas – 15% of the respondents; 

e) No opinion – 4% of the respondents. 
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9. Monthly expenses of the 

household spent on heat energy 

relative to income. 

a) 10-20% of monthly income – 39% of the 

respondents;  

b) 20-30% of monthly income – 25% of the 

respondents;  

c) 5% of monthly income – 24% of the 

respondents;  

d) 30-50% of monthly income – 10% of the 

respondents;  

e) Over 50% of monthly income – 2% of the 

respondents. 

10. The most expensive heat sources 

for households, ensuring heat 

comfort. 

a) Gas – 26% of the respondents spend 10-20% 

of their monthly income on this source;  

b) Wood – 18% of the respondents spend 10-

20% of their monthly income on this source;  

c) Coal – 14% of the respondents spend 10-20% 

of their monthly income on this source;  

d) Renewable energy sources (RES) – 12% of 

the respondents spend 10-20% of their 

monthly income on this source. 

11. The reason for paying too much 

for heat energy or for the 

deliberate lowering of its 

consumption. 

a) Limited financial resources – 37% of the 

respondents; 

b) Bad technical condition of the building and 

heating system – 24% of the respondents;  

c) Incompetent, wasteful use of available heat 

energy – 6% of the respondents; 

d) Other reasons (e.g. high prices of wood, coal 

or gas; bad habits; frugality; living in an old 

house without insulation) – 33% of the 

respondents 

12. The respondents' attitude to the 

duty of the local government to 

invest in renewable energy 

sources. 

a) “I strongly agree” – 68% of the respondents; 

b)  “I somewhat agree” – 21% of the 

respondents; 

c)  “I have no opinion” – 8% of the respondents; 

d)  “I strongly disagree” – 3% of the 

respondents. 

13. Types of renewable energy 

sources in which the state or local 

government should invest. 

a) Geothermal – 33% of the respondents;  

b) Solar – 27% of the respondents;   

c) Photovoltaics – 26% of the respondents;  

d) Wind power plants – 7% of the respondents; 

e) Heat pumps – 7% of the respondents. 

14. Willingness to use renewable heat 

sources for heating the apartment 

or the house. 

a) “I strongly agree” – 57% of the respondents;  

b) “I somewhat agree” – 30% of the respondents;  

c) “I have no opinion” – 11% of the respondents;  

d) “I strongly disagree” – 2% of the respondents. 

 

The conducted research analysis demonstrates that the factors with the most significant impact on the level of heat energy 

poverty among households include energy prices that are often disproportionate relative to household income and are 

mainly influenced by economic, climatic, ecological, technical and technological factors, as well as the awareness of 
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energy users. Other factors that contribute to heat energy poverty are the bad technical condition of buildings and their 

poor energy efficiency (heating efficiency), total area of the apartment/house, climate and environment, as well as habits 

and preferences of the household dwellers. It should be noted that these causes are common to all European households 

experiencing heat poverty (Rau, Moran et al.  2020; Satish and Brennan 2019; Castano-Rosa, Sherriff, Thomson, Guzman 

and Marrero 2019; DellaValle 2019; Domalewska 2021; Jessel, Sawyer and Hernandez 2019).   

The consequences of heat poverty can be severe, and can be experienced in various areas, including, in particular: the 

decline in physical health (especially among children, the elderly and the chronically ill), experiencing cold inside the 

apartment/house of a varying degree, dampness and mold inside the apartment/house, which can lead to respiratory 

problems (e.g. asthma, bronchitis), a decline in mental health (experienced anxiety or fear), social exclusion (weakening of 

neighborly and family relationships) that can, in turn, lead to low self-esteem and isolation, the dilapidation of buildings 

caused by low temperature, dampness inside and improper insulation of windows, walls and doors, that lead to an 

increased heat loss. The consequences of heat poverty also include energy arrears with the heat suppliers, as well as low 

energy efficiency (lack of proper insulation) of buildings that lose heat, thus forcing increased consumption of heat energy 

from the installation, which generates higher energy costs, or outdated and inefficient heat installations (heat systems) and 

boilers, the owners of which cannot afford to replace them with new ones. A major consequence of heat poverty is also 

low-stack emissions, caused by the use of low-quality heat sources. Their impact on the air, soil and water is currently a 

considerable problem in both domestic, European Union and global politics (Świerszcz 2020; Ucal and Xydis 2020; 

Osano, Maghanga et al. 2020; Jessel, Sawyer and Hernandez 2019). 

Actions taken by the Local Government Unit in terms of the sustainable management of the 

local heat energy security in the Wiśniowa commune 

The questionnaire survey conducted in the Wiśniowa commune shows that those responsible for the organization and 

management of the energy sector are aware of the phenomenon of heat energy poverty within the commune and are 

concerned about it. Based on the applied criterion of exceeding 10% of household expenses for heat energy relative to all 

expenses, the phenomenon was observed for 10-30% of all households, and was most common among the elderly, large 

families and people living in old buildings (see Figure 2). 

 

Fig. 2: Groups of households most often affected by heat energy poverty 

Figure 3 presents the most common forms of aid provided for households by public and non-public institutions. The annual 

amount of aid comes to PLN 0.1-1 million. 
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Fig. 3: Forms of aid provided for households by public and non-public institutions. 

Over the recent years 2007 to 2019, the commune of Wiśniowa did not undertake any major investments aimed at 

increasing energy efficiency, due to the lack of sufficient funds. Such actions were undertaken only in 33% of cases, and 

their scope is shown in Figure 4. 

 

Fig. 4: The scope of actions taken by the Local Government Unit in terms of increasing energy efficiency 

The financial resources allocated for the above-mentioned initiatives to help reduce energy poverty among inhabitants and 

improve their quality of life in terms of heating households, ranged from PLN 1 to 5 million. Their effectiveness ranged 

between 10-20%, mainly in terms of lowering the consumption of heat energy by approximately 30-40%. The achieved 

level of satisfaction with the effects of the actions taken by the local authorities among the inhabitants of the commune was 

good (ranging between 80-90%).  

Due to the generally high consumption of heat energy by households and the associated high financial costs, the Local 

Government Unit of the Wiśniowa Commune would be very willing to invest in geothermal energy. Heat energy generated 

in such a way would be an alternative solution that would help to reduce costs. This type of energy would be primarily 

used for: a geothermal heating plant that is planned to be built, a district heating network, heating buildings, pavements, the 

school's sports ground, as well as for recreational and therapeutic purposes, and to encourage tourism. Currently, the 

Commune of Wiśniowa is considering the use of geothermal resources that were discovered there in the 1990s (Świerszcz 

and Grenda 2018a; Bendea, Popa and Georgescu 2017). The argument in favor of investments in geothermal energy as part 

of the energy policy of the commune is its specific nature. Such energy could guarantee: the independence of energy costs 

from the prices of energy carriers; the independence of fossil fuel supplies; lower unit costs of obtaining geothermal heat 

energy compared to conventional heating plants; lower costs of geothermal energy compared to other fossil-based energy; 

the inability to transport geothermal energy over long distances, which prevents the monopolization of such energy 

solutions. In addition to its economic advantages, other important advantages of geothermal resources include their: 

sustainability and renewability; prevalence; decentralization (i.e. obtaining energy from resources located in the vicinity of 
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potential users), which allows for reducing losses related to the transmission of energy over long distances and the 

independence of small regions and local populations; the independence of climate and weather changes and, last but not 

least, the eco-friendly nature of the energy – such resources do not contribute to the pollution of the natural environment 

(Świerszcz 2020; Wojnarowska-Szpucha 2020a). 

In addition to investments in geothermal resources, the Local Government Unit also recommends additional, 

complementary tools to help solve the problem of heat poverty that include, in particular: revolving funds, subsidies from 

the European Union, the construction of energy-efficient municipal flats, as well as the implementation of projects 

connecting flats (not only municipal) to the local heating network supplied with geothermal energy, improving the energy 

efficiency of buildings and motivating companies from the energy-related sector to implement actions beneficial to 

recipients experiencing energy poverty (in return for receiving white (energy-efficiency) certificates in a modified form).  

The survey clearly shows that in the local policy of heat energy security management, the local government mentions the 

possibilities or even the need to reduce the demand for energy. The proposed forms of aid include an improvement in the 

energy efficiency of residential buildings for people with low incomes, investments in the modernization of street lighting 

or the thermal efficiency improvement of public buildings. However, the most effective undertaking aimed at 

counteracting energy poverty is investment in the geothermal resources available within the territory of the commune. It 

should be emphasized that the inhabitants of the commune are also keenly interested in this solution of counteracting heat 

energy poverty. Taking this into consideration, the local government has commenced the implementation of this solution 

by drafting important documentation, including: Objectives of the Plan for the supply of heat, electricity and gas fuel in the 

commune of Wiśniowa; Low-emission economy plan for the commune of Wiśniowa until 2022; Environmental protection 

program for the commune of Wiśniowa for the years 2019–2022; The concept of a district heating network in Wiśniowa; 

Preliminary assessment of the possibility of extracting and using geothermal water in Wiśniowa and the surrounding 

regions; Analysis of the conditions for the use of geothermal resources extracted using the Wiśniowa GT-1 well; A study 

on the conditions and directions of spatial development in the commune of Wiśniowa and the Development strategy for the 

commune of Wiśniowa until 2025, including the search for new heat energy sources and a reduction of carbon dioxide 

emissions. 

Results and Discussion  

The Although in the commune of Wiśniowa, the problem of energy poverty has already been acknowledged, similarly to 

other parts of Poland, it is still relatively little known, although in practical terms, it is clearly experienced by many 

households. This phenomenon is based on the aforementioned three key factors: economic (relatively low household 

income and high energy costs), technical (poor energy efficiency of the household), and, last but not least, attitude-related 

(ineffective and wasteful use of the available energy).  

The research results, in the form of responses to the questionnaire from the inhabitants of the Commune, apart from their 

statistical value, provide general insight that should be summed up and treated as some kind of guidelines and 

recommendations for future actions to be taken not only in the commune, but also at a national level. However, this does 

not diminish the need for the independent decision-making of the local authorities of the Commune.  

Actions that should be taken in the first place:   

1. Establish an unambiguous, official definition of energy poverty for Poland, for the needs of offices at various 

levels – this task should be undertaken by academics dealing with the topic; 

2. Determine and start to eliminate the causes of insufficient recognition of the scale of energy poverty in communes 

– this task requires cooperation between local governments and academics dealing with the topic;  

3. Motivate communes to research the current situation of energy poverty in their area – this task requires 

cooperation between local governments and academics dealing with the topic;  

4. Prepare a comprehensive study on the size and scale of energy poverty – this task should be undertaken by 

academics dealing with the topic;  

5. Organize an informational and educational media campaign for communes as well as fuel and energy 

consumers/users – this task should be undertaken by the media and non-governmental organizations, as well as academics 

dealing with the topic;  
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6. Recognize the fact that cash direct payments for fuel and energy are not the optimal form of aid, although 

temporarily, in a controlled form, they will be effective as ad hoc measures; 

7. Motivate companies from the energy sector and other entities to take actions with an effect on their customers (as 

part of CSR), e.g. by using a system of white (energy-efficiency) certificates modified for this purpose – this task should be 

undertaken by local governments.  

8. Invest in renewable energy sources, including geothermal energy, of which approximately 60-70% of which is 

available in Poland. 

These actions at the local level can and should be undertaken as soon as possible. Accurate diagnosis of the phenomenon 

and development of solutions to the problem should be included in the objectives of the plan for the supply of heat, 

electricity and gas fuel. These documents should be updated on a regular basis (at least every three years) to provide an 

opportunity to add new problems to be resolved, as needed. 

Conclusion 

Heat energy poverty is a phenomenon commonly experienced by households and, at the same time, recognized by the 

Local Government Unit of the Wiśniowa Commune. This awareness, however, in terms of heat energy security – despite 

many effective actions taken – is insufficient, which is evidenced by both the results of the survey and as the declarations 

of the Commune officials.  

In order to efficiently and effectively manage - in a sustainable manner - local heat energy security, and thus effectively 

counteract the phenomenon of heat energy poverty in households, qualified employees are required for Local Government 

Units, familiar with the above-mentioned problem. What is also needed is cooperation with universities that deal with the 

implementation of energy efficiency projects, cooperation with other communes in the powiat, then the voivodeship, and 

finally at the national level, as well as financial aid from national and EU institutions for the implementation of sustainable 

energy efficiency projects, such as the Regional Operational Program (RPO), the National Fund for Environmental 

Protection and Water Management (NFOŚiGW), Clean Air (Czyste Powietrze) and other. A helping hand should also be 

extended by companies involved in sustainable energy efficiency projects and social care, to support, to the best of its 

financial capabilities and not only, counteracting heat poverty among the inhabitants of the commune. 
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Abstract  

Today respiratory diseases affect many people worldwide, this chronic disease is very common in the general population, so 

it should be considered a public health problem that should be followed up on this disease. For this reason, the study carried 

out is a review of the scientific literature, which includes 86 articles aiming to identify the factors to analyze and do a follow-

up control of asthma disease, which were systematized by documents collected from the scientific databases IEEE Xplore, 

Ebsco, Science Direct, Scopus, according to the inclusion and exclusion criteria 32 articles were systematized. Showing ICTs 

that facilitate the monitoring of patients with asthma, concluding that the implementation of technology tools for monitoring 

diseases such as asthma allows us to reach a more accurate diagnosis.  

Keywords: Monitoring, Analysis, Chronic, Asthma, Systematic Review.  

Introduction  

According to the latest estimates from the World Health Organization (WHO), asthma disease is affecting the lives of more 

than 300 million people worldwide, and by 2020 this number could reach 400 million patients (Farooqui et al., 2020). Asthma 

is one of the chronic diseases that occurs when the patient's airways become inflamed, preventing the passage of inhaled air. 

Asthma prevalence is highest among children, women, and low-income populations, varying by family and ethnicity (Do, 

Tran and Robinson, 2016). Children have a higher prevalence of asthma (9.5%) compared to adults (7.7%). Women have a 

higher prevalence of asthma than men (9.2% compared to 7.0%). People from multiple families have the highest prevalence 

of asthma (14.1%), while Asians have the lowest rates (5.2%). Blacks (11.2%) and American Indians or Alaska Natives 

(9.4%) have a higher prevalence of asthma than whites (7.7%). Among Hispanic groups, the prevalence of asthma is higher 

among people of Puerto Rican descent (16.1%) than among those of Mexican descent (5.4%). (Do et al., 2018)  

Although studies have identified many asthma triggers, such as allergy and air pollution, the relationship between triggers 

and exacerbations in terms of susceptibility and when they occur is unclear due to the lack of effective tools to accurately 

measure the quantitative exposure of these triggers (Dong et al., 2019). Environmental health forecasting, one of the least 

developed branches of prediction, is a useful instrument for measuring environmental risks and providing health services by 

integrating various personal and environmental factors that affect the health status of individuals and populations, such as 

weather and air quality, that are particularly important for predicting asthma. (Kim et al., 2020)  

The development of Communication Information Technology (ICT), especially the Internet, shows the massive impact on 

the transformation of the communication model and the acquisition of information. Its use has been adapted in various sectors 

such as commerce, transportation, government and other sectors, and it has become an important part of people's lives, not 

only in Indonesia but all over the world.  (Sari, Praditya and Dwi Takariani, 2018).  

For all of the above, this review will analyze the impact of ICT for the monitoring of patients with asthma. The Methodology 

section details the search process and article selection criteria, the results section shows the findings classified in graphs and 

tables, the discussion section answers the research questions and finally shows the conclusions in the last section.  

Methodology  

Type of study   

For the preparation of this article, the systematic review of scientific literature defined in the PRISMA guide (Prefered 

Reporting Items for Systematic Review and Metaanlyses) will be used.  
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Research Questions  

The proposed Research questions were the following:  

RQ1. What are the ICTs used in the follow-up of patients with asthma?  

RQ2. What is the best ICT to help in the follow-up of patients with asthma?  

Search Strategies  

In order to provide an evidence-based response to each question posed for the development of the research, a search for 

scientific articles was carried out in the scientific databases of SCOPUS, IEEE Xplore, ScienceDirect and Ebsco, finding a 

total of “86” articles between the years 2015-2020. When conducting the searches for our research, the following keywords 

were considered: “monitoring” OR “analysis” OR “asthma” and “ICT”.  

  

Fig. 1. Search Strategies.  

  

Inclusion and exclusion criteria  

The following exclusion and inclusion criteria shown in Table 1 were applied for the study, in order to provide an answer to 

the questions posed.  

Table 1: Inclusion and Exclusion criteria  

  Criteria  

  

Inclusion  

I1  Articles published between the years 2015-2020.  

I2  Articles in English.  

I3  Articles related to the investigation that help answer the questions.  

  

Exclusion  

E1  Articles that do not belong to the areas of engineering, robotics, medicine and 

public health.  

E2  Articles whose year of publication was prior to 2015.  

E3  Articles that are not related to the monitoring and control of patients.   

  

Extracted and analyzed articles  

The results of the investigations revolve around the findings in the articles, the consultations in scientific journals and their 

stratification by name and year, which were 86 articles found on the impact of ICTs for monitoring patients with asthma. 

With the results, 32 articles were obtained that meet the inclusion requirements regarding the review developed, the searches 

were carried out in 4 databases available in the repositories worldwide. The analysis process that was carried out was as 

follows.   
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 Results  

Distribution of articles according to database  

The 32 articles chosen contemplate the inclusion criteria identified above, finding: 9 IEEE Xplorer articles, 3 Scopus articles, 

11 Science Direct articles, 9 Ebsco articles.  

 

 

Fig. 3. Articles by database 

 

Distribution of articles according to continent and database to which it belongs  

With the results 32 articles were obtained that meet the requirements for inclusion, the searches were conducted in 4 databases 

that have repositories worldwide. Figure 4 shows that the continent with the largest number of articles related to the use of 

ICT for asthma treatment is Europe, with the majority of articles being found in the Science Direct scientific database; 

followed by America concentrating its majority of articles in IEEE Xplore; followed by Asia where most articles were found 

in the Science Direct database and finally Africa where it only showed a presence in IEEE Xplore.  

  

F ig. 2. Prisma Flow Diagram.   
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Fig. 4. Number of articles published by continent and database.  

Systematization of research  

Distribution of articles according to ICT applied to patient monitoring and year of publication.  

In figure 5, it is shown that within the years 2015-2020 there are research articles referring to ICT tools, where the 

classification algorithms are highlighted as the most implemented in terms of monitoring patients with asthma in the last 5 

years.  

 

Fig. 5. ICT articles published per year.  

Figure 6 shows that of the articles reviewed, most of the research related to Classification Algorithms was found with a total 

of 25 articles, followed by Mobile System with a total of 8 articles, Web System with a total of 2 articles and finally 

Nanotechnology and Artificial Intelligence with 1 article each.  
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Fig. 6. ICT most used in found articles.  

Systematization of research according to categories  

Within the 32 articles, the following classification of each of the articles was made according to the content, it will be verified 

what is the impact of ICT for the monitoring of patients with asthma.  

Tabla 2: Articles classified by ICT 

 

Category  Articles  #  

Algorithm 

classification  

(Federman et al., 2020), (Behr, Diaz and Akpinar-Elci, 

2016), (John Staniorski et al., 2018), (Li et al., 2019), 

(Simpson et al., 2017),  (Sriratanaviriyakul et al., 2016),  

(van Buul et al., 2018), (Farooqui et al., 2020), (Do et al., 

2018),  (Tibble et al., 2020), (Kaffash-Charandabi, 

Alesheikh and Sharif, 2019), (Khusial et al., 2020), 

(Kupczyk et al., 2020), (Truchot et al., 2019), (van der Meer 

et al., 2010), (Wang et al., 2019), (von Mutius and Smits, 

2020), (Fletcher et al., 2020), (Miethe et al., 2020), 

(Badnjevic, Gurbeta and Custovic, 2018), (Hosseini et al.,  

2019), (Kim et al., 2020), (Glazova, Yuldashev and  

Bashkova, 2018), (Sabatelli et al., 2017)  

24  

Mobile patient 

system  

(Cushing et al., 2016), (Kupczyk et al., 2020), (Tsang et al., 

2020), (Dong et al., 2019), (Farooqui et al., 2020),  

(Chamberlain, Kodgule and Fletcher, 2016)  

6  

Web system  
(Glykas and Chytas, 2004), (Liquide and Systems, 2016),  

(Sari, Praditya and Dwi Takariani, 2018)  
3  

Nanotecnología  (Gouma et al., 2017)  1  

Artificial 

intelligence  
(Maach, El Alami and Mazoudi, 2019)  1  

  

Discussion  

Taking the aforementioned as a reference, an answer can be given to the research question.  

RQ1. What are the ICTs used in the follow-up of patients with asthma?  

According to the information collected from the articles shown in Table 2, it can be seen in Figure 5 the ICT used in the last 

5 years (2015-2020). In addition, the tools were classified by means of articles published and focused on the monitoring of 

patients with asthma, obtaining as a result that in the year 2020 according to what is observed in figure 5 and figure 6, the 

classification algorithms have had a great impact in terms of ICTs publications, showing a greater number of published 
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articles referring to the subject in the Science Direct scientific database, especially in the European continent as shown in 

figure 4.  

Providing monitoring to patients with asthma allows medical personnel to identify the severity of the disease, for this reason 

it is necessary to perform an analysis of the monitoring results through the development of data processing algorithms 

(Glazova, Yuldashev and Bashkova, 2018).   

RQ2. What is the best ICT to help in the follow-up of patients with asthma?  

According to Figure 5 and Figure 6, it is observed that in the year 2020, classification algorithms are the most implemented 

tool (ICT) to help patients with asthma. The classification algorithms make it possible to identify the degree of complexity 

of the disease suffered by a patient with a certain systomatology, such as recording the tracheal sounds of forced exhalation, 

calculating the duration of the tracheal sounds of forced expiration, etc., to finally, through the analysis of the algorithm, 

provide a diagnosis that serves as a useful guide avoiding errors, for a final diagnosis provided by the health personnel.  

Conclusion  

This research addresses relevant issues regarding Communication Information Technology (ICT), such as the classifications 

of tools most used in the years 2015 to 2020, In addition, in this research, it was achieved through statistical data to publicize 

the most implemented tool in recent years to date, Thanks to this research, it was possible to obtain knowledge and 

contributions focused on the process of monitoring patients with asthma in the world through the use of technology tools 

that are currently in constant innovation. Nowadays there are information tools to be able to fight asthma, since it helps us 

to be able to analyze critical cases and these technologies are already used in several parts of the world.  

For future research, it is suggested to deepen in the classification algorithms, which allow to identify the degree of complexity 

of the disease and provide an accurate diagnosis, validating also the degree of effectiveness of these algorithms used.  
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Abstract 

The whole world is currently facing the same problem, namely, the hoax wave. Hoax appeared insistently various contexts for 

the distribution of information, from politics to health, from public to private matters. The existence of the internet, a package 

with a culture that is built in the new public space makes it difficult for people to distinguish factual information from Hoax. 

during the corona virus pandemic. Implementation of the cybercrime policy during the pandemic corona virus (COVID-19) at 

Polda Metro Jaya, Central Jakarta. The application of hoax cybercrime policies in the Police uses qualitative methods. Based 

on the results of research and discussion of the implementation of cybercrime hoax policies during the pandemic corona virus 

(COVID-19) at Polda Metro Jaya, the following conclusions can be drawn: Researchers in analyzing cybercrime at Polda 

Metro Jaya Central Jakarta used the concept of Edward III (1980). 

Whereas the line of communication is already underway, with the existence of cyber patrols to reduce the number of criminal 

acts involving cybercrime hoax in cyberspace, the police are cooperating with parties related to all providers, the police and the 

Ministry of Communication and Informatics. The aim of the implementation of cybercrime hoax policies at the central Jakarta 

police station is to realize domestic security that includes maintaining public security and order, orderly and upholding the law, 

carrying out protection, protection, and services to the community, and maintaining public peace by upholding human rights. 

keywords: policy implementation, Cybercrime, Hoax, Pandemic, corona virus. 

Introduction 
 

The spread of Covid-19 in recent weeks includes those in 216 countries. Based on data on the distribution of cases up to 

September 9, 2020, the number of positive cases was 27 486 960 with a death rate of 894 983. In Indonesia, based on data on 

the distribution of cases up to September 13, 2020, the number of positive cases was 218,382, the death rate was 8,723, and 

155,010 recovered spread across 34 provinces and 490 municipalities in Indonesia. 32 deaths / 1 million population in 

Indonesia. The Minister of Communication and Information (Menkominfo) stated that his party had found 163 hoaxes related 

to the Corona virus in Indonesia. 

 

Theories 

 

Implementation Policy 
 

Attitude that will bring on themselves offender disposition policies. High disposition by Edward III (1980) and Van Horn and 

Van Meter (1975) effect on the rate of successful implementation of the policy. Disposition for Edward III (1980:53) is defined 

as the tendency, desire or agreement of the executive to implement the policy. If you want to be successful policy 

implementation effectively and efficiently, the executor is not just knowing what to do and have the willingness to carry out 

that policy, but they also have to have the will to implement the policy. The role of the actors in policy implementation is 

proposed by Edwards III (1980: 12) who states that "Public policies are made and implemented on the national, state, and local 

levels. Often implemented by lower level by units of government. " This suggests that public policy is made and implemented 

at the national level, state, and local government. According to Edward III and George C. (1980: 12), there are four critical 

variables or factors that determine the success of policy implementation, namely communication, resources, disposition or 
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attitude, and bureaucratic structure. Edward III (1980: 12) holds that policy implementation is influenced by four variables, 

namely: Communication, resources, disposition, and bureaucratic structure. 

 

Cybercrime (Hoax) 
 

In ce half of all internet users are located in Asia, there is a growing need to encourage academics to do cyber security and 

cybercrime research in the Asia-Pacific region (Broad hurst & Chang, 2013).There is still no precise and clear definition of 

cybercrime in academic parlance. It is sometimes called ‘electronic crime, ’‘computer crime, ’‘computer-related crime, ’‘hi-

tech crime, ’‘technology-enabled crime, ’‘e-crime, ’or ‘cyberspace crime’(Chang,2012). Grabosky (2007) classified three 

general forms from his exploration of legislation and the common law: crimes where the computer is used as the instrument of 

crime; crimes where the computer is incident alto the offense, and crimes where the computer is the target of crime. These 

classifications, while imperfect, are useful to our understanding of cybercrime. Another classification is that espoused by 

Gordon and Ford. They classified cybercrime into Type I and Type II offenses using a continuous scale. Type I cybercrime, 

they said, is crime which is more technical in nature (e.g. hacking) while Type II cybercrime is crime that relies more on 

human contact rather than technology (e.g. online gambling). However, these authors state that ‘there are likely to be very few 

events which are purely Type I or Type II; these types represent either end of a continuum’(Gordon & Ford,2006, p. 16). 

However, artificial intelligence and developments in robotics are quickly changing the technological landscape. One could 

argue that these phenomena could give rise to a ‘Type III ’cybercrime perpetrated by instruments capable of self- learning. 

McGuire and Dowling (2013) also developed a useful classification tool. They classify cybercrime into ‘cyber-enabled ’crime 

and ‘cyber- dependent ’crime.  Cyber-enabled crimes are traditional crimes facilitated by the use of computers. The range of 

‘cyber-enabled ’crimes is myriad–from white-collar crime, such as fraudulent financial transactions, identity theft, and the theft 

of electronic information for commercial gain, to drug-trafficking, aberrant voyeuristic activities, harassment, stalking or other 

threatening behaviors.  

While these have always been deemed criminal activities, they are now so much easier to pursue with a computer. Possibly the 

greatest concern to governments, however, is the ability of cybercriminals across the globe to use the internet for purposes of 

espionage and terrorism (Sarre, 2017). The borderless nature of the internet, and hence cybercrime, means that governments 

can be targeted from anywhere in the world, making law enforcement not only challenging, but, in some instances, almost 

impossible. Moreover, today’s criminals can engage in espionage without the need for high-level technical skills. As 

mentioned above, the internet can assist, with ‘do-it-yourself’ malware kits, for example, available in online forums. 

Hoax 

Hoax in the Oxford dictionary (2017) is defined as a form of fraud that its purpose is to make humor or bring harm. Hoax in 

Indonesian means fake news, false information, or false news. (Walsh l, 2006) In his book entitled Sins Against Science, The 

Scientific Media Hoaxes of Poe, Twain, and others wrote that the term hoax already exists since the early 1800s the industrial 

revolution era in England. The origin of the word hoax is believed to have existed for hundreds of years previously, namely the 

hocus of the mantra hocus pocus, a phrase that is often mentioned by magicians like SimSalabim. Even Boese (2002) in his 

book The 'Museum of Hoaxes' wrote that long before that, the term hoax was first published through almanac or fake calendar 

created by Isaac Bickerstaff in 1709 for divining the death of astrologer John Partridge. The term is increasingly associated 

with deep hoaxes journalism is libel, namely fake news, no true, thus leading to the case of pollution good name. Hoax is a 

word used to show false news or business to deceive or trick readers into believe some thing.  

Preaching that isn't based on reality or truth (nonfactual) for a specific purpose. The purpose of the hoax is simply jokes, fad, to 

form public opinion. The point is that hoaxes are misleading and misleading, especially if they are Internet users are not critical 

and direct share read news to users other internet. As stated earlier that hoaxes are mostly spread through the media social. One 

side of social media can improve closer friendship, business platform online, and so on. The other side of social media often 

triggers various problems such as the rampant spread of hoaxes, hate speech, incitement, insults, fighting sheep and others who 

can resulting in the division of the nation. Social media itself according to Van Dijk (2013) is a platform media that focus on 

user existence which facilitates them in their activities as well collaborate. Because of this, social media can be seen as an 

empowering online medium (facilitator) the relationship between users as well as a social ties. Meanwhile, Boyd (2009) 

defines media social as a collection of software ones allows individuals and communities to get together, share, communicate, 

and in cases collaborate or play with each other. Wright and Hinson argues that social media has power on user generated 

content (UGC) where content is generated by users, not by editors as in mass media institutions. 
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Pandemic Corona Virus (covid – 19) 

Pandemic (from Greek πᾶν, pan, "all" and δῆμος, demos, "people") is an epidemic of an infectious disease that has spread 

across a large region, for instance multiple continents or worldwide, affecting a substantial number of people. A widespread 

endemic disease with a stable number of infected people is not a pandemic. Widespread endemic diseases with a stable number 

of infected people such as recurrences of seasonal influenza are generally excluded as they occur simultaneously in large 

regions of the globe rather than being spread worldwide. Throughout human history, there have been a number of pandemics of 

diseases such as smallpox and tuberculosis. The most fatal pandemic in recorded history was the Black Death (also known as 

The Plague), which killed an estimated 75–200 million people in the 14th century (Gould 1966, p. 617).  

Corona viruses are a group of related RNA viruses that cause diseases in mammals and birds. In humans, these viruses cause 

respiratory tract infections that can range from mild to lethal. Mild illnesses include some cases of the common cold (which is 

also caused by other viruses, predominantly rhinoviruses), while more lethal varieties can cause SARS, MERS, and COVID-

19. They are divided into alpha corona viruses and beta coronaviruses which infect mammals – and gamma corona viruses and 

delta corona viruses, which primarily infect birds. 

• Genus: Alpha corona virus type species: Alpha corona virus 1 (TGEV)  

Species: Alpha corona virus 1, Human coronavirus 229E, Human coronavirus NL63, Mini opterus bat coronavirus 1, Mini 

opterus bat coronavirus HKU8, Porcine epidemic diarrhea virus, Rhinolophus bat coronavirus HKU2, Scotophilus bat 

coronavirus 512 

• Genus Beta corona virus type species: Murine corona virus (MHV)  

Species: Beta corona virus 1 (Bovine Coronavirus, Human coronavirus OC43), Hedgehog coronavirus 1, Human 

coronavirus HKU1, Middle East respiratory syndrome-related coronavirus, Murine coronavirus, Pipistrellus bat 

coronavirus HKU5, Rousettus bat coronavirus HKU9, Severe acute respiratory syndrome-related coronavirus (SARS-

CoV, SARS-CoV-2), Tylonycteris bat coronavirus HKU4 

• Genus Gamma corona virus type species: Avian coronavirus (IBV)  

Species: Avian coronavirus, Beluga whale coronavirus SW1 

• Genus Delta corona virus; type species: Bulbul coronavirus HKU11  Species: 

Bulbul corona virus HKU11, Porcine corona virus HKU15 (McIntosh K, 1974). 

Research Model 
 

 

 

 

 

 

 

 

 

 

 

 

Law Number 19 in 2016 article 1, regarding electronic transactions of Electronic 

Information and / or Electronic Documents and / or printed results that are legal legal 

evidence, and (Perppu) No. 1 of 2020 concerning State Financial Policy and Financial 

System Stability for Handling Covid-19 Pandemic. 

Policy implementation: 

1. Communication 

2. Resources 

3. Dispositions 

4. Bureaucratic Structure 

Source: Edward III. 1980 p. 148. 

Obstacles and efforts made in 

implementing cybercrime hoax in 

the pandemic corona virus 

(COVID19) policy at Polda Metro 

Jaya in Central Jakarta. 

 

The aim of the implementation of cybercrime hoax in the pandemic corona virus 

(COVID19) policies at the central Jakarta police station is to realize domestic 

security that includes maintaining public security and order, orderly and 

upholding the law, carrying out protection, protection, and services to the 

community, and maintaining public peace by upholding human rights. 
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Methodology 

 
Qualitative research is a means for exploring and understanding the meaning individuals or groups ascribe to a social or human 

problem. The process of research involves emerging questions and procedures. Data typically collected in the participant's 

setting. data analysis inductively building from particulars to general themes. and the researcher making interpretations of the 

meaning of the data. The final written report has a flexible structure. Those who engage in this form of inquiry support a way 

of looking at research that honors an inductive style, a focus on individual meaning. and the importance of rendering the 

complexity of a situation (Creswell. 2013).  

Informant 
 

• Head of Section of the Special Criminal Regiment cybercrime Unit of the Polda Metro Jaya Central Jakarta Regional 

Office.  

• Head of the special criminal unit of the Metro Jaya Regional Police of DKI Jakarta Office. 

• Head of the Community Guidance Section of the DKI Jakarta Polda Metro Jaya Regional Office. 

 

Research Results, And Research Discussion 

 

The implementation of cybercrime hoax in the pandemic corona virus (COVID19) policies at the 

central Jakarta police station 

Based on the results of the research on the implementation of the policies to combat cybercrime hoax in the pandemic corona 

virus (COVID19) policies at the central Jakarta police station in accordance with law no 19 of 2016 concerning electronic 

transactions 1, regarding electronic information and / or electronic documents that are legal legal evidence and (Perppu) No. 1 

of 2020 concerning State Financial Policy and Financial System Stability for Handling Covid-19 Pandemic using the concept 

of Edward III that policy implementation is influenced by four variables, namely: Communication, resources, disposition, and 

bureaucratic structure in the implementation of cybercrime hoax in the pandemic corona virus (COVID19) policies at the Polda 

Metro Jaya Police Station in DKI Jakarta was successful because the implementation of cybercrime hoax in the pandemic 

corona virus (COVID19) policies for the public and implementers knew what had to be done, where the goals and objectives of 

the policy had to be transmitted to the target groups, reducing - reducing the distortion of implementation, decreased crime rate 

to realize domestic security which includes maintaining the security and public order, orderly and upholding the law, carrying 

out protection, protection, and services to the community, as well as maintaining public peace by upholding the public high 

human rights. 

The implementation of cybercrime hoax in the pandemic corona virus (COVID19) policies at the Polda 

Metro Jaya Police Station in DKI Jakarta. 

 The existence of cyber patrols to reduce the number of crimes involving children in cyberspace, we will collaborate with 

related parties such as the telkom and the Minister of Communication and Information. cyber patrols are carried out to prevent 

cybercrime hoax involving minors and the operation of the cybercrime investigation headquarters, the polda Metro Crime 

Police Office Cyber Crime Investigations Satellite Office. Based on the results of the research on the implementation of the 

policies to combat cybercrime hoax in the pandemic corona virus (COVID19) policies at the central Jakarta police station in 

accordance with law no 19 of 2016 concerning electronic transactions 1, regarding electronic information and / or electronic 

documents that are legal legal evidence and (Perppu) No. 1 of 2020 concerning State Financial Policy and Financial System 

Stability for Handling Covid-19 Pandemic using the concept of Edward III that policy implementation is influenced by four 

variables, namely: Communication, resources, disposition, and bureaucratic structure in the implementation of cybercrime 

hoax in the pandemic corona virus (COVID19) policies at the Polda Metro Jaya Police Station in DKI Jakarta was successful 

because the implementation of cybercrime hoax in the pandemic corona virus (COVID19) policies for the public and 

implementers knew what had to be done, where the goals and objectives of the policy had to be transmitted to the target 

groups, reducing - reducing the distortion of implementation, decreased crime rate to realize domestic security which includes 

maintaining the security and public order, orderly and upholding the law, carrying out protection, protection, and services to 

the community, as well as maintaining public peace by upholding the public high human rights. 
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What obstacles have been faced in implementing the policy of implementing of cybercrime hoax in the 

pandemic corona virus (COVID19) policies at the Polda Metro Jaya Police Station in Central Jakarta?  

Limited constraints of personnel such as IT and cyber forensic experts, another crucial obstacle is the limited operational 

budget funds, a crucial problem besides legal instruments, namely insufficient human resources, budget and facilities and 

infrastructure to support disclosure of cyber bullying cases. At present there is only enough budget for one case per month. 

Even though in fact one month can be up to 15 cases, the weak supervision of internet usage has the potential to create 

opportunities for cybercrime hoax in the pandemic corona virus (covid19). The procedural constraints of UU IT Law and from 

the Ministry of Communication and Information (KOMINFO) which are directly related to the policy of using information 

technology and internet facilities in Indonesia. From the information obtained by the authors of the police department, they are 

still not too literate about technology, even many members of the cyber police Indonesia are still using computers. It could be 

said that Indonesian polyclinic ability in cyberspace is still in the standard stage or beginner. the implementation of cybercrime 

hoax in the pandemic corona virus (COVID19) policies at the Polda Metro Jaya Police Station in DKI Jakarta accordance with 

law no 19 of 2016 concerning electronic transactions 1, regarding electronic information and / or electronic documents that are 

legal legal evidence and (Perppu) No. 1 of 2020 concerning State Financial Policy and Financial System Stability for Handling 

Covid-19 Pandemic using the concept of Edward III that policy implementation is influenced by four variables, namely: 

Communication, resources, disposition, and bureaucratic structure in the implementation of cybercrime hoax in the pandemic 

corona virus (COVID19) policies at the Polda Metro Jaya Police Station in DKI Jakarta was successful because the 

implementation of cybercrime hoax in the pandemic corona virus (COVID19) policies for the public and implementers knew 

what had to be done, where the goals and objectives of the policy had to be transmitted to the target groups, reducing - 

reducing the distortion of implementation, decreased crime rate to realize domestic security which includes maintaining the 

security and public order, orderly and upholding the law, carrying out protection, protection, and services to the community, as 

well as maintaining public peace by upholding the public high human rights. 

What are the efforts made in implementing the cybercrime hoax in the pandemic corona virus 

(COVID19) policies at the polda Metro Jaya Police Station in Central Jakarta? 

There are trainings either by the police or the state or private universities and colleges in the information technology faculty. 

This step needs to be done to recruit information technology experts, especially students and students who have expertise in the 

field of IT (Information technology). The lecturers and students have a very strategic role because they are the ones who can 

keep up with the development of IT. Practitioners can also give important role in providing input to the government in 

computer and internet network security. The urgency of the needs of experts must also be balanced with the presence of 

sophisticated and advanced facilities and infrastructure and equipment facilities to support network security and also to 

facilitate tracking of perpetrators of crimes so that cases of cybercrime can be quickly resolved. in Jakarta it is implemented by 

empowering and employing cyber experts and experts in Indonesia for network security, even though it requires a short period 

of time at least these steps can be implemented by the government to reduce the limitations of experts. and the establishment of 

bodies and also the cooperation of the government with the private sector in tackling cyber bullying. The existence of cyber 

patrols to reduce the number of crimes involving children in cyberspace, we will collaborate with related parties such as the 

telkom and the Minister of Communication and Information. cyber patrols are carried out to prevent cybercrime involving 

minors and the operation of the cybercrime investigation headquarters, the Metro Crime Police Office Cyber Crime 

Investigations Satellite Office. the implementation of cybercrime hoax in the pandemic corona virus (COVID19) policies at the 

Polda Metro Jaya Police Station in DKI Jakarta accordance with law no 19 of 2016 concerning electronic transactions 1, 

regarding electronic information and / or electronic documents that are legal legal evidence and (Perppu) No. 1 of 2020 

concerning State Financial Policy and Financial System Stability for Handling Covid-19 Pandemic using the concept of 

Edward III that policy implementation is influenced by four variables, namely: Communication, resources, disposition, and 

bureaucratic structure in the implementation of cybercrime hoax in the pandemic corona virus (COVID19) policies at the Polda 

Metro Jaya Police Station in DKI Jakarta was successful because the implementation of cybercrime hoax in the pandemic 

corona virus (COVID19) policies for the public and implementers knew what had to be done, where the goals and objectives of 

the policy had to be transmitted to the target groups, reducing - reducing the distortion of implementation, decreased crime rate 

to realize domestic security which includes maintaining the security and public order, orderly and upholding the law, carrying 

out protection, protection, and services to the community, as well as maintaining public peace by upholding the public high 

human rights. 

Conclusion 
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1. That policy implementation is influenced by four variables, namely:Communication, resources, disposition, and 

bureaucratic structure in the implementation of cybercrime hoax in the pandemic corona virus (COVID19) policies at the 

Polda Metro Jaya Police Station in DKI Jakarta was successful because the implementation of cybercrime hoax in the 

pandemic corona virus (COVID19) policies for the public and implementers knew what had to be done, where the goals 

and objectives of the policy had to be transmitted to the target groups, reducing reducing the distortion of implementation, 

decreased crime rate to realize domestic security which includes maintaining the security and public order, orderly and 

upholding the law, carrying out protection, protection, and services to the community, as well as maintaining public peace 

by upholding the public high human rights. 

2. The obstacle Limited constraints of personnel such as IT and cyber forensic experts, another crucial obstacle is the limited 

operational budget funds, a crucial problem besides legal instruments, namely insufficient human resources, budget and 

facilities and infrastructure to support disclosure of cybercrime cases. At present there is only enough budget for one case 

per month. Even though in fact one month can be up to 15 cases, the weak supervision of internet usage has the potential 

to create opportunities for cybercrime. The procedural constraints of UU IT Law and from the Ministry of Communication 

and Information (KOMINFO) which are directly related to the policy of using information technology and internet 

facilities in Indonesia. From the information obtained by the authors of the police department, they are still not too literate 

about technology, even many members of the cyber police Indonesia are still using computers. It could be said that 

Indonesian polyclinic ability in cyberspace is still in the standard stage or beginner. 

3. There are trainings either by the police or the state or private universities and colleges in the information technology 

faculty. This step needs to be done to recruit information technology experts, especially students and students who have 

expertise in the field of IT (Information technology). The lecturers and students have a very strategic role because they are 

the ones who can keep up with the development of IT. Practitioners can also give important role in providing input to the 

government in computer and internet network security. The urgency of the needs of experts must also be balanced with the 

presence of sophisticated and advanced facilities and infrastructure and equipment facilities to support network security 

and also to facilitate tracking of perpetrators of crimes so that cases of cybercrime can be quickly resolved. in Jakarta it is 

implemented by empowering and employing cyber experts and experts in Indonesia for network security, even though it 

requires a short period of time at least these steps can be implemented by the government to reduce the limitations of 

experts. and the establishment of bodies and also the cooperation of the government with the private sector in tackling 

cybercrime. The existence of cyber patrols to reduce the number of crimes involving children in cyberspace, we will 

collaborate with related parties such as the telkom and the Minister of Communication and Information. cyber patrols are 

carried out to prevent cybercrime involving minors and the operation of the cybercrime investigation headquarters, the 

Metro Crime Police Office Cyber Crime Investigations Satellite Office 

 

Suggestion 
 

1. The improvement of the cybercrime hoax service delivery system must have experts who must be provided in the 

DKI Jakarta Polda Metro Jaya Regional Office and good coordination with the Ministry of Communication and 

Information. 

2. Improvements from the private sector are in the form of providing service providers such as Telkomsel, and 

others. To improve the service system again and impact Implementation of cybercrime hoax in the pandemic 

corona virus (COVID19) policies at the Metro Jaya Police Station in Central Jakarta: Increase parental awareness 

and attention to child supervision. The National Police of the Republic of Indonesia has also launched a child 

protection program on the internet (save children on the internet). State Code and Cyber Codes (BSSN). 

Sociocultural approaches and community socialization through seminars, training and competitions. 

3. Whereas the efforts made in the implementation of cybercrime hoax in the pandemic corona virus (COVID19) 

policies in the DKI Jakarta Regional Office of Jakarta, namely improvements in all aspects, namely when 

coordinating the division of tasks in implementing of cybercrime hoax in the pandemic corona virus (COVID19) 

policies, there must be improvements in human resources, facilities and infrastructure Making operational 

standard procedures (SOP) specifically for cybercrime hoax because the police do not yet have standard 

operational procedures (SOP) for hoax and are still joining cybercrime standard operating procedures (SOPs). 
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"Taylor's Rule does not say that the future is largely like the past. Unfortunately, history is 

not an infallible guide for predicting the future.”(Alan Greenspan) 

 

Abstract  
 
The empirical analysis of the monetary policy strategy applied in Romania is useful for both the economic, and academic 
environments. To the economic environment, the analysis provides a method for describing the behaviour of the central 
banks: showing either their use of some monetary rule, or other external factors to guide their strategies. From an academic 
point of view, this method helps in drawing conclusions, and building opinions, especially in making estimates regarding the 
guidance of the optimal behaviour of the monetary policy strategy. 
The analysis presented by this paper based on the proposal of the American economist Taylor started from the revised Taylor 
Rule (2002) and aimed at deciding whether the strategy of the National Bank of Romania was guided by the Taylor Rule, by 
the economic reality, or, rather, by a mix of the two. Thus, an empirical analysis was performed starting from the simple 
regression, on the data of Romania, to determine if the National Bank followed a Monetary Policy Rule based on Taylor 
Rule. Using quarterly data for the period 2006Q1-2020Q3, a monetary policy reaction function was estimated, and the results 
obtained will indicate if the Taylor Rule was applied by the National Bank of Romania. 

Keywords: monetary policy, Taylor Rule, output gap, exchange rate, inflation gap 

JEL codes: E52, E58, E47 

Introduction  

 
Over the time, the main monetary policy strategies applied by the National Bank of Romania concentrated on targeting the 
monetary aggregates, targeting the exchange rate, and targeting inflation. Currently, central banks in some member states of 
the European Union – for example: the Czech Republic, Hungary, and Poland, countries with a similar economic structure 
to Romania’s –, are using the targeting of inflation as a strategy. 
 
After the communist period, the strategy of targeting monetary aggregates was abandoned, due to the liberalisation of the 
inflation rate, and of capital flows. However, the Central Bank continues to pay particular attention to the evolution of 
monetary aggregates, as it offers useful information for inflation forecasting. 
 
In Romania - an emerging country – vulnerable to supply shocks, fragility of fiscal institutions, sudden interruptions of 
capital inflows, and labour emigration, it is difficult for the Central Bank to achieve its fundamental objective: price stability. 
According to Bernanke (2006), "price stability is both an end in itself and a means for monetary policy, as it contributes to 

sustainable economic growth and macroeconomic stability". 
 
So far, no uniform rule for an open economy has been identified in the specialised literature, to guide the evolution of 
monetary policy in the economies that aim to converge to the euro. Identifying a monetary policy rule for open economies 
that aim to converge toward a common monetary system, as well as monitoring the conduct of monetary policy based on 
inflation targeting, is a complex task. An analysis based on such a rule should include dependent (input) variables such as: 
real interest rate, inflation gap, output gap, and exchange rate. Thus, this study aims to identify an admissible rule, oriented 
towards the future for the Romanian economy - an open economy, which converges towards a common currency system. 
 
This article will analyse whether the monetary policy strategy applied by the National Bank of Romania follows the Taylor 
Monetary Policy Rule. In other words, the writer tries to demonstrate that monetary policy strategy cannot be implemented 
exclusively through discretionary powers. It needs a set of pre-established rules to guide changes in certain monetary policy 
variables, such as the short-term interest rate, the deviation from potential output, or the deviation from the inflation target. 
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The paper analyses  the case of Romania in a period covering the pre-crisis, the financial crisis period of 2008, and the post-
crisis period, and will also contribute towards completing the literature, by bringing up to date the research based on the 
Taylor Rule. 
Through this study, the author aims to provide an explanation and, at the same time, to define an efficient, credible, and 
simple rule that could be understood by all the economic agents, and could be used as the key to the success of all future 
reforms to be undertaken by specialized institutions in Romania. 
 
The paper comprises of four chapters: the first chapter presents a literature review, rendering the main aspects in the field of 
monetary policy. The second chapter contains a description of the methodology applied, the analysis model, the data used, 
and the period used for the application of the model. In the third chapter, the author presents the empirical results obtained, 
and, in the last chapter, she presents the main conclusions drawn on the analysis model. 
 
Literature Review 

 
The debate on monetary policy decisions, whether they should be governed by certain rules or by discretionary policies, 
began many years ago, in the time of the economist Henry Simons (1936). Discussions regarding „rules versus discretion” 
continued during World War II and they still go on nowadays. 
 
The basic model developed by Taylor (1993) aims to track the interest rate decisions made by the US Federal Reserve as a 
response to in the inflation gap and in the output gap. It describes how the central bank increases or decreases the target 
interest rate when the expected inflation is higher/lower than the inflation target,  and when the actual output is higher/lower 
than the potential output. According to Svensson (2000), Taylor's basic model is insufficient for open economies, which are 
constantly subject to external shocks. Subsequently, examining the issue regarding the application of monetary policies , 
Corsetti et al. (2011) and Monacelli (2013) found that, indeed, the Taylor Rule needs to be re-examined and adapted for open 
economies. Thus, they support  the introduction of the exchange rate as a variable. 
 
Taylor (2001) extended the monetary policy rule, including in its analysis the exchange rate, as an economic variable to 
which the interest rate responds. According to him, a flexible exchange rate and a monetary policy strategy based on inflation 
targeting make the only solid monetary policy for emerging economies. In these economies, the introduction of an exchange 
rate regime has been essential to achieve low and economically stable inflation. He pointed out that a successful monetary 
policy should be based on a mix, which includes the defining variables in the field of monetary policy, such as the exchange 
rate, the inflation gap, the output gap, and the monetary policy interest rate. In his view, there are two main approaches. The 
first approach focuses on the benefits of a monetary policy receptive to the exchange rate, while the second approach focuses 
on central banks’ actual behaviour. 
 
This paper follows the second approach. The author performed an econometric analysis using the basic Taylor Rule as a 
starting point and including the exchange rate as a variable.  When making this choice, I took into consideration the studies 
that have investigated the way the exchange rate influences the monetary policy in open economies. Leitemo and Söderström 
(2005) argue that, because of the exchange rate, new monetary policy transmission mechanisms appear. Moreover, the 
exchange rate influences the inflation rate in the economy, through the prices of imported goods, which affects the cost of 
domestically produced goods and, consequently, their prices. Additional arguments were found by Calvo and Reinhart (2002) 
for the case of developing economies. According to them, central banks reacted to exchange rate fluctuations by using the 
monetary policy to reduce them . 
 
Maria-Dolores (2005) performed an analysis of developing countries in Central and Eastern Europe, starting from the 
premise that the Taylor Rule is a benchmark for central banks when establishing the monetary policy strategy. The author 
found that three of the states she analysed, namely the Czech Republic, Poland and Hungary, follow a Taylor Rule. She 
found that, among the factors that contributed to the result, a decisive role played the decisions of the three states to access 
the EU and, subsequently, a few years later,  the European Monetary Union (EMU). It was deemed that central banks' 
adherence to a Taylor Rule would support those states in the respective transition process, allowing them to maintain 
macroeconomic stability and accelerate the nominal convergence process. It should be noted that, during the period under 
review, the monetary policy strategy applied in these three states was the inflation targeting strategy. At their turn, 
Yilmazkuday and Akay (2008) found that the Central Bank of Hungary reacts only to exchange rate movements, while those 
of Poland and of the Czech Republic respond to the output gap and to the inflation gap from the target when setting the 
interest rate. Kühn and Muysken (2012) showed that central banks that adopt the inflation targeting strategy tend to use the 
Taylor Rule. They argue that, in fact, the Taylor Rule considers fluctuations of the real natural interest rate and that the 
reaction to the output gap is a reaction of the nominal interest rate to changes in the natural real interest rate. Because of this, 
the European Central Bank is following the Taylor Rule. 
 
Over the time, many researchers have tried to test the validity of Taylor's Rule for several economies, and for different time 
periods. In his study, Castro (2011) introduced a forward-looking monetary policy response function that describes the 
behaviour of the European Central Bank and of the Bank of England, and argued that their behaviour is guided by a nonlinear 
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rule. The author also described the behaviour of the U.S. Federal Reserve, arguing that it could be described by a Taylor-
type linear rule.  
 
Methodology and Data 

 
Taylor Rule  gives a reaction function to examine the behaviour of monetary policy in relation to economic performance . In 
his analysis from 1987-1992, Taylor started from the premise of a strong correlation between the monetary policy interest 
rate, the inflation gap from the target, and the output gap. Following an extensive analysis, he noted that the evolution of 
monetary policy interest rates in the U.S.A. can be described by the following equation: 
 

it = π*+α(π-π*)+βyt+r*, where:                                                                      (1) 
 

• it – monetary policy interest rate 
• yt – output gap 
• π – current inflation rate 
• π* – inflation target 
• r* – the equilibrium real interest rate  
• α, β – positive parameters (reaction to the inflation deviation parameter, and reaction to output gap parameter) 

 
During the analysis period, Taylor used the following values: r*=2, π*=2, a 0.5 coefficient  for the output gap and for the 
inflation gap.  
 
Given the complexity of today’s economies, the relationship discovered by Taylor is far too simple. Therefore, the initial 
equation should be adjusted according to the specific conditions of the country analysed. This can be seen in this article, 
which performs an analysis on the case of Romania. 
 
Using Taylor’s initial equation (1993) as a starting point, it can be analysed whether monetary policy interest rate decisions 
are based on the deviation of effective inflation from the target level, and on the output gap. Due to the complexity of the 
relationship discovered, Taylor has the merit of bringing back to the attention of monetary policy specialists the importance 
of the interest rate in the mechanisms of monetary policy transmission. In addition, Taylor’s equation is not only used to 
pursue monetary policy in an economy, but also to verify its effectiveness in times of cyclicality in the economy. 
 
To date, the economists have made significant progress in terms of understanding and forecasting the mechanisms of 
monetary policy transmission. It must not be forgotten that these advancements in monetary policy have been largely due to 
an integration of past mistakes. 
 
Next, it will be realized an empirical analysis on Romania, starting from the Taylor’s extended equation and the study 
prepared by Nagy Dézsi-Benyovszki Petra Szabó (2014) for Romania during 2005-2013. Thus, the equation will be:  
 

��= a +b× ����+ c(��-��
∗)+d × ��+ f × �	�+ ��, where:                                  (2) 

 

• i = monetary policy interest rate of National Bank of Romania 
• π= current inflation rate    
• π

∗= inflation target 
• y= output gap  
• Δe= Ron/Euro exchange rate  
• a = constant which corresponds to the sum of long term real interest rate  
• b, f = regression parameters 
• c, d = inflation reaction parameter, output gap reaction parameter (positive) 

 
In this study, the author used quarterly time series for Romania for the period 2005Q3-2020Q3. The series used starts with 
2005 because National Bank of Romania adopted in August 2005 the monetary policy strategy based on inflation targeting. 
The monetary policy equation will be:   
 

��= ρ× ����+ (1-ρ)×[α+β(��-��
∗) + Ɣ×��+ δ×�	�]+ ��, where:                       (3) 

 
• i= monetary policy interest rate of National Bank of Romania 
• π

∗= inflation targeting 
• y= output-gap  
• Δe= Ron/Euro nominal exchange rate 
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• ρ = smoothing parameter  
• α = constant which corresponds to the sum of long term real interest rate and the inflation target from equation 
• β, Ɣ = inflation reaction parameter, output gap reaction parameter (pozitiv) 
• δ = regression parameter 
• ε = error term 

 
Further, a simple regression equation was applied, where the dependent variable is the monetary policy interest rate and the 
independent variables are: output gap, exchange rate, and inflation gap. 
 
During the financial crisis of 2008, supply and demand shocks generated an increase in inflation rate of almost 9%, which 
led to a more stringent monetary policy. As a result, the National Bank of Romania revised the monetary policy interest rate 
and increased it from 8.83% in the first quarter of 2008 to 10.25% in the fourth quarter of the same year. After that peak, as 
it can be seen in the figure below, the monetary policy interest rate gradually decreased, reaching 5.25% in 2013, at the exit 
from the crisis, and continuing to decrease to reach 1.58%, in the third quarter of 2020 .  
 
As a result of the impact of the COVID 19 pandemic on the Romanian economy, a sudden “V”-shaped decrease of the output 
gap  can be observed in 2020. As early as the first quarter of 2020, more precisely at the end of February and the beginning 
of March, the global crisis induced by the spread of COVID 19  began to grow and to increasingly affect the Romanian 
economy. The strict measures taken at the beginning of the pandemic period, respectively in the last quarter of the 2020 year 
and first quarter of the 2021, such as the imposition of quarantine measures and closing the borders , but also the imposition 
of interior restrictive measures (by closing the regions of the country) led to a massive decrease in external and internal 
demand. As such, analysts support a gradual recovery of the economy in the "V", starting from the fact that this crisis is 
different from the financial crisis of 2008, there is no strong negative shock  on the economy, and, in particular, the prompt 
reaction of the National Bank, will lead to a recovery of the economy following a "V"-shape, as illustrated in Figure 1.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure 1: Evolution of monetary policy interest rate, inflation rate, inflation target and output gap between 2005Q4 

– 2020Q3 
Source: Inflation rate report and statistical database available on National Bank of Romania site between 2005-2020 perioad. The output 

gap was estimated by the author, using Eviews 10.0 with Hodrik Prescott Filter and the quarterly GDP index from the Eurostat 

database (index 2010=100) between 2005-2020 

 

Regarding the exchange rate variable, although it is not completely free – the inflation targeting strategy being a flexible one 
in terms of maintaining a controlled floating regime of the exchange rate – its evolution is the result of the action of a much 
larger number of factors (e.g.: risk aversion of foreign investors, internal and external macroeconomic imbalances, political 
factors, etc.). On some of these factors, monetary policy can not act, or it has a limited influence, conditioned by other 
macroeconomic policies (fiscal, revenue, structural reforms). 
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The next figure shows the evolution of the exchange rate, which followed a downward trend between 2005 and first quarter 
of the 2007, so that the euro depreciated, reaching 3.33733 RON/EUR. Starting with the summer of the 2007, it followed an 
upward trend, leading to a massive depreciation of the national currency. In 2008, at the time of the financial crisis, the 
exchange rate reached the value of 3.68273 RON/EUR. During the economic crisis, but also in the post-crisis period, the 
evolution of the exchange rate followed an upward linear trend, exceeding the value of 4 RON/EUR, and last year reaching 
the value of 4.82573 RON/EUR.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Evolution of the exchange rate between 2005-2020 
 

 

Source: National Bank of Romania, author’s calculations using Eviews 10.0 

 Annual averages were calculated as an average based on quarterly values 

 
Empirical Results  
 
Next, using a simple linear regression, the monetary policy interest rate will be estimated. It should be noted that the second 
equation (as seen at page 3), on the basis of which the econometric model will be performed, also includes a late monetary 
policy interest rate, in order to take into account the uniformity of instruments and the exchange rate. In a context where the 
economy is not in perfect balance, it is necessary to use a benchmark to capture the evolution of monetary policy. Thus, the 
standard used in this case is the interest rate of delayed monetary policy that captures the monetary policy applied from one 
economic period to another. 
 

Table 1: Simple regression model using statistical series between 2005Q4-2020Q3 

Dependent Variable: MONETARY_POLICY_RATE 
Method: Least Squares  

Date: 12/02/20   Time: 11:42  

Sample (adjusted): 2005Q4 2020Q3 

Included observations: 60 after adjustments 
Variable Coefficient Std. Error t-Statistic Prob.   

OUTPUT_GAP 5.197930 1.576578 3.296970 0.0017 

INFLATION_GAP 0.110410 0.024056 4.589656 0.0000 

EXCHANGE_RATE_NOM -0.506818 0.184796 -2.742575 0.0082 

C 2.683839 0.912623 2.940796 0.0048 

MONETARY_POLICY_RATE(-1) 0.855422 0.031057 27.54331 0.0000 

R-squared 0.984260     Mean dependent var 4.969000 

Adjusted R-squared 0.983115     S.D. dependent var 2.830997 
S.E. of regression 0.367863     Akaike info criterion 0.917445 

Sum squared resid 7.442790     Schwarz criterion 1.091974 

Log likelihood -22.52335     Hannan-Quinn criter. 0.985713 

F-statistic 859.8202     Durbin-Watson stat 1.229923 
Prob(F-statistic) 0.000000    

             Source: Author’s calculations using Eviews 10.0 

 
The values for R-squared and adjusted R-squared indicate the extent to which the dependent variable (monetary policy 
interest rate) is explained by the independent variables. Theoretically, since the values of the two indicators are close to 1, 
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the model is better. In this case, based on the values obtained, it can be stated that 98% of the monetary policy interest rate 
is explained by the variables included in the econometric model. 
 
Regarding the stability of the analysis model, the Cusum Test was performed. According to this, the econometric models 
cannot be valid without taking into account changes that may occur during the analysed period. As can be seen in Annex 1 
of this paper, the trend of the analysed variables is within the range (-10,+10), which means that the coefficients of the 
equation are stable. 
 
Also, the White Test was applied to test heteroskedasticity. According to the obtained results, it can be observed that the 
hypothesis of heteroskedasticity is zero. Therefore, the econometric model respects this condition and the heteroskedasticity 
is not present. 
 

Regarding the autocorrelation of errors, it can be seen in the annex 3, that for a probability of 0.1674, which is higher than 
0.005, there is no autocorrelation of errors.  
 
According to the results in the annex 4, the probability associated with Jarque-Bera test is less than the critical value (0.05), 
which indicates that the econometric model follows a normal distribution. On the one hand, the asymmetry coefficient, 
Skewness, is negative, which means that the distribution of the model is not symmetrical, but "left-skewed". On the other 
hand, the Kurtosis flattening coefficient is higher than its normal value, 3, which indicates that the series is leptokurtic. This 
situation is often encountered, especially in the case of financial variables with high volatility.  
 

Tabel 2: Testing the residual hypothesis 

 

Hypothesis checked Results  

Stability of the model – Cusum test (-10,+10) 
Heteroskedasticity – Test White Prob. 0.0002 

Autocorrelation of errors – Breusch Godfrey Prob. 0.1674 

Normal distribution – Jarque – Bera Prob. 0.0000 
 Source: Author’s calculations using Eviews 10.0 
 
The simple LS regression model can be accepted because all conditions of stability, heteroskedasticity, autocorrelation have 
been tested and met. As a result, all explanatory variables are statistically significant and explain a 98% change in the 
monetary policy interest rate. Also, a similar value of the R-squared coefficient (97%) was obtained by Nagy, Á., Dézsi-
Benyovszki A., Petra Szabó T. (2014) and presented in the article “The appliance of the Taylor rule in Romania: myth or 
reality?”, page 10, but for a shorter period of time, respectively 2006Q1-2013Q1. Based on the theory developed by Nagy, 
Á., Dézsi-Benyovszki A., Petra Szabó T. (2014), an analysis was performed over a longer period, respectively 2005Q4-
2020Q3, to test whether the NBR followed a Taylor's monetary policy rule. The analysis is based on an empirical model, 
starting from the Taylor Equation revised in 2002.  
 
According to the obtained results, figure 3 shows the graph that reflects the evolution of the monetary policy interest rate of 
the National Bank of Romania and the evolution of the projected monetary policy interest rate from the analysed period. 
According to the results, it can be stated that the National Bank of Romania followed the Taylor Rule in setting the monetary 
policy interest rate.  
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                 Source: Author’s calculations using Eviews 10.0 

Figure 3: Taylor Rule versus monetary policy interest rate from Romania 
 

Because its use over time has demonstrated a high capacity to determine monetary policy actions, but also to prevent 
monetary policy guidelines, the Taylor Rule is a tool for evaluating monetary policy and guiding strategy in this area. 
 

Conclusions 

 
This article examined how the National Bank of Romania's monetary policy is transmitted to the national economy, following 
the monetary policy strategy adopted since August 2005 and September 2020. 
 
Monetary policy acts to maximize welfare at the national level, ensures price stability, keeping production as close to 
potential as possible. Pursuing price stability, monetary policy contributes to the sustainability of economic growth, no 
country achieving high economic growth for long periods in conditions of high inflation. 
 
A central bank is generally considered to be following Taylor's Rule when the values of the inflation rate and gross domestic 
product do not deviate from the set target level. Target levels and assigned weights are determined by the authority that 
develops and implements monetary policy. 
 
The results of this paper suggest that the National Bank of Romania follows the Taylor Rule in implementing its monetary 
policy strategy. Although monetary policy is usually based on rules, especially the economist Taylor's theory in decision-
making, it is necessary to maintain a certain degree of flexibility, as there have been years, such as 2008 or 2016, in which, 
the results obtained recorded deviations from Taylor's Rule. 
 
In conclusion, the appliance of the Taylor Rule in the monetary policy domaine is very useful, because that helps the central 
banks ensure to take the corect decisions and can be formulated the economic scenarios regarding the application of the 
monetary policy strategy. 
 
In the future, the author wants to extend the analysis to countries in Central and Eastern Europe, with a similar economic 
structure, such as the Czech Republic, Hungary and Poland.  
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Annex 1. Testing the stability of the econometric model 

 

 
Source: Author’s calculations using Eviews 10.0 

 

Annex 2. Heteroskedasticity Test 

Heteroskedasticity Test: White  
          

F-statistic 4.050967     Prob. F(14,45) 0.0002 
Obs*R-squared 33.45486     Prob. Chi-Square(14) 0.0025 
Scaled explained SS 74.14079     Prob. Chi-Square(14) 0.0000 

          
Source: Author’s calculations using Eviews 10.0 
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Annex 3. Error autocorrelation testing 
Breusch-Godfrey Serial Correlation LM Test: 

          
F-statistic 1.686847     Prob. F(4,51) 0.1674 
Obs*R-squared 7.010591     Prob. Chi-Square(4) 0.1353 

          
Source: Author’s calculations using Eviews 10.0 

 

Annex 4. Testing the normality of the model 
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Kurtosis   6.274789
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Source: Author’s calculations using Eviews 10.0 
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Abstract 

 
The paper utilizes the multivariate comparative analysis of quantity of passengers transported by air in the United States and 

Great Britain in 2019-2020 in terms of economic security. The primary data was grouped and compiled on categorized line 

charts and bar charts. Constant-base dynamics indicators were used to detect the dynamics of changes taking place in the 

considered time intervals. For illustrative purposes, additional scales were introduced on selected charts so as to observe the 

regularities governing the phenomenon under consideration. The study ends with a summary and conclusions.  
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Introduction 
 

In the 21st century, transport is the branch of the national economy that is responsible for meeting people's needs by quickly 

moving them to change their place of residence. Properly functioning transport allows for the development of various spheres 

of the economy, which include: industry, trade, construction and agriculture. It also affects economic growth. 

 

The aim of the paper is the multivariate comparative analysis of the transport of people by air in the United States and Great 

Britain in the homonymous period from March 1 to July 31, 2019 and 2020 in terms of economic security. The subject of 

research are the United States and Great Britain. The Great Britain is the leader in Europe in terms of passenger air transport, 

and the United States is the world leader. The object of research are passengers transported by air. 

 

The paper utilizes research methods in the form of: literature analysis related to passenger air transport, multivariate 

comparative analysis and economic security. The following research tools were used in the research: the categorized line 

charts and the categorized bar charts and the constant-base dynamics indicators. 

 

The study consists of an introduction, two content-related sections, a summary and conclusions. 

 

Analysis of the literature on the subject of the research  
 

In the global economy of the 21st century, the importance of transport is systematically growing. However, there are typically 

random phenomena that may slow it down. One of the examples is the spreading of infectious diseases that are dangerous to 

humans.  

 

The analysis of the literature shows that transport means activities related to the movement of resources in the supply chain 

[1]. Air passenger transport has been studied in this study. This mode of transport is linked to the needs of the economy and 

society to transport people in time and space. These needs are implemented by bidders, producers, sellers of transport services 

and other entities. The proper functioning of the transport sector requires both constant technical and technological 

development as well as fast, accurate information flow. Providing these functionalities is synonymous with the continuous 

and global cooperation of the passenger transport sector with many companies and organizations. In summary, passenger air 

transport affects the functioning of the entire economy, including economic growth. Its slowdown may cause major changes 

that may threaten the economic security of organizations and individual countries.  
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An example of fortuitous phenomena that cause a slowdown in economies, including transport, are pandemics of diseases, 

including COVID-19. The first case of infectious disease COVID-19 was reported in December 2019 in China [5; 9]. The 

infectious disease showed a rapid growing trend in various countries of the world and on March 11, 2020, the WHO declared 

it a pandemic [7; 12]. 

 

A large number of infected people and a high number of deaths have led to the introduction of many restrictions on the 

functioning of people in various countries of the world: the use of masks, disinfectants, various types of movement 

restrictions and the prohibition of group meetings in everyday life. [3; 6]. 

 

COVID-19 has caused the greatest changes in passenger air transport. Huge drops in the number of passengers transported 

by air have been observed from March 2020 [10]. This fact, in turn, contributed to the slowdown in economic growth of 

many world economies [8].  

 

The COVID-19 pandemic resulted in high levels of indebtedness in large economies, unfavorable demographic conditions 

in developed markets, lack of political will to implement major structural reforms, and increased geopolitical and trade risk 

[13]. 

 

Subsequent changes concerned large drops in prices per barrel of crude oil, dictated by the global reduction in demand for 

this raw material. Other effects include spikes in unemployment, remote work and study, e-commerce, remote health care, 

and more.  

 

The paper presents a multidimensional comparative analysis of the number of passengers transported by air transport in the 

United States and Great Britain in terms of economic security before and during the COVID-19 pandemic. 

 

The analysis of the literature shows that the multivariate comparative analysis is a group of statistical methods, by which at 

least two variables describing each object are simultaneously analyzed [2]. The study utilizes the grouping and ordering 

methods in order to highlight the regularities that govern the observed phenomena in the time frames under consideration in 

terms of economic security.  

 

The economic security a state of reality that allows for the development of the economy and for ensuring a proper standard 

of living for citizens through continuous access to raw materials, capital, technology or information [4].  

 

During the COVID-19 pandemic, there was a disturbance in the continuous access to the accepted standard of living of 

citizens, which such standard resulted, inter alia, from the freedom to move quickly to various places in the world by using 

air passenger transport.  

 

The study was carried out by using a multidimensional comparative analysis of the quantity of passengers transported by air 

in the United States and the Great Britain before the pandemic and during COVID-19 in terms of economic security. 

 

The multidimensional comparative analysis of the quantity of passengers transported by air in 

the United States and Great Britain in terms of economic security before and during the COVID-

19 pandemic. 
 

The multivariate comparative analysis of data on quantity of passengers transported by air in the United States from March 

1 to November 11, 2019 and 2020 and in the Great Britain from March 1 to July 31, 2019 and 2020 was started by outlining 

a categorized line chart in Figure 1. 
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Fig. 1: Categorized line chart of data on the quantity of passengers transported by air in homonymous time units in 

the United States from March 1 to November 11 in 2019 and 2020 and in the Great Britain from March 1 to July 

31, 2019 and 2020, (the left axis Y - quantity of passengers carried by air transport in homonymous time units in the 

United States from March 1 to November 11, 2019 and 2020; the right axis Y - quantity of passengers transported 

by air in homonymous time units in Great Britain from March 1 to July 31, 2019 and 2020). 

 

For illustrative purposes, two scales of the Y axis have been adopted in Figure 1. The left Y axis has assigned 
data on the quantity of passengers transported by air transport in homonymous periods from March 1 to November 11, 2019 

and 2020. On the other hand, the scale of the right Y axis shows the number of passengers transported by air in Great Britain 

in the time periods from March 1 to July 31 in 2019 and 2020. The data presented in Figure 1 shows that after the 

announcement of the COVID-19 pandemic on March 11, 2020, there were huge drops in the number of passengers 

transported by air in both the United States and Great Britain. In the time series from March 1 to July 31, 2019, a total of 

373,435,777 passengers were transported in the United States. The median of quantity of passengers on a daily basis in the 

period under consideration in the United States is 2,485,430 passengers. On the other hand, in the homonymous time period 

from March 1 to July 31, 2019, 48,592,700 passengers were transported by air in Great Britain. The median of quantity of 

passengers in Great Britain in the homonymous time frame is 329,700 passengers. The obtained median measures show that 

on average in 2019, 7.53 times more passengers were transported in the United States than in the Great Britain. Huge changes 

were seen following the announcement of the COVID-19 pandemic in 2020. In the United States, 74,735,143 passengers 

were transported by air in the homonymous time frame in 2020. The median of quantity of passengers traveling by air in the 

US in the homonymous time frame from March 1 to July 31 fell to 331,341 passengers. However, in Great Britain, 5,522,200 

passengers were transported in the same time frame. The median in Great Britain from March 1 to July 31, 2020 reached the 

level of 6,400 passengers. In 2020, the United States carried an average of 51.77 times as many passengers per day in the 

homonymous period of time as in the UK. The difference between the homonymous time frames from March 1 to July 31 in 

2019 and in 2020 in the United States is less than 298,700,634 passengers. In 2020, compared to 2019, 79.99 percentage 

points fewer passengers were transported in the United States in the homonymous time frame from March 1 to July 31. 

However, the difference between in the homonymous time frames from March 1 to July 31, 2019, compared to 2020, is 

43,070,500 passengers. In 2020, compared to 2019, 88.64 percentage points fewer passengers were transported by air in the 

homonymous time period from March 1 to July 31 in Great Britain.  

 

It should also be emphasized that the persistent low number of passengers transported by air during the COVID-19 pandemic 

in the United States is also visible in the further time period from August 1 to November 11, 2020 (Fig. 1). The median of 

quantity of passengers transported in the United States in the analyzed time period was 729,558 passengers, while in 2019 it 

was higher in the homonymous time period and amounted to 2,367,967.  

 

The next stage of the analyzes is to examine the dynamics of changes in the number of passengers transported by air in the 

United States and Great Britain in 2019-2020. For this purpose, the constant-base dynamics indicators (constant on March 

1, 2019, 2020) were calculated and outlined in Figure 2. 
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Fig. 2: Categorized line chart of the constant-base dynamics indicators (constant - the homonymous day - the 

quantity of passengers transported by air on March 1, 2019 and 2020 in the United States, Great Britain) of data on 

the quantity of passengers transported by air transport in identical time units in the United States from March 1 to 

November 11, 2019 and 2020 and in the Great Britain from March 1 to July 31, 2019 and 2020 

 

Figure 2 shows that in 2019 in the period from March 1 to July 31 in the Great Britain, the dynamics of the increase in the 

quantity of transported passengers was higher than in the homonymous time period in the United States. It should be 

emphasized that the median of the constant-base dynamics indicators (Fig. 2) in Great Britain amounted to 114.29 percentage 

points, while in the United States it was 106.05 percentage points in the same time period. The highest value of the constant-

base dynamics indicators in the analyzed time period in Great Britain was recorded at the level of 139.91 percentage points, 

while in the United States it was 121.46 percentage points. When analyzing the homonymous time intervals in both countries 

in 2020, it was observed that the growth dynamics of the number of passengers in the United States was higher than in the 

Great Britain. The median of quantity of passengers transported by air in the United States in the period from March 1 to 

July 31, 2020 was 14.53 percentage points, while in the Great Britain it was 2.49 percentage points. 

 

It should be emphasized that the low level of the constant-base dynamics indicators in the United States also continued in 

the period from August 1 to November 11, 2020. The median of the analyzed constant-base dynamics indicators amounted 

to 31.99 percentage points. 

 

The next stage of the research was to draw a categorized line chart (Fig. 3) of the difference in the constant-base dynamics 

indicators between the quantity of passengers transported in the United States and Great Britain in the homonymous time 

units from March 1 to July 31 in 2019 and 2020. 
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Fig. 3: Categorized line chart of the difference in the constant-base dynamics indicators (constant - homonymous 

day - the quantity of passengers transported by air on March 1, 2019 and 2020 in the United States, Great Britain) 

between the quantity of passengers transported in the United States and Great Britain in homonymous time units 

from March 1 until July 31 in 2019 (red color line) and 2020 (blue color line) 

 

The data presented in Figure 3 shows that in 2019 the growth rate of the number of transported passengers in the United 

States was lower than in Great Britain. The median of difference between constant-base dynamics indicators in the 

homonymous time period from March 1 to July 31 in 2019 between the United States and Great Britain was -10.05 percentage 

points.  

 

On the other hand, in 2020, in the same time frame, greater growth dynamics was recorded in the United States than in Great 

Britain. The median of difference between constant-base dynamics indicators in the homonymous time period from March 

1 to July 31 in 2020 between the United States and Great Britain was 5.78 percentage points.  

 

The next stage of the research was to conduct a comparative analysis of the quantity of passengers transported by air in the 

United States and Great Britain in the group of months from March to November in 2019 and 2020. The results are shown 

in Figure 4. 
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Fig. 4 : Categorized bar chart of the quantity of passengers transported in homonymous months by air transport in 

the United States from March 1 to November 11, 2019 and 2020 and in the Great Britain from March 1 to July 31, 

2019 and 2020 (left Y axis - quantity of passengers transported by air in the United States from March 1 to 

November 11, 2019; right Y1 axis - quantity of passengers transported by air in the United States from March 1 to 

November 11, 2020; right axis Y2 - quantity of passengers transported by air in the Great Britain from March 1 to 

July 31, 2019 year; right axis Y3 - quantity of passengers transported by air in Great Britain from March 1 to July 

31, 2020) 

 

For illustrative purposes, in order to accurately observe the trends governing the observed phenomena in the four analyzed 

functions, in Figure 4 they were given four separate Y scales, which are described below. The observation of the data 

presented in this figure allows us to conclude that the most passengers (in the four analyzed time periods) were transported 

in July 2019 in the United States: 79,511,968 and in Great Britain: 11,130,100. It should be emphasized that in 2019 in the 

United States and Great Britain there is a growing trend in the number of passengers transported from March to July.  

 

On the other hand, in 2020, in the individual analyzed months, huge drops in the number of passengers transported by air 

were observed. Between 2019 (422,028,477) and 2020 (80,257,343) it is 5.26 times smaller. 

 

For illustrative purposes, it was decided to examine the dynamics of changes in the quantity of transported passengers on a 

monthly basis from March 1 to July 31 in 2019 and 2020 in the United States and Great Britain. To achieve this goal, 

constant-base dynamics indicators were calculated, and the results of the research are outlined in Figure 5. 
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Fig. 5: Categorized bar chart of constant-base dynamics indicators (constant - March - quantity of passengers 

transported by air transport in March 2019 and 2020 in the United States, Great Britain) in months, of data on the 

number of passengers transported by air transport in homonymous time units in the United States from April to 

November 2019 and 2020 and in the Great Britain from April to July 2019 and 2020 

 

The observation of the data presented in Figure 5 allows us to conclude that the highest growth dynamics of the dynamics 

rates on a monthly basis in 2019 and 2020 in the homonymous time periods from March to July was visible in the UK in 

2019. From March to July, there was an increase in the constant-base dynamics indicators to the level of 42.39 percentage 

points. In the same time frame, the United States saw an increase of 9.4 percentage points.  

 

Considering 2020, significant drops in the constant-base dynamics indicators were observed. It should be emphasized that 

from April to July 2020, a growing trend in the quantity of passengers transported by air in the United States is visible. On 

the other hand, in Great Britain, the increase was recorded only in July, when the dynamics index amounted to 33.04 

percentage points and was higher than June by 27.93 percentage points. 

 

The next stage of the research was to conduct a comparative analysis of the difference in constant-base dynamics indicators 

between the quantity of passengers transported in the United States and Great Britain in homonymous units for the months 

from April to July in 2019 and 2020 (Fig. 6). 
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Fig. 6: Categorized bar chart of the difference in constant-base dynamics indicators (constant - homonymous month 

- the quantity of passengers transported by air in March 2019 and 2020 in the United States, Great Britain) between 

the quantity of passengers transported in the United States and Great Britain in homonymous units for the months 

from April to July in 2019 (red color line) and 2020 (blue color line) 

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

233



 

 

The data presented in Figure 6 shows that during the COVID-19 pandemic from March to July 2020, the difference in 

constant-base dynamics indicators on a monthly basis between the United States and the United Kingdom increased by 17.13 

percentage points. Additionally, until June, in the homonymous time period in the group of months in 2020, there is a positive 

difference with an upward trend in the constant-base dynamics indicators between the United States and Great Britain. In 

2019, there was a negative difference in constant-base dynamics indicators on a monthly basis in the quantity of passengers 

transported by air in homonymous time periods from March to July, which was a downward trend between the United States 

and the Great Britain. The decrease in the difference between the constant-base dynamics indicators in the months group 

between the United States and Great Britain from March to July in 2019 was by 32.99 percentage points. 

 

Summary and Conclusions 
 

The research shows that since March 2020 there have been huge drops in the number of passengers transported by air in both 

the United States and Great Britain. In the time series from March 1 to July 31, 2019, a total of 373,435,777 passengers were 

transported by air in the United States (Fig. 1). In contrast, 48,592,700 passengers were carried in Great Britain. Thus, 7.53 

times more passengers were transported in the United States than in Great Britain. On the other hand, in 2020, 74,735,143 

passengers were transported by air in the same period, and 5,522,200 in Great Britain. Thus, in 2020, in the analyzed 

homonymous time period, the United States carried 51.77 times more passengers per day by air transport than in the Great 

Britain. In 2020, compared to 2019, 79.99 percentage points fewer passengers were transported in the United States in the 

homonymous time frame from March 1 to July 31. However, the difference between the homonymous time periods from 

March 1 to July 31 in 2019 and in 2020 is 43,070,500 passengers. In 2020, compared to 2019, 88.64 percentage points fewer 

passengers were transported in the Great Britain in the homonymous time period from March 1 to July 31.  

 

It should also be emphasized that the persistent low number of passengers transported by air during the COVID-19 pandemic 

in the United States is also visible in the further time period from August 1 to November 11, 2020 (Fig. 1). The median of 

quantity of passengers transported in the United States in the analyzed time period was 729,558 people, while in 2019 it was 

higher in the homonymous time period and amounted to 2,367,967 passengers.  

 

In 2019, in the period from March 1 to July 31 in Great Britain (Fig. 2), the dynamics of the increase in the number of 

transported passengers was higher than in the homonymous time period in the United States. It should be emphasized that 

the median of the constant-base dynamics indicators (Fig. 2) in Great Britain amounted to 114.29 percentage points, while 

in the United States it was 106.05 percentage points in the same time period. When analyzing the homonymous time periods 

from March 1 to July 31 in 2020, it was observed that the growth dynamics of the number of passengers in the United States 

was higher than in the Great Britain. The median of quantity of passengers transported by air in the United States in the 

period from March 1 to July 31, 2020 was 14.53 percentage points, while in the Great Britain it was 2.49 percentage points. 

It should be emphasized that the low level of the constant-base dynamics indicators in the United States also continued in 

the period from August 1 to November 11, 2020. The median of the analyzed constant-base dynamics indicators amounted 

to 31.99 percentage points. 

 

The dynamics of the increase in the number of transported passengers in 2019 from March 1 to July 31 (Fig. 3) was lower 

in the United States than in Great Britain. The median of difference between constant-base dynamics indicators in the 

homonymous time period from March 1 to July 31 in 2019 between the United States and Great Britain was -10.05 percentage 

points.  

 

On the other hand, in 2020, in the same time frame, greater growth dynamics was recorded in the United States than in Great 

Britain. The median of difference between constant-base dynamics indicators in the homonymous time period from March 

1 to July 31 in 2020 between the United States and Great Britain was 5.78 percentage points.  

 

The largest number of passengers, considering the United States and Great Britain from March to July in 2019 and 2020, 

was carried in July 2019 (Fig. 4) in the United States: 79,511,968. On the other hand, the highest result in Great Britain was 

also recorded in the homonymous time frame of 11,130,100 passengers. It should be emphasized that in 2019 in the United 

States and Great Britain there is a growing trend in the number of passengers transported from March to July.  

 

On the other hand, in 2020, from March to July, huge drops in the number of passengers transported by air were observed. 

The number of passengers between 2019 (422,028,477) and 2020 (80,257,343) from March to July is 5.26 times lower. 

 

The highest growth dynamics of the constant-base dynamics indicators on a monthly basis (Fig. 5) in the two analyzed years 

2019-2020 in the homonymous time periods from March to July was visible in the Great Britain in 2019. In this period, there 

was an increase in the constant-base dynamics indicators, to the level of 42.39 percentage points. In the same time frame, 

the United States saw an increase of 9.4 percentage points.  
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Considering 2020, significant drops in the constant-base dynamics indicators were observed. It should be emphasized that 

from April to July 2020, a growing trend in the quantity of passengers transported by air in the United States is visible. On 

the other hand, in Great Britain, the increase was recorded only in July, when the dynamics index amounted to 33.04 

percentage points and was higher than June by 27.93 percentage points. 

 

During the COVID-19 pandemic, in the period from March to July 2020, the difference in the constant-base dynamics 

indicators in individual analyzed months (Fig. 6) between the United States and Great Britain was increased by 17.13 

percentage points. In addition, until June, in the same homonymous time frame in 2020, there is a positive difference with 

an upward trend in the constant-base dynamics indicators between the United States and the Great Britain. In 2019, in the 

analyzed months, there was a negative difference in the constant-base dynamics indicators of passengers transported by air 

in homonymous time periods from March to July, with a downward trend between the United States and Great Britain. The 

decrease in the difference in the constant-base dynamics indicators on a monthly basis between the United States and the 

Great Britain from March to July in 2019 was 32.99 percentage points. 

 

The COVID-19 pandemic has caused large changes in the number of air passengers carried around the world, including in 

the United States and the Great Britain. Declines in the number of passengers between 2019 and 2020 oscillate around 80 

percentage points in the homonymous time periods from March to July. This, in turn, resulted in drops in crude oil prices 

due to lower demand for this type of raw material. The consequence of the decrease in the number of passengers transported 

by air is rising unemployment in various sectors of the economy. It should be emphasized that the effects of the COVID-19 

pandemic will be difficult to catch up with and will require long-term and thoughtful changes in both the passenger air 

transport sector and others - through the introduction of well-thought-out and coordinated international agreements accepted 

and respected by participants in various processes. 

 

Such large declines in countries that have been leaders in passenger air transport show just how enormous a pandemic crisis 

can be. 
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Abstract 

 

Shoulder surfing continues to be a serious privacy threat.  Despite this, practical and efficient countermeasures against such 

attacks are still scarce. We are proposing a Controlar-Freeze as an original yet effective precaution against various types of 

shoulder surfing attacks in ATMs in Financial Technology (FinTech). Our proposal consists of a face detection algorithm, 

which (a) detects if two or more people are in the scope of the camera; (b) shows an alert; (c) freezes the controls of the 

screen until the threat source is gone; and (d) captures the threat to be referred to as evidence. We implemented this approach 

on MatLab and Simulink Software. We then conducted preliminary evaluations to validate its performance and effectiveness. 

Controlar-Freeze is proven success for the proposed theory that included the studied cases of the common features. We 

reported few concerns about this this approach as well as suggestions for improvements. 

 

Keywords: Shoulder Surfing, Privacy, Face detection, ATM. 

 

Introduction 
 

Physical security is a significant part of any security plan and is primary to all security efforts. The objective of physical 

security is to safeguard personnel, information, equipment, IT infrastructure, facilities and all other company assets as it is 

harder for an attacker to succeed in their conquest. The aggravation of shoulder-surfing phenomena makes it a tremendous 

privacy concern. According to (Lashkari et al., 2009) shoulder surfing is a type of physical attacks by using direct observation 

techniques, such as looking over someone's shoulder and is an effective way to obtain personal or sensitive information 

without any technical support. Most of the time, this simple practice is done without the intention of taking data. However, 

it is crucial to understand the nature of everyday shoulder surfing scenarios in order to inform the design of solutions and to 

understand if shoulder surfing is restricted to specific data types (e.g., passwords) or if it is a general problem. Nevertheless, 

it is essential to prevent unwanted parties from viewing confidential data or exchange privileged insights where it can be 

used maliciously. Somewhat, it does not have serious consequences, but evokes negative feelings for both parties, resulting 

in a variety of managing situations.   

We are proposing a new software approach that contribute to notify for shoulder surfing in the real world and to inform 

implications for the design of privacy protection mechanism occurring in ATMs. Being said, the software shall be considered 

in financial technologies. Financial technology, often shortened to FinTech, is the technology and innovation that aims to 

compete with traditional financial methods in the delivery of financial services. It is an emerging industry that uses 

technology to improve activities in finance. Hence, the software that has been developed shall alert the user of a shoulder-

surf attack that is taking place virtually. The aim is to assess the necessity of securing screens of vulnerable devices and 

establishing an integrative method of the developed software into these devices.  

Problem Identification – Case study 

An incident occurred a couple of years ago where an individual was spotted lingering around an ATM of Bank of America, 

San Francisco, in an attempt of stealing money. Thedideus Donell Guidry was being observed by an off-duty policeman, 

who then took another turn around the area found the same convict in the same area. A woman then came to the ATM to 
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withdraw money, and the policeman observed that Guidry was peeking over the victim’s shoulder in order to figure the pin 

code. Later, moments after the woman left, the suspect proceeded to the ATM and inserted some numbers in the keypad; this 

was when the off-duty policeman paged the on-duty policemen and they reported to the area. After that, he was caught 

deducted from her bank account. The 29-year-old suspect was then taken to NAPA Police Department in San Francisco, as 

he was charged with a felony of identity theft and misbehavior of using an access card (Colby, 2016).  

Shoulder-surfing, in particular, and physical attack, in general, is a huge deal as it is related to security and privacy of 

individuals. This issue is one of the drawbacks of technology and computerized systems. Therefore, an approach eliminating 

attackers who abuse technology to achieve malicious intentions should be established. Furthermore, this problem is 

significant due to the fact that it is easy to be conducted, familiar, and jeopardizing. Every person who uses ATMs, for 

instance, should feel 100% safe and they must be aware that in case any of these attacks occur, they will still be protected 

and so will their confidential details.     

As a contribution to finding a reliable explanation to this problem, we are proposing a solution that could be categorized as 

a technology in FinTech and financial sectors. It contributes significantly towards privacy protection by reducing risks that 

are associated with unauthorized access to personal information. Assumptions can be triggered upon our proposed solution 

based on the movement toward e-wallets and online payments. 

Literature Review 

FinTech is a vast area of that spans several areas of study. We, however, categorized the readings into different approaches 

that include: Physical Screen Protection, Electronic Protection, Face Detection Approaches, and Gaze Tracking Tactics. 

Physical Screen Protection 

The Physical Solutions for Shoulder Surfing introduces physical or tangible solutions invented to overcome the shoulder 

surfing attacks in general and to ensure the confidentiality of user’s data. 

Table 1:Physical Solutions for Shoulder Surfing 

Name Year Description 

Visual Display 2001 

The invention provides screen security and 

balances the displayed on the screen, but only 

after the display has been switched to narrow 

viewing angle mode based on the brightness and 

user’s angle. 

Privacy Filter for 

Notebook Computer 

Display 

2004 

The filter sheet limits the viewing angle through 

which only users straight looking the screen can 

appropriately view. 

Randomized Augmented 

Reality Keyboards 
2017 

Wearable reality device that allows to simulate 

randomized keyboard that onlooker cannot view. 

Onlooker will only view QWERTY keyboard 

physical layout. 

Electrinoc Protection  

a.  Electronic Screen Protector  

 

Schroff and Ryu developed a software named the Electronic Screen Protector. The software was designed to prevent shoulder 

surfing attacks, and the use of confidential data in public. The software can only be integrated into mobile phones, as mobile 

phones are the target for this experiment. Schroff and Ryu's software was developed with multiple technologies, as face 

authentication, and precise gaze detection mobile model. This software enables its users to continue reading, viewing their 

private and confidential contents, while protecting their privacy from onlookers in overcrowded areas. Schroff & Ryu 

software varies on lighting, settings, and head poses. Indeed, the time of operation is 2ms per face for gaze detection, 47ms 

per face for face recognition, and 115ms per frame for face detection in average. The developers have not released a paper 

that explains the technology yet; they only published a demonstration video (Schroff and Ryu, 2017).  
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b. Security Notions and Advanced Method 

 

For Human Shoulder-Surfing, Resistant Pin-Entry Security is perhaps the most significant problem facing the current 

industrialization era. As the cooperate world strives to incorporate technology as an integral part of its technical operations, 

people with malicious purposes have equally taken a similar stroll. The notion mentioned above grounds the rationale for the 

eruption of counterattacks against the widely adopted Personal Identification Number (PIN) security systems. Pursuant to 

the assertions above, various scholars have incepted frameworks to gauge the security of PIN-entry systems. These systems 

have, in the past, faced opposition owing to the usability problems integrated. Mun-Kyu Lee, in his publication ‘Security 

Notions and Advanced Method for Human Shoulder-Surfing Resistant Pin-Entry’, proposed new theoretical and 

experimental techniques to counter the difficulties ascertained in previous models (Lee, 2014). His proposition was mainly 

aimed at asserting the best strategies against human shoulder –surfing attacks. It is also important to note that most assertions 

basing the proposal also assessed the recording attack. Basing a conclusion on the practical scope of one factor may prove 

rather impractical or even absurd. Mu-Kyu Lee primarily sets a clear review of the current IOC methods (Lee, 2014). This 

is achieved by the quantification of the most used notion in PIN-ENTRY security. By first assessing the quantitative 

computations of IOC, Lee affirms the model as being inefficient. The affirmation of this notion is based on the limited 

number of memory slots in the system (Lee, 2014). Ideally, Mun-Kyu Lee found more usability problems related to the 

security of PIN-ENTRY systems.  

Following the assertions, as mentioned above, Lee led a team of researchers into incepting a new framework with advanced 

security against human shoulder-surfing attacks. The model was achieved by increasing the memory capacity of a shoulder 

surfer. The proposed method is claimed to counter all attacks, even in the presence of complementary recording technology. 

As a measure to its security posture, the new approach was further subjected to usability tests and comparison to the standard 

4-digit PINs and no secondary channel, non-standard PINs, and standard PINs with a secondary channel, respectively. 

Researchers found a higher affinity towards the usage of the new model following its high security. 

Face Detection Approaches  
 

Face detection is the action or process of identifying the presence of facial features. Based on the extracted features a variety 

of applications such as security systems, robotics, and intelligent human-computer interfaces are using different algorithms. 

Face detection is mainly defining two approaches, namely feature-based and appearance-based methods, where feature-based 

methods deal with pupil center and iris contour along with 3-D eye models to determine gaze direction and, appearance-

based methods can work with a single camera in ordinary conditions. There are several face detection algorithms have been 

reported in previous articles and experiments such as Eigen-faces, neural networks, and skin color detection. Face detection 

can be of two types, feature based methods or appearance-based methods. The two subsections below explain these two 

types. 

a. Feature- Based Applications 

 

As color is an essential feature of human faces, skin color algorithm lies under the feature-based method. Using skin-color 

as a feature for tracking can assist to increase the detection rate because color processing is much faster than processing other 

facial features. Yet, skin-color detection has numerous problems in which different types of cameras produce a diverse value 

of colors, and the face detection might be influenced by lighting situations and head poses or movement. 

b. Appearance-Based Applications 

 

(Viola and Jones, 2001) proved that appearance-based method relies on practices from numerical analysis and machine 

learning to find the relevant characteristics of face and non-face images. There are several algorithms that are used in the 

practice of finding the characteristics of face and non-face images such as the AdaBoost face detection algorithm founded 

by Viola and Jones which can detect faces in a rapid. and robust manner with a high detection rate. An enhanced version of 

the AdaBoost algorithm for learning a boosted classifier with minimum error rate was introduced by (Zhang and Li, 2017). 

c. Gaze Tracking Tactics  

 

According to (Zhang and Li, 2017) novel methodology for eye contact detection that combines a state-of-the-art appearance- 

primarily based gaze estimator with a novel approach for unsupervised gaze target discovery was presented. Also, the authors 

claim that their method can perform real-time eye contact detection at the workplace, including on the main work display, 

from cameras mounted to target objects for single or multiple users. Firstly, they presented an approach for eye contact 

detection, where it takes images recorded from a ready-made RGB camera about to a target object or person as input, then it 

detects the face and facial landmarks, and estimates gaze directions and extracts a Convolutional Neural Network (CNN) 

features to employ a full-face appearance-based gaze estimation method.  Additionally, the authors Zhang,  proposed an 

alternative approach, to detect the eye with a sample of recording its settings and images for eye contact detection exploitation 
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object-mounted (left) and head-mounted (right) cameras, so that they can record the face. Finally, evaluations on a novel 

dataset demonstrated that this method is robust across different users, gaze target types and sizes, camera positions, and 

illumination conditions.  

Meanwhile, (Tan et al., 2002) highlighted that the theory refers to creating a system that is like eye-tracking to facilitate 

certain technical jobs such as pilots and to provide users with more comfortable ways to browse and display images and 

screens while using the computer. The developers believe that the technique can be used to enhance and maximize the 

effectiveness of the display. Furthermore, this technique is meant to strengthen the relationship between humans and 

computers. The developer’s theory consists of using an algorithm to define the exact spot that a human’s eye is looking at 

by using a 20x20 pixel image where one square can be considered a point in 400-dimensional space; this is viewed as 

‘appearance-based’ (Tan et al., 2002). When the user is looking at multiple points at a time, they create what can be called 

‘appearance manifold’; this can be categorized into three different types which are: spline-based representation, linear 

representation, and nearest manifold point querying. Finally, moving on to the experimental stage of (Tan et al., 2002) 

approach, a system has been built consisting of a computer with a monitor, a monochrome camera, a frame grabber, and an 

infrared light to ensure that the eye is well-lit.  

The image capture process goes into three steps: a crosshair is shown on the screen in a random order where the user is asked 

to align the markers using a mouse. This process is displayed in various places to ensure that the user’s eyes are moving 

enough to capture where they are looking exactly, and then the camera captures where the eye is looking precisely before 

the alignment takes place to guarantee that the user’s eyes do not moves to look at something else. To achieve this accuracy, 

the markers would sometimes appear at the corners of the screen to ensure person is not moving or looking at something 

else. The theory the developers proceed with achieved an accuracy level of existing eye trackers, indicating that appearance-

based parameter estimation is a viable solution to the eye gaze estimation problem. Moreover, the authors (Lu et al., 2011) 

proposed a human gaze estimation that has gathered much attention due to its capability to detect intuitive attention, and it 

is an effective way to generate eye appearances. 

As an enhancement on the previous study, (Choi et al.,2013) proposed that eye appearance features can be collected through 

ASM, and KLT feature tracker. Active Shape Model (ASM) is mainly used with Kanade–Lucas–Tomasi (KLT) feature 

tracker for accurate and stable extraction of eye appearance features. According to (Choi et al.,2013) utilizing the Kinect 

permits generation of color image and corresponding depth information. With a generation of the 3D facial model, the user 

in front of the Kinect camera can obtain a fitted facial model of oneself. The eye appearances are collected from the Kinect 

camera. Kinect gives the eye appearance as well as the rotation vector and translation at the same time, and it is relatively 

more efficient in gathering information on eye appearance and head poses with a single device. Indeed, the article proposed 

an efficient system for gaze tracking using a single Kinect as the device for collecting training samples along with other 

parameters, with MRASM for eye appearance extraction. However, there are small errors due to small training samples. For 

future enhancements, the team wishes to carry out analysis on the change in head pose and compensation schemes for the 

distortion in association with it. 

Methodology 

Our research attempts to establish an integrative method of the developed software into vulnerable devices such as ATMs. 

A review of the current solutions was initially conducted, followed by the description of the proposed reliable approach 

associated with suggested precautious measures. Finally, a proof of concept was demonstrated to test its feasibility. 

Controlar-Freeze System Overview  

The flowchart below depicts the new proposed approach of Controlar-Freeze System of Visual Screen Security. 
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The system Starts with input from MATLAB webcam support where it collects all the pixels together to create a video that 

integrates a preview and Acquisition area with acquisition parameters so that settings can be changed and have the ability to 

see the changes dynamically applied to your image or video data. Once the pixels have created a video stream, the Frame 

Acquisition starts by defining and detecting faces within the scope of the built-in camera. Frame acquisition is considered 

essential in the use of preventing Shoulder Surfing attack. 

After the acquisition of frame using MATLAB webcam support, it is intended to detect a face, using MATLAB system 

object toolbox ‘vision.CascadeObjectDetector’ to identify the location of a face in a video frame. The cascade object detector 

uses the Viola-Jones detection algorithm. This algorithm uses Haar basis feature filters, while the efficiency of the Viola-

Jones algorithm can be significantly increased by first generating the integral image. 

To track the face over time, the system uses the Kanade-Lucas-Tomasi (KLT) algorithm (Kanade and Tomasi, 1991). While 

it is possible to use the cascade object detector on every frame, it is computationally expensive. It may also fail to detect the 

face when the subject turns or tilts their head. This limitation comes from the type of trained classification model used for 

detection. The system detects the face only once, and then the KLT algorithm tracks the face across the video frames. KLT 

algorithm tracks a set of feature points across the video frames. Once the detection locates the face, it identifies feature points 

that can be consistently tracked, with the feature points identified. the system uses the ‘vision.PointTracker’ system object 

to track them. In addition to Viola-Jones and KLT algorithms, the Motion-Based Multiple Object Tracking Function is used 

to perform automatic detection and motion-based tracking of additional moving objects in the video from the stationary, 

moving the camera using ‘vision.CascadeObjectDetector’ System object function.  

Once the faces are detected using KLT and Viola-Jones detection algorithms, Check User is a condition that indicates the 

presence of a face. If yes, the software’s algorithm identifies the number of faces in the scope of the camera.  If one face is 

detected, it proceeds to the second condition. If there are not any, the process will turn back to its workflow.  

Check Onlooker is the second condition where the camera will detect the presence of other faces within the scope of the 

camera in which the total of faces in the range is two or more. Additionally, the process designed is to notify the users of a 

presence of onlookers that suspiciously look at the screen. When the algorithm detects that, there are two faces in the scope, 

it will show an Alert with several options. The interrupt will be set showing three options to the users:  

Figure 1: Controlar-Freeze System Flowschart 
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Shoulder Surfing Alert: Do you want to continue the transaction? 

a) Yes, I know the person: This will continue the transaction without any changes. This will also stop the algorithm from 

working and the user proceeds at their own risk. 

b) No, return to the Home Screen: This will take back the user to the main screen and will freeze the controls of the 

screen to stop the onlooker form obtaining any of the password or pin. 

c) No, I don't understand: This will freeze the controls of the screen and terminates the session. 

 Freezing the Screen Controls is an immediate action after the alert is on, the Control Freeze will get back into the normal 

screen when the onlooker is gone.  

As the last condition, the system checks whether the Onlooker is Still There. An eight second period is given before the 

action to occur if the onlooker is still standing; however, if the onlooker has left, the process will turn back to its usual 

workflow. Eight second period was chosen upon the average of human attention span.  Furthermore, the Capture Onlooker 

process will occur if the onlooker has completed the five-second period after freezing controls and notifying the user of the 

presence of an onlooker. The Onlooker photo will be saved in a folder, through proper order and naming. Lastly, the 

workflow of Controlar-Freeze System of Visual Screen Security ends. 

Analysis and Conclusion  

According to the literature review analyzed, the amount of effort showcased by the researchers in order to study the critical 

problem of shoulder surfing and physical attacks is apparent. Plenty of research was conducted in the hopes of trying to 

eliminate this issue but in no vain. There was some positive feedback, yet it was not sufficient. This is where Controlar-

Freeze emerged to contribute to putting an end to Shoulder-Surfing. The electronic screen protector technical details and 

algorithms used in the prototype software have not been published. Therefore, we established our codes and functions to 

achieve the goal of visually preventing the Shoulder Surfing attacks. The techniques that have been also found by developers 

and authors fulfilled the concern of accurate gaze estimation, gaze tracking, and face detection, yet have not been conducted 

to execute actions towards the current problem which is shoulder surfing. To take their work from computer security 

perception, Viola and Jones algorithm used to fulfil the concern in which it is the default face detection algorithm, along 

with KLT algorithm in order to track the face over time with a condition in place could be a help in preventing the shoulder 

surfing attack. To summarize results, our approach Controlar-Freeze has succeeded to identify threat source regardless of 

their head and eye wears. Controlar-Freeze detection accuracy managed to discern the features of onlookers with eyes 

conditions and facial deformations. Nonetheless, the software comes with one shortcoming in its inability to identify niqabis 

since KLT algorithm cannot be put into use in here. The system would still need to scan several points on onlookers’ faces. 

However, the camera was able to detect many cases of half covered face or head easily. However, the issue of niqabis remains 

a future concern that developers of this idea will continue to seek solutions to. 

We proposed a novel technique to overcome various forms of shoulder surfing attacks against users typing pin or password 

in ATM, which can be considered to be a new solution in FinTech. Our proposal augments a face detection algorithm, detects 

if two or more people in the scope of the camera, shows an alert, freezes the controls of the screen until the threat source is 

gone, captures the threat in two situations in which can be referred to as a source of evidence. Our experimentation involved 

four different cases that showed the system is efficient with people with headwear, eyewear, and eye injuries. In certain 

instances, as with women in niqab, the detection process concluded the lack of accuracy regarding a niqab. Despite its 

objective, this case can be a window for improvement of this system in which to add an eye detection algorithm to detect 

various scenarios of the eyes along with faces. 
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Abstract 

 
As the landscape of human activity has significantly become of digital nature, so have the footprints of our actions, 

interactions, and transactions. This shift is reflected in the legal process wherein the presentation of digital evidence has 

multiplied and, in a lot of cases, could be indispensable. Because of the distinct nature of this modern means of proof, its 

collection, storage, processing, and use in court, although following the same stages as traditional evidence, is handled in a 

different manner. This paper explores the variation of digital evidence admissibility in Sharia courts in various Islamic 

countries. This is conducted through the examination of civil cases where digital evidence is involved. This study gives an 

overview of the Sharia law, its primary and secondary sources of law, Islamic criminal jurisprudence, and Islamic evidence 

law. Furthermore, a rundown of digital forensics and its role in the legal process is presented. The overview in these areas 

and where they overarch provides a baseline in looking at digital evidence admissibility under the Sharia law through the 

examination of four civil and criminal cases in Malaysia and Saudi Arabia. The study found that no digital forensic 

investigator was employed by the Shariah court in all examined cases. Instead, it was upon the prerogative of the judge to 

decide the admissibility of the presented digital evidence. 

 

Keywords: Islamic law, sharia, digital forensics, digital evidence, electronic evidence, evidence admissibility, Malaysia, 
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Introduction 
 

The same legal system is applied differently in various countries as affected by tradition, culture, and social context. This 

can be tricky, however, in the case of religious legal systems whose source or sources of law necessitates the same or similar 

application regardless of geographic location. In practice, there is no unified enactment of these laws because of the diversity 

of human view and interpretation. In the Islamic Sharia, this heterogeneity can be seen in its two major sects, Sunni and Shia, 

in addition to the inherent dissimilarity of individual or collective opinions within these sects. Culture, tradition and social 

context differences also add to this influence. While Saudi Arabia is virtually an all-Muslim country, other Islamic countries 

have significant religious minorities; for instance, approx. 38.7% in Malaysia (Central Intelligence Agency, 2021). This has 

compelled the development of constitutions that protect the rights of these non-Muslims, giving birth to mixed and secular 

Islamic states. These are mainly the reasons why Sharia is applied diversely among and within countries. 

 

The social milieu when the primary source of Sharia (the Quran) was first revealed is, in certain aspects and to varying 

extents, different from our way of life today. Arguably the most significant of these is the extensive and proliferated use of 

information technology. This development has subsequently contributed to redefining the constitution, aptly called the 

“living law of the land”, to accommodate the necessities of the changing times. This is manifested, for one, in the 

modification of legal proceedings in courts of law. As the landscape of human activity has significantly become of digital 

nature, so have the footprints of our actions, interactions, and transactions. This shift is reflected in the legal process wherein 

the presentation of digital evidence has multiplied and, in a lot of cases, could be indispensable (Anyebe, 2019; Razmi and 

Afras, 2014). Because of the distinct nature of this modern means of proof, its collection, storage, processing, and use in 

court, although following the same stages as traditional evidence, is handled in a different manner (Haneef, 2006; Razmi and 

Afras, 2014). In the Sharia court, the general role of expert forensic opinion is to verify the authenticity of a document. The 

expert is responsible for ensuring the integrity of its procurement and processing, such that there are no malicious and 

accidental data modifications or loss in its storage and transmission, as well as providing context when it is presented to 

better reflect its legitimacy. Needless to say, its authenticity does not equate to court acceptance nor that it will carry great 

weight in the legal proceeding (Alfaize, 2015; Haneef, 2006). In other cases, it may be taken as a confession (iqrar). 

Differences such as these have been associated with the judge’s level of understanding of digital devices, resulting in 

conclusions that are inconsistent with existing laws pertaining to digital evidence (Alfaize, 2015). 

 

This research explores whether these differences exist and, if they do, where they lie in the digital forensics and legal 

processes. To this end, digital evidence admissibility in Sharia courts in two Islamic countries were examined by analyzing 
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the digital evidence in question and why it was admitted (or otherwise) in the given Sharia court. Studies have been conducted 

in this line of inquiry on a country-wide scale, more densely in Malaysia and Saudi Arabia, which will be the areas of focus 

in this study. As religious legal systems are not as widely known (Raische, 2006), this paper gives an overview of Sharia 

law, its primary and secondary sources of law, Islamic criminal jurisprudence, and Islamic evidence law. Furthermore, a 

brief of digital forensics and its role in the legal process is presented. The overview in these areas and where they overarch 

provides a baseline in looking at digital evidence admissibility under the Sharia law through the examination of four civil 

cases in Malaysia and Saudi Arabia. 

Literature Review 

While there is copious literature regarding the Sharia law and Islamic concepts, they are challenging to comb through and 

filter because of its ambiguous tendencies and the contradicting interpretations of believers among and within sects regarding 

what constitutes a certain topic or issue. Additionally, Arabic terms that have no direct English translation not only present 

a linguistic hindrance but also a contextual one. To overcome this, various peer-reviewed journals, religious textbooks, and 

interviews of religious intellectuals have been consulted to gather and attempt to present a precise and unbiased account of 

notions tackled in this study.  

The main references used regarding the explanation of Sharia and its jurisprudence were: Murtadha Mutahhari’s 

Jurisprudence and its Principles (Mutahhari, 2014), Najah Alfaize’s The Impact of Culture and Religion on Digital Forensics 

(Alfaize, 2015), and online interviews of Dr. Jasser Auda (Jasser, 2014) and Dr. Ali-reza Bhojani (Bhojani, 2018). Iranian 

cleric Mutahhari’s book, albeit limited in scope, provides a clear, thorough account of Islamic jurisprudence for the layman. 

This concise but excellently written and translated work provides context, examples, and both perspectives of Sunni and Shia 

sects where there are important differences. Alfaize’s The Impact of Culture and Religion on Digital Forensics, on the other 

hand, is extensive and in-depth in its coverage and detail of legal Islamic concepts, providing their rationale, as well as 

comparison to the Western legal system. In “Why Study Sharia and Islamic Law”, Islamic studies senior lecturer Dr. Ali-

reza Bhojani distinguishes between Sharia, Islamic jurisprudence, and how these are understood by the community. “What 

is Sharia and its Principles?” is an online interview with Islamic legal theory scholar Prof. Jasser Auda where he clarifies the 

Sharia law to both Muslim and non-Muslim audiences, going into detail about how justice is maintained through its often-

misunderstood principles. In giving a high-level view on the workings of digital forensics, Brian Carrier’s Defining Digital 

Forensic Examination and Analysis Tools was used (Carrier, 2002). The paper provides ample description on the entire 

digital forensic process. 

For Malaysia, the cases were taken from Mohamad Kallil and Prof. Madya Yaacob’s The Integration of Digital Forensics 

Science and Islamic Evidence Laws (Kallil and Yacoob, 2019). This paper discusses the current state of Malaysia’s digital 

forensic process and proposes an improved framework specifically for the Sharia context. The Evidence Act in Malaysia 

was also checked (Kallil and Yacoob, 2019). The cases used for Saudi Arabia were taken from Alfaize’s The Impact of 

Culture and Religion on Digital Forensics, which detailed the religious context of the decisions. These were validated through 

the regulations in Saudi when those cases happened and with the laws in place today (O’Connell, 2019). 

Sharia Law 

Linguistically, sharia is associated with the words “path” or “means”. In usage, it pertains to different things, but this paper 

will only focus on its Islamic, juristic view wherein it is a “regulative system for humankind in the knowledge of God” 

(Bhojani, 2018). This draws an important distinction between sharia and Islamic law, the latter being the human application 

of the divine law of Allah (Bhojani, 2018; Jasser, 2014). Sharia is also a moral and ethical system, on top of being a legal 

system (Dutch Institute for Multicultural Society, 2009). It is a set of principles, a guide, rather than a body of law, and is 

usually applied in tandem with other legal systems (Bhojani, 2018; Farooq, 2006; Mutahhari, 2014).  

 

Followers of Islam acknowledge not possessing God’s infinite wisdom and so seek guidance from various sources to properly 

deduce Islamic laws (Bhojani, 2018; Mutahhari, 2014). They are enumerated below according to importance. Muslims 

believe that the Quran is the direct word of God, and hence is considered the primal point of reference. Its verses (ayah) 

contain laws, regulations, and basis to different issues and aspects of human life (Mutahhari, 2014). If resolution is not found 

in the holy book, the Sunnah is consulted. It is the religious practices established by the prophet Muhammad (and the Imams 

in Shi’ism) (Mutahhari, 2014). In novel issues and situations not covered by the Quran and the Sunnah, the following 

secondary sources are regarded to discover and apply the law (fiqh): ijma, qiyas (Sunni) or aql (Shi’ism) (Raische, 2006). 

Ijma or the unanimous consensus of the Muslim scholars (ulema) regarding a ruling is considered binding as it denotes unity 

of view. It is based on the principle that if all believers agree on a matter, then it cannot be wrong (Alfaize, 2015; Mutahhari, 

2014). The two largest Islamic denominations, Sunni and Shia, vary in the last source of jurisprudence. The former uses 

analogy (qiyas) of principles that were established in the Quran or the Sunnah. As an example, drinking of wine is explicitly 

prohibited in the Quran because of its intoxicating effect on the body. Accordingly, any substance that brings about the same 
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harm as alcohol will also be deemed prohibited, such as recreational drugs (Alanazi, Jones, and Menon, 2018; Alfaize, 2015). 

In Shi’ism, qiyas is rejected as a source of sharia as there is no certainty of the inferred underlying reason of an analogy 

(Mohammad, 2016). The sect instead utilizes reason or rationality (aql) to deduce laws (Alanazi, Jones, and Menon, 2018; 

Mutahhari, 2014). 

An Islamic country can be classical, mixed, or secular, depending on the role of Sharia in the nation’s legal system. Classical 

systems fully or to a great extent rely on Sharia as their national law, while secular systems do not apply it but have a Muslim 

majority population. Most Islamic states, on the other hand, have mixed systems wherein Sharia is used together with other 

legal systems (Otto, 2008). Any modern means of proof, in this case digital evidence, vary in admissibility depending on the 

legal system adopted by the country. This can be attributed to any of the following reasons: verdicts of previous cases or 

case precedence, existing laws regarding evidence or digital evidence if there is one, Islamic sources of law such as the 

Quran, Sunnah, ijma, qiyas/aql, judge’s level of digital use and knowledge, and other considerations in the case of mixed 

legal systems. 

Sharia Criminal Jurisprudence 

Criminal jurisprudence in Sharia is distinct from those in the west in its categorization of crimes wherein punishment is 

different if the offense is against God or against others and the society (Dammer and Albanese, 2013). Hudud crimes are 

those against God. They include apostasy, blasphemy, theft, robbery, homosexuality, false accusations, and unlawful sexual 

intercourse, among others. Punishment for these offenses must be carried out as stated in the Quran or the Sunnah and cannot 

be increased or decreased by a judge (Alfaize, 2015; Dammer and Albanese, 2013). Qisas, on the other hand, are crimes 

against an individual leading to bodily harm or death. Its punishment is equal retaliation or “an eye for an eye”. Alternatively, 

monetary compensation (diyya) can be paid to the victim or his heirs (Dammer and Albanese, 2013; Mutahhari, 2014). 

Crimes whose punishment is not stipulated in the Quran and the Sunnah fall under Tazir and are punished according to the 

judge’s discretion (Alfaize, 2015; Mutahhari, 2014). In Islamic criminal procedure, the judge does the case investigation and 

not a jury (Alfaize, 2015).  

Evidence in Sharia 

In Sharia law, to maintain a just proceeding, several rights are deemed necessary. Among them are the right to present 

evidence of both complainant and accused. Islamic evidence law broadly defines evidence (bayyinah) as anything that has 

probative value in court (Alfaize, 2015; Haykel, 2002). Four types of evidence agreed upon by Muslim jurists are confession 

(iqrar), oath (qasam), testimony (shahadah), and circumstantial evidence (qarinah) (Mohamed et al., 2019). Iqrar, or the 

suspect’s disadvantageous statement to himself can be accepted from adults of sound mind. It must be without coercion, 

must be explicit, and unambiguous (Ahmad et al., 2012; Alfaize, 2015; Mutahhari, 2014). Qasam, on the other hand, is taking 

an oath in the name of Allah to tell the truth in court. It is taken when there is no available corroborative evidence and must 

be given by the person himself and not a substitute (Mohamed et al., 2019). Shahadah is the solemn testimony of a third 

party as to the truth of a matter. It must not be given based on the conclusion of the third party but should be clearly based 

on his own knowledge. Finally, the Qarinah refers to something surrounding an event wherein the court can draw conclusions 

from (Alfaize, 2015; Mohamed et al., 2019). An example of this is a fingerprint at the scene of the crime. There are varying 

views on the use of the Qarinah, wherein it can be completely rejected, partially rejected, or fully recognized. Where it is 

recognized, the following types of evidence could be accepted: circumstantial evidence, documentary evidence, original 

evidence, real evidence, hearsay, and expert evidence (Alfaize, 2015; Kallil and Yacoob, 2019). 

Digital Evidence and Sharia 

Digital forensics is broadly defined as the science that deals with the recovery and investigation of digital evidence extracted 

from digital devices for use in legal proceedings (Carrier, 2002). Digital evidence, then, is information of probative value in 

digital form (Kallil and Yacoob, 2019). Although there is a distinct difference between electronic and digital evidence, it is 

often interchangeably used in legal literature and will be used to pertain to the same thing in this paper. These include but 

are not limited to databases, e-mails, ATM transaction logs, digital content in CDs/DVDs, phone logs, browser cookies, 

search history, servers, networks, social media records, and so on (Madavani and S. Ghasemi, 2014; Razmi and Afras, 2014). 

As basic a principle, "[digital] evidence is forensic evidence and must be treated as such." For it to be admissible in court, it 

must be collected and preserved in its original form, free from alterations and incompleteness. Unique to the analysis of 

digital evidence integrity is the availability of timestamps and other metadata that allows for (more) precise examination of 

data and its sequence. The methods and procedures employed in its procurement, analysis, and preservation vary depending 

on the performing agency. This further varies as not all countries have employed forensic analysis standards. On another 

note, even with the correctness and quality of this verification process, it is not a guarantee of legal relevance and may be 
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rendered unusable if it does not follow the administrative and procedural laws in place. To achieve its power of evidence 

and, consequently, effect, it must undergo the process and approval of the court and other officials, where appropriate 

(Carrier, 2002; O’Connell, 2019; Tenhunen, 1997). 

Proving or disproving digital evidence in the Sharia may fall under documentary evidence (kitabah), circumstantial evidence 

(qarinah), or expert opinion (khabir) (Kallil and Yacoob, 2019). Kitabah, or documents, traditionally encompasses writings 

on paper. With the advent of technology, it has grown to include any media device where information can be stored. Digital 

evidence can also be circumstantial evidence as it can be used to infer information about a fact. For instance, in the case of 

data in a digital storage media that can be used to conclude a fact in dispute. Finally, the four Islamic scholars, Hanafi, Maliki, 

Syafie, and Hanbali, have deemed it obligatory for judges to consult expert opinion to ascertain a crime where and when 

appropriate (Alfaize, 2015; Kallil and Yacoob, 2019). In the event that there is digital media included, testimony of an expert 

in cyber forensics can be consulted. 

Methodology 

The performed research was qualitative in nature. It relied on secondary sources, mainly consulting peer-reviewed journals, 

articles, textbooks, and government websites. The main reason for relying on secondary sources and limiting to two countries 

was the limited time, publicly available literary resources, and lack of library access due to the ongoing COVID-19 pandemic. 

The same reasons also hampered in conducting interviews and administering questionnaires to legal and digital forensic 

experts in the selected Islamic countries. The amount of publicly available literature on digital evidence admissibility in the 

perspective of Sharia law varies greatly in each country. While it is studied in the context of Islamic courts in the Saudi 

Arabia, the researchers did not find any in public repositories on, for instance, Afghanistan, Iraq, and the Maldives. The 

countries in focus in this study are those with relatively denser publicly available literature regarding digital evidence 

admissibility in Sharia courts in the English language, namely Malaysia and Saudi Arabia. In the case of the mixed legal 

system of Malaysia, the cases used are only those handled in Sharia courts. 

Two civil cases in each country where digital evidence were analyzed. The cases were taken from journals as official court 

documents were not publicly available. A discussion follows about the digital evidence involved and the reasoning behind 

the decision. The main sources in examining digital evidence admissibility were journals and digital evidence laws and 

regulations in Malaysia and Saudi Arabia (Alfaize, 2015; Kallil and Yacoob, 2019). They were consulted in looking at 

whether digital evidence was admitted as well as the context regarding the decision. The legal cases were the most difficult 

to find, decipher, and examine among the literature used in this study. At the onset, Sharia cases are generally not publicly 

available in government websites in a lot of countries and are scarce in others. In the event that they were available, the texts 

were either in Arabic or a different language other than English or were stored in legal databases that needed institutional 

credentials or payment to access. This limitation was the decisive factor in choosing which Islamic nations to study. Although 

they were narrative in nature, it was heavy with legal jargon. To overcome this, various expert opinions, analyses, and 

journals were consulted (Alfaize, 2015; Kallil and Yacoob, 2019). This was then cross-referenced with the resources used in 

studying the principles of Sharia and digital forensics (Alfaize, 2015; Mutahhari, 2014).  

Digital Evidence Admissibility in Sharia Courts in Malaysia and Saudi Arabia 

Digital evidence admissibility in Islamic courts in Malaysia and Saudi Arabia are examined by analyzing two civil cases in 

each country. 

Malaysia 

Malaysia has a mixed legal system, practicing the Islamic law, English common law, and customary law. Its Sharia court 

has jurisdiction of all Muslims in the country and in respect only to civil law particularly personal law and religious practices, 

such as “[s]uccession, testate and intestate, betrothal, marriage, divorce, dower, maintenance, adoption, legitimacy, 

guardianship, gifts, partitions and non-charitable trusts” according to the State List (Noordin and S. Supramaniam, 2016). 

Digital evidence in Malaysia is regulated under section 50A of the Evidence Act of 1950 (Kallil and Yacoob, 2019). 

 

In the first case (Noor Kamariah Bt Saran v Wan Hashim bin Wan Abdullah), the defendant, Wan Hashim, divorced Noor 

Kamariah three times through text messages in Malay, saying “Macam mana hidup engkau selepas aku cerai dengan talak?”. 

The texts were presented and admitted in court, which the defendant confessed to sending. Subsequently, the judge declared 

three divorces (Kallil and Yacoob, 2019). 

 

In the second case (Farah Wahida binti Jamaludin v Adam Kee bin Abdullah), the plaintiff (madeaa), Farah Wahida, filed 

for divorce claiming that the defendant (almadeaa ealayh), Adam Kee, physically abused and injured her and was practicing 
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Buddhist rituals, among other reasons. On the claim, she presented a photo of injuries allegedly inflicted by her husband as 

well as a photo implying his Buddhist practices. Both digital evidence were accepted in court and the plaintiff was able to 

claim marriage dissolution (Kallil and Yacoob, 2019). 

Saudi Arabia 

Most Islamic countries today have mixed legal systems, wherein Sharia is applied in tandem with other legal systems. 

However, Saudi is a rare classic Islamic state wherein its entire legal system operates under the Sharia law to a great extent. 

Sharia courts have jurisdiction over most of the civil and criminal cases in the country. Furthermore, there are no laws 

regarding digital evidence in Saudi Arabia (Alanazi, Jones, and Menon, 2018; Alfaize, 2015). 

In the first case, the plaintiff accused the defendant of copying contact numbers from his mobile phone and sending text 

messages to these collected phone numbers saying that the defendant is a drug addict, smuggler, and a homosexual. The 

offence was approved by the judge through asking the plaintiff and the witnesses to give an oath (qasam). Hence, the digital 

evidence was not accepted as circumstantial evidence (qarinah) (Alfaize, 2015). 

In the second case (Microsoft Saudi Arabia v Sahara Al-Jazeera), Microsoft Saudi Arabia filed a complaint against internet 

service provider Sahara Al-Jazeera. According to Microsoft, Sahara Al-Jazeera used a domain they owned (not their main 

domain) to send unsolicited spam emails containing a link to the Giant Stores trading company website. These emails did 

not have a return address nor an option to unsubscribe. An international forensics company hired by Microsoft traced the 

origin of these emails to Sahara Al-Jazeera. The acquired digital evidence was accepted, however there was no legislation or 

regulation against anti-spam at that time, which did not qualify the complaint as an offence (Alfaize, 2015). Unsolicited 

communication in Saudi Arabia today is regulated under the Council of Ministers Resolution no. 74 (O’Connell, 2019). 

Analysis and Conclusion 

In both Malaysian cases, no digital forensic process was involved, implying that the judge admitted the evidence as is. In 

case no. 1, the digital evidence in question were text messages. Typically, these are authenticated by a forensic investigator 

by first ensuring the integrity of the device (phone) involved. Subsequently, its data is then checked – in this case the text 

messages – and its accompanying metadata such as sender and receiver’s phone numbers. Albeit the evidence’s admissibility, 

weight is given to the fact that the defendant explicitly confessed without coercion (iqrar) his willingness to divorce. Case 

no. 2, on the other hand, involves a digital photo. Photos in this time and age are easily modifiable even by a non-expert. 

This can be done visibly by altering visual elements or by changing it in the bit level to hide data in it. To authenticate the 

photo, the integrity of its medium (e.g. camera, phone) must also be checked. In this case, only its visual components are 

relevant.  

 

In classical Saudi Arabia, no forensic expert was consulted in the first case. The evidence under consideration were text 

messages. This case is of particular interest because of the lack of request from the judge and the defense lawyer in identifying 

the owner of the originating number making the accusations, albeit having been able to do so through the Communications 

and Information Technology Commission (CITC). As in the first Malaysian case, the integrity of both the phone and the text 

messages should have been authenticated before acceptance. Despite this case falling under hudud, the judge used his 

discretion to give a tazir punishment. In case no. 2, a forensic investigator was involved. The digital evidence involved were 

e-mails, whose origin they were able to pinpoint. However, this is not best practice as bias can be present as the investigator 

was employed by Microsoft and not the court. The evidence was not taken as strong evidence (bayyinah).  

 

In both countries, no digital forensic investigator was employed by the Shariah court. Instead, it was upon the prerogative of 

the judge to accept the presented digital evidence. This is not accepted in other secular legal systems, wherein empirical 

means usually have greater weight than, for instance, an oath. As technologies advance, our ability to adulterate them 

subsequently increases. This does not only hold true for experts with the tools available to the layman today to add, modify 

and delete data. This being so, digital evidence must be procured, handled, and analyzed by experts in the digital forensics 

field for it to be deemed authentic before being admitted to court. 
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Abstract 

 The chosen paper mainly investigates the economic capacity of conventional and alternative energy resources in the 
example of oil, natural gas, and electricity in Azerbaijan. Ensuring a well-supplied energy infrastructure for energy and 
other alternative energy resources in Azerbaijan, both in the form of oil and gas, diversity of resources and thus the 
organization of economy and efficient use and transparent energy administration are key factors that can play an important 
role in ensuring energy security. It would be more accurate to call the Azerbaijani economy dependent on oil and gas. 
Azerbaijan has considerable potential for the production and use of both traditional and alternative energy resources, but 
oil and gas production still accounts for a large share of energy production. 

Keywords: Energy Security, Energy Supplies, Oil, Natural Gas, Electricity, Alternative Energy. 

Introduction 

In modern times, the issue of energy efficiency has been a priority for Azerbaijan, whose core is the oil and gas sector 
being considered as conventional energy resources. In this regard, in recent years, the country has become more aware of 
the importance of efficient use of natural resources for sustainable economic development. The policy to ensure the energy 
efficiency of Azerbaijan began to be implemented in 1996 with the adoption of the Law of the Republic of Azerbaijan "On 
the use of energy sources". The law provides for the efficient use and efficiency of energy resources, which have greater 
economic benefits, provided that the development of machinery and technology reduces the man-made impact on the 
environment. At the same time, the law defines the main principles of state policy in the field of proper use of energy 
resources, state regulatory policy, and the main activities of the relevant structural bodies related to the use of energy 
sources. Ensuring flexible, transparent, and quality governance in the energy sector is a strategic goal of Azerbaijan, and all 
state support is aimed at modernizing and effectively regulating this sector. The impact of new technologies on the energy 
sector, the effective use of both conventional and renewable energy sources, energy efficiency, as well as the reduction of 
carbon emissions have become a priority in the energy policy of countries. 

The Economic Capacity Of Traditional Energy Resources İn Azerbaijan 

 
The State Oil Fund of the Republic of Azerbaijan (SOFAZ / SOFAZ) manages and regulates currency and assets in the 
country through oil and natural gas activities. Thus, in early 2018, Azerbaijan had managed assets of around $ 35.806 
billion, an increase of 8% from the beginning of 2017.1 The State Oil Company of the Republic of Azerbaijan (SOCAR), 
as a national oil company, discovers oil and natural gas fields in the country and carries out its production process. In 2017, 
SOCAR produced about 150,000 barrels (b / d) of oil per day, which accounted for 20% of Azerbaijan's total oil 
production.2 Concerning the exploration and production of energy resources, in 2017, Azerbaijan produced about 800,000 
barrels (b / d) of oil and other liquids per day and consumed about 120,000 barrels of resources. 

 
In 2017, the Production Sharing Agreement (PSA) for Azerbaijan's main offshore Azeri-Chirag-Guneshli (ACG) fields 
was extended until 2049, which means that Azerbaijan will remain a strong and reliable oil producer based on additional 

 

1 Azərbaycan Respublikası Dövlət Neft Fondu, “ARDNF-in 2017-ci ilin yanvar-dekabr ayları üçün gəlirləri və xərcləri 

haqqında hesabat”. Mövcuddur: https://oilfund.az/storage/uploads/7_2017_tam_en.pdf, Keçid edilmişdir: 27.10.2019 

2 SOCAR, Mövcuddur: http://www.socar.az/socar/en/economics-and-statistics/economics-and-statistics/oil-production, 

28.10.2019 
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investment and a strengthened recovery system.3  
 
However, it should be noted that in 2017, more than 70% of Azerbaijan's total oil production from ACG fields was about 
588,000 barrels/day,4 Compared to 2016, this is less than 630,000 barrels. Most of Azerbaijan's oil is exported via the 
Baku-Tbilisi-Ceyhan pipeline (BTC). However, an average of 700,000 barrels, including oil, were exported from 
Turkmenistan and Kazakhstan in 2017, but the pipeline operated much less than 1.2 million barrels.5  
 
In terms of gas reserves, most of Azerbaijan's proven natural gas reserves, estimated at 35 trillion cubic feet (Tcf) in 
January 2018, are located in the Shah Deniz natural gas and condensate field.6 Concerning exploration and production of 
gas reserves, the initial estimates for 2016 show a decrease of about 2.5% in the country's natural gas consumption and 
production from 2015 to 2016.7 (See Figure 1)  
 

 
Figure 1: Production and consumption of Azerbaijani oil and other liquids. (thousand barrels per day) 

 

Source: US Energy Information Administration, based on the International Energy Agency. 

 
In 2017, the fields produced about 360 billion cubic feet (Bcf) of natural gas and 19 million barrels of condensate. In 2016, 
Azerbaijan exported about 284 billion cubic meters of natural gas.8 The country transports most of its natural gas exports 
from the Caspian Sea via Georgia to Turkey and southern Europe. Expansion of the Baku-Tbilisi-Erzurum (BTE) pipeline 
passes through Turkey, joins the Trans-Anatolian Pipeline (TANAP) and the Trans-Adriatic Pipeline (TAP), and crosses 
the Turkish border under the Adriatic Sea to southeastern Europe and Italy. 
 
As for electricity production in the country, in 2016, Azerbaijan's electricity consumption remained at about 21.6 billion 
kilowatt-hours.9 (See Figure 2) In 2015, more than 90% of Azerbaijan's electricity came from natural gas and less than 1% 

 

3  BP, "Azərbaycan hökuməti və tərəfdaşlar Azəri-Çıraq-Dərinsulu Günəşli ilə Dəyişiklik və Yenidənqurma Sazişi 

imzaladılar. Mövcuddur: https://www.bp.com/en/global/corporate/news-and-insights.html, 28.10.2019 

4  BP, “2017-ci il nəticələri”, Mövcuddur: https://www.bp.com/en_az/caspian/press/businessupdates/2017-year-end-

results.html, Keçid edilmişdir: 29.10.2019 

5  BP, “2016-cı il nəticələri”, Mövcuddur: https://www.bp.com/en_az/caspian/press/businessupdates/2016-year-end-

results1.html, Keçid edilmişdir: 29.10.2019 

6 Azərbaycan Respublikası Dövlət Statistika Komitəsi, “Enerji: xam neftin mal tarazlığı/Energy: Commodity balance of 

crude oil”, Mövcuddur: https://www.stat.gov.az/source/balance_fuel/?lang=en, Keçid edilmişdir: 29.10.2019 

7 BP, “Şah Dəniz”, Mövcuddur: https://www.bp.com/en_az/caspian/operationsprojects/Shahdeniz.html, Keçid edilmişdir: 

30.10.2019 

8  Azərbaycan Respublikası Dövlət Statistika Komitəsi, “Enerji: Enerji məhsullarının ixracı”, Mövcuddur: 

https://www.stat.gov.az/source/balance_fuel/?lang=en. Keçid edilmişdir: 30.10.2019 

9  Azərbaycan Respublikası Dövlət Statistika Komitəsi, “Energetika: Elektrik enerjisi istehlakı”, Mövcuddur: 

https://www.azstat.org/MESearch/search?departament=3&lang=en, Keçid edilmişdir: 30.10.2019 
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from oil-fired electricity. Hydropower accounted for about 7% of total electricity production in 2015.10 
  

 
 

Figure 2: Main energy consumption in Azerbaijan    

 
Source: US Energy Information Administration, based on the International Energy Agency. 

 
In addition to traditional energy sources, the country's geographical location allows for the use of alternative and renewable 
energy resources, which helps to balance the use of energy resources. Therefore, the state should pay special attention to 
investing and modernizing energy infrastructure on renewable energy sources. Azerbaijan has considerable potential for 
the production and use of alternative energy resources, but oil and gas production still accounts for a large share of energy 
production. Focusing on existing energy resources in Azerbaijan only in the form of oil and gas does not play a key role in 
ensuring full economic opportunities. In this regard, the country should pay more attention to renewable energy resources, 
provide infrastructure in potential geographical regions for renewable energy resources in the country, and implement 
appropriate measures and reforms in this area. All this is intended to ensure the diversification of energy resources for 
economic and social stability.11 Therefore, the diversification of existing energy resources in Azerbaijan plays an important 
role in the development of the energy economy and, in general, in ensuring economic development in the country. It should 
be noted that the development of alternative energy infrastructure, the implementation of effective environmental policy 
management in Azerbaijan can create conditions for the use of both traditional and renewable energy sources in the 
country, and this is a great opportunity to put Azerbaijan's economy on a sustainable path. The development of renewable 
energy sources is a priority of the government's strategy. Azerbaijan continues to implement state programs in afforestation 
and reforestation, use of alternative energy sources, development of the fuel and energy complex, and other areas. 
However, there are some limitations to the use of alternative energy sources. Thus, although the country has made some 
progress in the areas of small hydro, solar, and wind, there is not enough evidence to justify the optimal use of various 
alternative energy resources. The renewable energy sector receives less attention in Azerbaijan, so development has been 
slower than oil and gas production. However, by the end of 2020, the country is prioritizing renewable energy sources with 
an ambitious 20% renewable energy target.12 Despite the country's efforts to increase private investment in the renewable 
energy sector through supportive policies and incentives, and despite widespread privatization since independence, the 
energy sector in Azerbaijan is largely state-owned. Only a handful of small hydropower plants are privately owned and 
account for less than 1% of electricity generation.  

 

 

10  Beynəlxalq Enerji Agentliyi (IEA), “Dünya Enerji Balansları 2017 nəşr”., Mövcuddur: https://www.oecd-

ilibrary.org/energy/world-energy-balances-2017_world_energy_bal-2017-en, Keçid edilmişdir: 30.10.2019 

11 Cəmil Məlikov, (2015): “Bərpa olunan enerji və enerji səmərəliliyi siyasəti: Azərbaycanın təcrübəsi və strateji 

görünüşü”. 

12 Xəzər İnformasiya Mərkəzi, (2013): “Azərbaycan: Alternativ və Bərpa Olunan Enerji - Biznes perspektivi”, Keçid 

edilmişdir: 29.10.2019 
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The Economic Capacity Of Non-Traditional Energy Resources İn Azerbaijan 

 
Hydrogen energy does not exist freely in nature because it binds to other compounds such as water and organic 
compounds. Hydrogen is used in areas such as thermal power, transportation, electricity generation, as well as in portable 
devices in liquid or gas form. Besides, hydrogen can be produced from both residual energy and renewable energy sources. 
Although hydrogen technology is very expensive, it is better than residual fuel technologies if problems such as 
production, storage, transmission, and distribution are solved. Recently, new power plants operating with modern 
technologies have been put into operation in Azerbaijan, which has reached 7,149 megawatts of electricity generation 
system in the country. Azerenergy announces the completion of the construction of three small hydropower plants in 
Azerbaijan. two of them are in Ismayilli and one in Astara. The construction of small hydropower plants can solve 
problems of national importance, such as flood control, clean electricity generation, and the construction of new irrigation 
systems. The small hydropower plant with a capacity of 3.1 megawatts installed at Goychay station generated more than 
746,000 kWh of electricity in the first quarter of 2016.13  
 
Compared to other alternative energy sources, wind energy is the most desirable renewable energy source in Azerbaijan 
due to the extreme prospects for the use of wind power plants. The data show that the Republic of Azerbaijan has an 
annual wind power capacity of 800 MW due to its geographical location and economic infrastructure. Approximately 2.4 
billion kWh of electricity can save 1 million tons of conventional fuel by avoiding spilling large amounts of carbon 
dioxide. 
 
Due to the favorable windy conditions on the Absheron Peninsula and the northwestern shores and islands of the Caspian 
Basin, the use of medium-capacity wind power plants in the Ganja-Dashkesan zone and the Sharur-Julfa region of the 
Nakhchivan Autonomous Republic is acceptable. The fact is that the average annual wind speed in these areas is 3-5 m per 
second. Solar energy is one of the most reliable forms of abundant, easily accessible, and sustainable energy production 
systems. Referring to its geographical position, it should be noted that Azerbaijan is one of the most favorable countries for 
solar energy potential. The country's climatic conditions provide ample opportunities for the production of electricity and 
heat using solar energy. These conditions prove that the annual number of 2400-3200 hours of sunlight in Azerbaijan is not 
lagging in terms of potential progress at the level of 2500-3000 hours of annual sunlight in the United States and Central 
Asia. Also, Azerbaijan's participation in the implementation of the Photovoltaic Program (PVP) may partially solve its 
energy problem.14 
 
Geothermal energy is a source of renewable, sustainable, inexhaustible, convenient, and environmentally friendly energy. 
Geothermal (geo - soil, thermal - heat means thermal energy) is part of the gases contained in hot water, steam, and some 
chemicals. The source of geothermal is hot magma and destroyed radioactive materials present in the deep layers of the 
earth's crust. Geothermal resources are mostly found in the Greater and Lesser Caucasus, Absheron Peninsula, Talysh 
mountain zone, Kur lowland, and Khazar-Guba region.15 Household and other thermal energy needs can be partially met 
by using hot water in these areas. The capacity of Azerbaijan's energy system is more than 6,000 megawatts. 
 
At the same time, according to experts, the potential of renewable energy sources in the country is 25,300 megawatts. 
Currently, about 18 percent of electricity generation in Azerbaijan comes from alternative energy sources, of which 
hydropower plants play a major role, although most of the country's potential in this area falls on solar energy (about 5,000 
megawatts). 4,500 megawatts of wind energy, 1,500 megawatts of biomass, 800 megawatts of geothermal energy, and the 
remaining 350 megawatts of small hydropower plants. Several projects worth $ 2.3 billion are planned to be implemented 
in the field of alternative energy. Thus, the Azerbaijani government plans to increase the share of alternative energy in total 
energy production by 30 percent by 2030.16 

 

13 Azernews (2016): "Azərbaycan su elektrik enerjisi istehsalının həcmini artırır" 

Mövcuddur : http://www.azernews.az/business/95486.html, Keçid edilmişdir : 30.10.2019 

14 AzərTag Xəbər Agentliyi, (2014): “Suraxanı və Pirallahıda sürətli günəş elektrik stansiyalarının inşası davam edir. Keçid 

edilmişdir  31.10.2019 

15  Azərbaycanda bərpa olunan enerji fəaliyyətlərinin həyata keçirilməsinə dəstək, (2019), Mövcuddur: 

https://www.ebrd.com/work-with-us/projects/tcpsd/support-for-the-implementation-of-renewable-energy-auctions-in-

azerbaijan.html, Keçid edilmişdir: 01.11.2019 

16 “Equinor Abşeron Azərbaycanda bərpa olunan enerji mənbələrinin inkişafına kömək edəcək”/”Equinor Absheron to help 

develop renewables in Azerbaijan”, Mövcuddur: https://www.azernews.az/oil_and_gas/146269.html , Keçid edilmişdir: 

01.11.2019 
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Conclusıon 

 
Ensuring a well-supplied energy infrastructure for energy and other alternative energy resources in Azerbaijan, such as oil 
and gas, diversity of resources and thus, the organization of economy and efficient use and transparent energy 
administration are key factors that can play an important role in ensuring energy security in the country.17 If Azerbaijan 
focuses on the use of alternative energy sources there is no centralized energy management or well-equipped energy 
infrastructure in the country related to the exploitation and production of these resources.18  
 
Finally, it should be noted that until recently, there has been no in-depth analysis of the economic potential of Azerbaijan's 
energy resources and the economic opportunities it will bring to the country, and the efficient and sustainable use of 
resources. It would be more accurate to call the Azerbaijani economy dependent on oil and gas. Although the sustainable 
use of Azerbaijan's existing energy resources is possible, it is necessary to attract foreign trade to Azerbaijan's renewable 
energy resources, make appropriate strategic decisions and take measures in this area. 
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Abstract 

The article presents the development of a computer information and analytical system designed to automate the functions of 

monitoring data on the stock and foreign exchange markets. The relevance of the article is due to the development of the 

information-digital economy and its influence on all spheres of human activity, including the securities market and the market 

for buying and selling foreign currency. The concept of developing a monitoring system, the process of selecting a database 

management system, as well as creating an interface for the monitoring system are presented. The process of forming a data 

monitoring dashboard is shown. The corresponding graphs and SQL queries have been built. 

 

Keywords: Monitoring System, Stock Market, Foreign Exchange Market, Mysql, Navicat, Grafana, Dashboard, SQL 

Queries. 

 

Introduction 

 
The stock and foreign exchange markets are an integral part of the modern world and store huge streams of data. Processing 

large amounts of information becomes beyond the power of a person, therefore, computer software tools are used for fast 

and reliable data processing. Information in them is structured and stored, as a rule, in the form of tables. In turn, the 

individual tables are combined into databases. 

 

The relevance of this work lies in the fact that data visualization simplifies the analysis of large amounts of information and 

helps managers and financial analysts in making management decisions. The system presented in the article can become a 

convenient information and analytical software tool, with the help of which investors, brokers and financial consultants 

observe and track rates of currencies, stocks and other securities, using the information obtained to make profitable 

transactions and invest. 

 

The aim of the work is to develop and create an information and analytical system for monitoring quotations of the financial 

and stock markets using such tools as the XAMPP software package, the Navicat database administration tool, the Grafana 

monitoring visualization interface, the server running Linux Mint 19 running on the Oracle VM VirtualBox virtual machine. 

 

The stock exchange is a special place where securities transactions are made. Funds are mobilized through the stock exchange 

for long-term investments in the economy and for investments in government programs. On the stock exchange, there are 

transactions for the purchase and sale of shares, bonds of joint-stock companies, government bonds. In the course of the sale 

and purchase, the price of securities traded on the exchange is established, which is determined by the income generated in 

the form of dividends or interest, the level of loan interest and the ratio of supply and demand (Butsenko, 2018). 

 

Aggregate indicators of the movement of the price of securities are stock indices, the most famous of which is the Dow Jones 

index, which reflects the rate of the largest monopolies listed on the New York Stock Exchange. In the United States and 

England, an exchange committee is elected on the stock exchange, at which a special commission is formed that makes 

decisions on the admission of securities to trading on the exchange. It is common on the stock exchange to sell securities in 

large lots of more than 10,000 shares. The turnover of Western stock exchanges is estimated at several trillion dollars. The 

largest stock exchanges are New York, London, Tokyo, Frankfurt, Paris. 

 

Stock exchanges are an essential part of an integrated system of capital markets, which includes futures exchanges, foreign 

exchange markets, various forms of over-the-counter securities trading (Sheina et.al., 2020). 
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Methods 

 
System development concept. When developing a monitoring system for the stock and foreign exchange markets, the 

following points should be taken into account (Butsenko et.al., 2019; Shorikov, Butsenko, 2016): 

 

- monitoring should be carried out in real time; 

- ease of data perception; 

- ensuring the work of multiple users; 

- availability on all computer devices. 

 

Consider two options for developing this system. The first option involves receiving data directly from the exchange. To 

gain access to the Moscow Exchange, you must register on the moex.ru website and pay a fee of 5,000 rubles per month. 

Therefore, this option is not quite the optimal solution for the system. 

 

Positive aspects of using data from the exchange website: 

- proprietary software for monitoring market performance; 

- instant receipt of data on quotes. 

 

Negative sides: 

- monthly payment of 5,000 rubles; 

- permanent static IP address from ISP; 

- data is available to only one user. 

 

The second option involves collecting data on the state of the market from third-party resources using a specialized computer 

program. But in order to collect information, it is necessary to find such a resource that will allow unloading data from their 

servers with a minimum delay. 

 

Positive aspects of this method: 

- free; 

- monitoring can be performed by several users simultaneously. 

 

Disadvantages of this method: 

- time delay when receiving data; 

- database development required; 

- requires writing a data parser. 

 

Choosing a database management system (DBMS). The Navicat Premium application was chosen to design the database of 

the information and analytical system for monitoring the stock and foreign exchange markets. Almost all DBMSs allow you 

to add new data to tables. From this point of view, they are no different from spreadsheet programs such as Microsoft Excel, 

which can emulate some of the functionality of a database. There are three fundamental differences between DBMS and 

spreadsheet programs: 

 

- DBMSs are designed to efficiently handle large amounts of information, much larger than those that spreadsheets can 

handle; 

- DBMS can easily link two tables so that the user sees them as one table. It is almost impossible to implement this feature 

in spreadsheets; 

- DBMS minimizes the total size of the database. To do this, tables containing duplicate data are split into multiple related 

tables. 

 

Navicat is a database administration tool that allows you to connect to MySQL, PostgreSQL and Oracle at the same time. At 

the same time, the performance of the DBMS is organically combined with all the conveniences and advantages of the 

Windows operating system. 

 

Navicat, as a relational DBMS, provides access to all types of data and allows you to use multiple database tables at the same 

time. 

 

Monitoring interface selection. When analyzing the subject area, two ways of solving the issue of choosing software for 

creating an interface for a monitoring system for the stock and foreign exchange markets were identified (Shorikov et.al., 

2020). 
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The first way is to develop your own software to solve this problem. The positive point in this case is that the developed 

software can then be invested in your own startup. The downside is that it takes a lot of time to write correctly working 

program code and time to fix bugs. 

 

The implementation of the second method of creating a monitoring system interface implies the use of ready-made solutions 

and also has its pros and cons. The positives are the large amount of software available and the ease of customization. The 

downside is that it takes a lot of time to test all available programs that meet the requirements of the system development. 

The use of ready-made software reduces the time spent on developing an information and analytical system for monitoring 

the stock and foreign exchange markets. 

 

Results 
 

The result of the work is the development of an information and analytical system for the stock and foreign exchange markets. 

 

To obtain data, it is necessary to implement automatic data collection from the sites of stock and foreign exchange markets. 

To implement these functions, a parser was written that collects information from the Finam.ru website, sorts it and saves it 

in the required order to the database. This parser is implemented using the Java library for processing and retrieving JSOUP 

data. The parser collects data from the site once a day - this is done in order not to load the servers of the finam.ru site (Stock 

and foreign exchange market data, 2020). The source code of the parser is shown below. 

 

import urllib 

code='POLY'; 

e='.txt'; 

market='1' 

em='175924'; 

e='.txt'; 

p='3'; 

yf='2019'; 

yt='2019'; 

month_start='05'; 

day_start='01'; 

month_end='06'; 

day_end='20'; 

dtf='1'; 

tmf='1'; 

MSOR='1'; 

mstimever='0' 

sep='1'; 

sep2='3'; 

datf='1'; 

at='1'; 

year_start=yf[2:]; 

year_end=yt[2:]; 

mf=(int(month_start.replace('0','')))-1; 

mt=(int(month_end.replace('0','')))-1; 

df=(int(day_start.replace('0','')))-1; 

dt=(int(day_end.replace('0','')))-1; 

 

def 

quotes(code,year_start,month_start,day_start,year_end,month_end,day_end,e,market,em,df,mf,yf,dt,mt,yt,p,dtf,tmf,MSOR,

mstimever,sep,sep2,datf,at): 

page = urllib.urlopen('http://export.finam.ru/'+str(code)+'_'+str(year_start)+str(month_start)+str 

(day_start)+'_'+str(year_end)+str(month_end)+str(day_end)+str(e)+'?market='+str(market)+'&em='+str(em)+'&code=

'+str(code)+'&apply=0&df='+str(df)+'&mf='+str(mf)+'&yf='+str(yf)+'&from='+str(day_start)+'.'+str(month_start)+'.'

+str(yf)+'&dt='+str(dt)+'&mt='+str(mt)+'&yt='+str(yt)+'&to='+str(day_end)+'.'+str(month_end)+'.'+str(yt)+'&p='+st

r(p)+'&f='+str(code)+'_'+str(year_start)+str(month_start)+str(day_start)+'_'+str(year_end)+str(month_end)+str(day_e

nd)+'&e='+str(e)+'&cn='+str(code)+'&dtf='+str(dtf)+'&tmf='+str(tmf)+'&MSOR='+str(MSOR)+'&mstimever='+str(m

stimever)+'&sep='+str(sep)+'&sep2='+str(sep2)+'&datf='+str(datf)+'&at='+str(at)) 

f = open("company_quotes.txt", "w") 

content = page.read() 
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f.write(content) 

f.close() 

qq = quotes(code,year_start,month_start,day_start,year_end,month_end,day_end,e,market,em,df,mf, 

yf,dt,mt,yt,p,dtf,tmf,MSOR,mstimever,sep,sep2,datf,at) 

 

The data is stored using the MySQL MariaDB database and the Navicat graphical interface as a MySQL database 

management tool. Information for each currency and stock is stored in a separate table. An example of the table structure is 

shown in Fig. 1. 

 

Name Type Length Number Not null

 

Fig. 1: Database table structure 

 

There are two values in this table: a timestamp and the last price value of a currency or stock at that time. The time stamp is 

in the format DD / MM / YY HH: MM: SS. In order for our system to be able to process values of exchange rates and 

securities, a variable of the Varchar type is required. The Grafana monitoring interface does not work with variables of a 

different type. 

 

Open Source project Grafana selected to customize the visual interface. Grafana is an open source data visualization, 

monitoring and analysis platform written in the Go programming language. Grafana allows the user to create dashboards 

with dashboards, each of which displays specific metrics over a set period of time. Each dashboard is versatile, so it can be 

customized for a specific project, taking into account any development and business needs. 

 

The platform is used in the developed system for monitoring stock prices and currency values. Initially, a connection between 

Grafana and MySQL was created to receive data from the database (Fig. 2). 

 

 

Fig. 2: Connecting to MySQL Database 

 

Data monitoring dashboards should be generated after accessing the database. A new dashboard was created for this and the 

corresponding graphs were built (Fig. 3). 
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Fig. 3:  Setting up a dashboard for a monitoring system 

 

When creating graphs, the call goes to a specific MySQL table using an SQL query. Query creation is implemented using 

the Query Builder (Fig. 4). Also, SQL queries can be created manually. 

 

 

Fig. 4: Create a query for monitoring 

 

If we connect all the necessary data, we will get an easy-to-use monitoring dashboard that shows the current stock / currency 

rate and the price increase / decrease (Fig. 5). The maximum storage period for monitoring information is 5 years (Fig. 6). 
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Fig. 5: Monitoring of company shares 

 

 

Fig. 6: Selecting the monitoring time range 

 

Conclusion 

 
The article explores the issues of obtaining data from stock and foreign exchange markets, their processing, storage and 

visualization. The Open Source project Grafana is used for graphical display of information and data analysis. The results of 

the created software interface of the automated information and analytical system for monitoring the stock and foreign 

exchange markets are demonstrated. The designed dashboard is more business oriented. It is a tool for tracking the flow of 

e-commerce customers while performing the registration, authorization and accounting functions of orders placed within a 

given period of time. 

 

This article will be of interest to investors, brokers and financial managers as one of the technical solutions for monitoring stock 

and foreign exchange markets. 
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Abstract 

The transformation and momentum of today prominently necessitated by the technological revolution urge an 

uncompromising resetting of current objectives of education that enable children to walk with the demands of the ever-

changing scenario for survival and well-being. The unique capability of literature in influencing the belief systems and 

thought processes of kids has unquestionably proved beyond ages and children’s literature thus became a validated source 

of enlightening them with life lessons that guide them to move forward in midst of any adversity. However, 

Entrepreneurship and its surging significance as an inexorable life skill have often being ignored in present educational 

system especially in the preliminary level where children are molded to become productive citizens of tomorrow. 

Fortunately, though less in number in comparison, gallant attempts have been made in fiction intended for children to 

nurture entrepreneurial qualities in them which can serve as an effective substitute to the lack of their inclusion in present 

educational scenario. The paper undertakes to trace the possible positive impacts of such literature for children in general 

as well as in specific with reference to selected texts that seem to provide important business lessons veiled in interested 

stories so that children learn those skills unintentionally while being immersed in the tremendous joy of the fictional world 

these books grant. The research design uses the methodology of textual analysis by attempting to interpret two well-known 

children’s classics that have miraculously depicted some essential qualities expected from an entrepreneur simultaneously 

retaining the quality of fiction both in theme and language. 

Keywords:  Entrepreneurship, Business, Children’s Literature. 

Introduction 

The notion of Entrepreneurship has the natural inclination to be associated with the adult world as a reasonable choice for 

advancement. Childhood, the period in which an individual’s mental and physical abilities are nurtured at its best, despite 

its conventional and socially set exposure to numerous subjects, is still kept off from basic entrepreneurial lessons. In a 

general sense, Entrepreneurship can be assumed as any business that has been established with the intention of profit 

making while the revamping and problem solving capabilities of the same are increasingly being emphasized in the 

modern perception of the term. It has variously been interpreted by experts where the central prudency is on a timely 

execution of ideas that brings about some kind of social change. Joseph A. Schumpeter identifies Entrepreneurship as an 

innovation that leads to the welfare of the Entrepreneur. Robert K. Lamb highlights the social orientation correlated to it 

along with the economic side. Robert D. Hisrich and Michael P. Peters recognize Entrepreneurship as a rewarding activity 

where individuals strive to make something advantageous to the society. Thus, building a sense of Entrepreneurship among 

kids from an early stage of life especially through books of fiction can bring about revolutionary changes in their 

perspectives as well as holistic development which will eventually initiate social progress. The paper brings about a 

thorough scrutiny of renowned classics for children Through the Looking-Glass by Lewis Carroll and Green Eggs and 

Ham by Dr.Seuss that feed entrepreneurial qualities concealed in riveting stories and inspects how different skills are either 

present or absent in these books. 

The sequel to Alice in Wonderland, Lewis Carroll's Through the Looking-Glass offers subtle lessons on business skills 

where the title itself symbolizes how lack of order and reason can impact any undertaking as the looking-glass is the place 

where images are formed by the reflected rays or the reason for such an image is the eye’s projection of light rays 

backward. The novel presents a fantasy world where everything is reversed just as the right foot belongs to the left shoe. In 

this chaotic, imaginary province, time moves aback and occurrences can be recognized before they happen. Children thus 

learn about the entrepreneurial qualities of foresightedness, hard work and willingness to challenges unconsciously, being 

carried away by the charm of the looking-glass world. For instance, a single comment by the Red Queen is enough to 
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abstract the entire entrepreneurial experience: “‘Now, here, you see, it takes all the running you can do, to keep in the same 

place. If you want to get somewhere else, you must run at least twice as fast as that!’”(33) Ready-to-hand alternatives are 

another inevitable part when it comes to business solutions which require sharp intelligence and memory. Carroll’s use of 

discrete double characters like white and red Kings, Queens and Knights as well as the King’s two messengers covertly 

provide hints to the same.  

The story also spotlights the significance of change in a business initiative and accentuates that routine doesn’t provide 

success and also the necessity in thinking out of the box. While the characters from the nursery rhymes Humpty Dumpty, 

Tweedledum and Tweedledee are glued in the same story, the ambitious Alice moves from place to place with confidence 

and is thus foreordained to be a queen. Through the Looking-Glass visibly challenges the normalcy and rigorous law and 

order and the protagonist Alice as against the predictable nursery rhyme endings dreams high and beyond the ordinary. The 

triumph of dynamic ideas over routine of pattern, the basic prerequisite for a successful entrepreneur is thus brought alive 

by way of passionate and determined Alice. Her authoritative skills have been delivered authentically from the very 

beginning where she tries to control her pet kitten and its mother Dinah: “‘Really, Dinah ought to have taught you better 

manners! You ought, Dinah, you know you ought!’”(9) Another symbol of quick-witted planning is that of the chessboard 

and the book illustrates a game of chess as if it is being played all over the world. Alice tries to grasp the geography of the 

looking-glass world where she needs to operate further just as any entrepreneur intends to do. 

The plot reminds one of many business and investment related terms which the children may not be able to perceive but 

helps in setting a foundation of those concepts in their mind with less effort and complexity. As an example, short-termism, 

the investment strategy to focus more on immediate results and profit than contemplating much on long-term risks is 

depicted as part of Alice’s plan of action to the objective of becoming a queen. To cite another instance, the problem of 

metric fixation is upturned in the story as Alice’s instincts rely more on her own judgment than quantitative and 

standardized calculations to move forward. The nonsensical Jabberwocky is representative of all those naive business 

decisions such as passive investment where no alternatives to counterbalance the same through sustainable investment is 

premeditated. There are also other cases of dynamism and competitive spirit as exhibited in symbols like competing Kings 

and Queens, the jousting Knights and the Lion and the Unicorn. The magnitude of dynamism is such that trains jump and 

boats melt into shops in this dream world which is in many aspects comparable to the business world. 

Theodor Geisel also known as Dr. Seuss in his Green Eggs and Ham humorously illustrates how an incessant restaurateur 

named Sam annoys his customer to eat up green eggs and ham in spite of the customer's continuous defiance and 

conclusively succeeds in making him consume the same along with making him adore it. Sam with his excellent 

interpersonal skills is an embodiment of persistence, creativity and optimism. The right amount of persistence that doesn’t 

panic the client is an essential sign of clever salesmanship as one of the major reasons behind the collapse of many 

business enterprises is that people involved give up so soon in midst of adversities. It requires sufficient dexterity to bring 

the choices of customers in a way that is advantageous to the salespeople without creating a feeling of harassment. Sam 

asks the client twelve times to consume what is there on the plate. Even though the quality of the product sold matters in 

the long term reputation of a particular entrepreneurship, planning and creativity as a tool for sales enhancement is 

expedient. Sam’s clever and hilarious approach acted as an apt marketing tool in selling an ordinary, old-fashioned dish by 

creating an aura of uniqueness and thus making the experience of consuming it stand out despite its averageness. With his 

stable dedication and hard work, the optimistic Sam took his failed attempts lightly and tried to learn from them and saw 

self-betterment every single time. 

The story draws attention to the significance of sampling while launching a novel product. This eases the further 

negotiation on value and monetary worth as the customer exactly knows the product now and also that if it meets his 

requirements: 

  “You do not like them. 

    So you say. 

    Try them! Try them! 

    And you may. 

    Try them and you may, I say.” (53) 

 

The target on benefits on behalf of the features of products or services themselves is another crafty step Sam has adopted in 

selling his product. The capability to handle admonition and to take nothing personally is another essential quality to be 

maintained by an ideal businessperson for which Sam is a model. He has constantly kept his personal space and work 

space and the emotions associated with it separate which is the main reason for his uncompromising perseverance. The 

magnitude of Sam’s sociability is such that the once antagonistic consumer transforms to an obliged and affable well-

wisher who puts his hands around Sam with an apparently sincere thanks giving:  

 

“I do so like  

Green eggs and ham! 

Thank you! 

Thank you, 
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Sam-I-am!” (62) 

 
The error of presuming the disinterest of a prospect is equally dangerous as the client may not be well informed about the 

product and is giving his assessment based on false perceptions or incomplete information just as Sam’s customer towards 

the climax realizes that he does like green eggs and ham. Similar to discounts, additional options or offers can make 

miraculous variations in the prospect’s decisions. When the unnamed customer finally changes his mind, he finds all the 

additional offers so fascinating whether it be having the dish in a boat or with a goat or in the rain or in the dark or on a 

train or in a car or in a tree or so. The happy client utters further: 

 

 “So I will eat them in a box. 

              And I will eat them with a fox. 

   And I will eat them in a house. 

   And I will eat them with a mouse. 

   And I will eat them here and there. 

   Say! I will eat them ANYWHERE!” (61) 

 

Not only the enthusiastic persuasion but also Sam’s admirable resilience to step out of his comfort zone and convince the 

client to try the green eggs and ham which he is absolutely disinterested in from the very beginning has no better 

competitors in the world of children’s fiction when the impact of acute exemplification of Sam as an entrepreneur is 

digested. Thus the book beyond any shadow of doubt triumphs in stating the vital qualities expected from a great business 

leader or salesperson. The following tabular data enlists the prominent qualities associated with entrepreneurship in each of 

the two works of fiction: 

 

Table 1: Qualities of Entrepreneurship prominent in the selected texts 

Qualities of Entrepreneurship 

prominently embossed 

Through the 

Looking-Glass 

 

Green Eggs and Ham 

Foresightedness YES                YES 

Hard Work YES                YES 

Willingness to Challenges YES                YES 

Intelligence YES                YES 

Self Confidence YES                YES 

Dynamic Ideas YES                YES 

Resilience YES                 YES 

Enthusiasm YES                 YES 

Ambition YES                  NO 

Leadership YES                  NO 

Persistence NO                 YES 

Creativity NO                   YES 

Optimism NO                   YES  

Politeness NO YES 

Sociability NO YES 

The abruptly changing modern world and its survival tactics are increasingly demanding a more updating and rewarding 

educational policy where children are expected to come out of mere text-based education and embrace the pragmatic side 

of enlightenment and knowledge. Every passing age has witnessed the beneficial reverberations of reading, especially 

fiction through which children understand the world they belong to and the challenges awaiting them without the boring, 

professed tone of egoistic authority that inevitably comes along with any form of advice or guidance. Futuristic vision and 
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security as well as their accelerating prestige makes it necessary to transmit fundamental knowledge on business, 

salesmanship and investment from a very young age itself that will positively reflect in the overall development of society 

and its transactions. The two selected children’s books outstandingly fulfill this function with ease and artistry without 

ruining the essential features expected from a children’s fiction and hence is qualified enough to be trusted by elders who 

want to cater entrepreneurial skills to their children. 
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Abstract 
 

Nepal is a land-locked country with rich cultural heritage. Numerous references can be pointed out from literature written 

from time immemorial about the beliefs, customs and spiritual significance of the country along with its unique blend of 

Hinduism and Buddhism. Various pilgrimages made by the travellers from India and China to Nepal, considering the country 

as abode of God, lead to the promotion of tourism in commercial aspects. The unification of Nepal in 1951 opened the doors 

to foreigners in great numbers to enter the country without facing the obstruction of red tapes to get a visiting visa. Nepal 

soon attained its growth as a tourist destination possessing untamed geography, counter-cultural environment and mystifying 

spirituality. This paper analyses the counter-cultural environment provided by Nepal to the tourists and its impact on tourism.  

 

Keywords: Nepal, heritage, tourist destination, counter-culture. 

 

Introduction 
 

The history of West’s fascination towards Nepal centres on the love towards Himalayas has earlier roots but reached 

unprecedented gravity during the second half of the nineteenth century. Along with a host of new religious movements 

(Christian Science, Spiritualism, Pentecostalism, etc) came broad criticism of Western society (Marxism, Romanticism, etc), 

and it was the peculiar alignment of these moral and social critiques that brought the Himalayas into the Western Mind’s 

eye. As Mark Leichty points out in Far Out: 

 

“Himalayan tourism began as seekers sought to flee their own cultural alienation. Some, such as explorers and mountaineers, 

looked to escape the stifling confines of the West. Others were drawn by the mystical appeal of Tibetan Buddhism. But for 

both groups travel to (and affiliation with) the non- West was a quasi-political act deeply rooted in nostalgic longing to 

reclaim what they imagined had been lost in the West” (4). 

 

Tibet acted as a road to Kathmandu for a couple of centuries. Tibet symbolised everything the West imagined it had itself 

lost. It is in this context that the West’s countercultural fringes projected their dreams to Himalayas, highlighting their 

personal experiences of marginality with the geographic and geopolitical marginality of High Asia. Part of the reason for the 

spiritual seeking is the catalytic action of theosophy. In the early twentieth century, theosophy was a spiritual movement 

with forty-five thousand official members, five hundred branches in over forty countries. The major followers were Arthur 

Conan Doyle, William James, Thomas Edison, Carl Jung, Herman Hesse, Mohandas Karamchand Gandhi and Albert 

Einstein. Madam Helena Petrovna Blavatsky is the founder of this Theosophy.   

 

The Victorian Era, when Theosophy had its profound influence, many people lost their faith in science and in Christianity’s 

ability to preserve the sacred experience. Blavatsky rejected the truth based in science and Christianity and depended on 

occult knowledge. In her first book Isis Unveiled (1877), Blavatsky established the link between Egyptian and Tibetan 

religion. The book reveals that she used to communicate with Tibetan masters who provided esoteric wisdom. Blavatsky’s 

efforts to weave the Himalayas into her life story gives insights into the power of Tibet and Nepal in the imagination of the 

West. In the story, Blavatsky makes up a remarkable event of seeing the South Asian princes Jung Bahadur Rana of Nepal 

in the year1851. But the history says that Jung Bahadur had left London in the year 1850, a year before Blavatsky claimed 
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to have seen him. The image of exotic Nepal and mysterious princes too shape the fertile imagination of Blavatsky nurtured 

by emotional crisis.  

 

Travel to Nepal for spiritual awakening was one of the instructions given to Blavatsky by her Nepali master. She lived in 

Tibet and travelled around the world twice during a seven-year period in the 1850s. Though the late nineteenth century 

witnessed the birth of Theosophy, it got widened only after the beginning of twentieth century, during the turmoil of world 

War I. The war shattered the West leaving a desperate longing for some place on earth still untouched. As for Nepal, the 

country remained off limits to Westerns for many a century. The era of Rana family under the patronage of Jung Bahadur 

that Nepal tended to be a country with mixed notion of upholding the tradition and welcoming the West. As Leichty puts it: 

“While the Ranas imported vast amount of foreign luxury goods and enjoyed lifestyles in close approximation to Western 

elites, foreign people were another matter. Aside from the British resident and his entourage in Kathmandu, no one visited 

Nepal without a personal invitation from the Rana prime minister. Before 1951, only three hundred Westerners have made 

it to Kathmandu, far fewer than had managed to get to the more remote Tibetan capital”(9).  

 

The Rana family forbade the mobility of West to Nepal and the people of Nepal to West. The Ranas also tried to prevent 

national politics that convulsed in the late colonial India. For this reason, Ranas tried to isolate Nepalis from any knowledge 

of Indian independence movement. On the other side Britishers were happy to help in the isolation process as Nepal became 

the strong army force of Britishers through the recruitment of Gurkha soldiers.  

 

During the time, any Western visitor had to have personal invitation from the Rana prime minister himself. In the year 1910 

and 1930s, Rana king allowed National Geography channel to reveal the exoticism of Nepal. Aside from the Indian Hindu 

pilgrims, some foreigners have gone through strenuous task of applying for visa and getting granted by the Prime Minister. 

E Alexander Powell was invited by the prime minister to tour the Kathmandu valley. Powell, on account of his travels in 

Nepal published his book in the year 1929 named The Last Home of Mystery: Adventures in Nepal, Together with accounts 

of Ceylon, British India, the Native States, the Persian Gulf, the Overland Desert Mail and the Baghdad Railway.  

 

By the early 1930s, the valley of Kathmandu became the last place on earth to attain spiritual freedom and transformation 

according to many travellers. As Liechty puts it “Prefigured by yellow idols, stories of Buddhist wonderlands, and images 

of Shangri-La, Kathmandu had acquired the romantic appeal once reserved for Lhasa”(23). The Chinese People’s Liberation 

Army have moved to Lhasa in the year 1950, resulting in the flee of Dalai Lama to India. This invasion corresponded with 

the turbulent last days of Rana regime in Nepal, with the triumphal return of King Tribhuvan. Thus Nepal got opened to 

foreigners in the year 1951. 

 

Methodology 

 
For the study of travel motivation among the tourists in Nepal, the travel experiences of different tourists are analysed. The 

tourists behaviour can be discussed on the basis of Maslow’s hierarchy of needs. They are psychological needs, safety needs, 

love needs, needs for self-actualization. Filling up the gaps of needs proposed by Maslow, Dann proposes push and pull 

factors of travel motivation. Mannel and Iso- Ahola differentiated two types of push and pull factors, personal and 

interpersonal. The personal motive arises from self-determination and interpersonal motive arises from social interactions. 

Since travel narratives are considered to be the accounts of real life experiences, six travel narratives written by six different 

travellers to Nepal are taken for analysis.  The Waiting Land, published in 1957, is the third in a series of books tracing 

Dervla’s involvement with the self-sufficient mountain cultures of the Himalayas. Isabella Tree first encountered a Kumari 

in 1983 on her gap year and was struck – as many in the west will be – by the idea of a human being inhabited by a goddess. 

But it wasn’t until after the massacre of the Nepalese royal family in 2001 that she began work on this book The Living 

Goddess: A Journey into the Heart of Kathmandu published in 2014. Tree traces Kumari worship through many aspects of 

Nepalese life and recent history, in the passion and splendour of the place, and in the thoughts this provokes about the role 

of women in our world. 

 

More than just a travel-jaunt memoir, The Violet Shyness of Their Eyes: Notes from Nepal (1997) is a feminist's view of the 

women of Nepal. Whether trekking in the Himalayas or exploring Kathmandu, Scot watches and contemplates the Nepalese 

treatment of little girls, mothers, and old women, and her observations offer both a perceptive work of cultural anthropology 

and a riveting travel tale. Love and marriage brought American anthropologist Elizabeth Enslin to a world she never planned 

to make her own: a life among Brahman in-laws in a remote village in the plains of Nepal. As she faced the challenges of 

married life, birth, and childrearing in a foreign culture, she discovered as much about human resilience, and the capacity for 

courage, as she did about herself. While the Gods Were Sleeping: A Journey Through Love and Rebellion (2014) in Nepal 

tells a compelling story of a woman transformed in intimate and unexpected ways. Novelist Kincaid tells of her journey into 

the foothills of the Himalayas in the book Among Flowers: A Walk in the Himalaya (2005) in search of rare plants to bring 

home to her Vermont garden. Much of the book feels repetitive, in an almost meditative way, as the author uses plain yet 

lyrical language to record the quotidian details of life in the wilderness. For Kincaid, everything on this trip—eating, sleeping, 

bathing—requires more effort than usual and sometimes even instills anxiety. Jan Willis chose this unusual route by 

becoming a practitioner of Tibetan Buddhism through her study of that path in India and Nepal. Dreaming Me recounts her 
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journey from a childhood that bore the deep scars of racism and segregation, through the epic protest movements in Alabama 

and at Cornell University, to her personal and professional engagement with Tibetan Buddhism in Nepal. 
 

Results and Discussions 
 

The tourist experiences of the travellers in Nepal reveals the fact that each traveller possess varied needs to travel. While 

applying Maslow’s hierarchy of needs with the tourist motives, the following result is obtained. 
 

Table 1: Travel motives of the tourists 

 

 DERVLA 

MURPHY 

ISABELLA 

TREE 

BARABARA 

J SCOT 

ELIZABETH 

ENSLIN 

JAMAICA 

KINCAID 

JAN 

WILLIS 

PSYCOLOGICAL 

NEED 

YES YES NO NO NO YES 

SAFETY NEEDS NO NO YES NO NO YES 

LOVE NEEDS NO NO NO YES YES NO 

SELF 

ACTUALISATION 

NO YES NO NO YES YES 

 

The table shows that the travel motives for the majority of travellers visiting Nepal are psychological and the need for self-

actualisation. The psychological and the need for self-actualisation contextualises the personal push factors of the tourists in 

visiting Nepal. Knowledge about the travel destination is important while analysing the tourist motives. The tourists 

behaviour of gaining knowledge about Nepal through social media, books and documentaries play an important role in 

deciding their travel to Nepal.  

 

While discussing the tourist’s perception of Nepal as a travel destination, most of the tourist are positive about the destination 

image of Nepal. They consider Nepal as a one stop place for many sights like Buddhist temples, adventurous trekking and 

varied cultures. Despite positive image, there are two to three factors that portray a negative image of the country. Due to its 

geographic location, Nepal lies within the earthquake zone, so, through the findings, the author came to know that tourists 

hesitate to visit Nepal because of safety and security reasons. The earthquake of 2015 has left a negative impression on the 

minds of tourists as the authorities were informed beforehand that such an event might take place, but no serious precautions 

were taken which resulted in immense damage and loss. Had they taken it seriously, they wouldn’t have to do so much hard 

work now for making the tourists believe that the country is safe to visit. The tourism board of Nepal should create a plan 

and make a short video or publish a statement in which they should show what caused the event, what changes they have 

made, what precaution and safety measures they have if anything as such happens in the future and how will they provide 

safety and security to the travellers in such situation. 

 

Conclusion 

 
According to the findings, the challenges that the government of Nepal should focus on in order to promote tourism in Nepal 

among European people are dangerous airlines, dangerous road conditions, expensive flight tickets and costly 

mountaineering permits. As trekking and mountaineering is the most popular activity among tourists who visit Nepal, the 

government of Nepal should offer discounts and packages on the permit and flight tickets not only in off season, but in peak 

season as well in order to promote tourism in Nepal among European people. Furthermore, the government of Nepal should 

strictly monitor the performance of airlines in order to provide the best services to tourists. Good infrastructure is critical to 

gain the attention of European tourists. Hence the Government of Nepal should improve the infrastructure of the country so 

that the tourists don’t have any problem while travelling by road from one place to another. 
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Abstract  

China is experiencing rapid economic growth. Due to the constant improvement of people's living standards, the number of 

car owners is constantly growing. This article examines the specifics of taxation when buying and owning cars in China. A 

comprehensive comparative analysis of data, a detailed analysis of tax policy in relation to domestic and imported vehicles 

was used. It also analyzed the value added tax, consumption tax, vehicle and ship tax, and customs import duties associated 

with the purchase of cars. We made a special emphasis on the taxes that the Chinese who buy cars must pay. At the same 

time, they analyzed the fees that must be paid for the purchase of used cars, as well as taxes and fees in the process of 

buying and storing vehicles using alternative energy. The results show that with government support, vigorous national 

promotion and preferential policies, new alternative energy sources are the future direction of road transport in China. They 

will help protect the environment, save energy and reduce emissions. 

 

Keywords: Chinese taxation, VAT, transport tax, transport policy, electric vehicle tax. 

 

Introduction 

 

The automotive industry is central to China's economic and social development. With the rapidly developing economy and 

urbanization, the demand for cars in China will continue to grow significantly in the future. With the rapid development of 

the automotive industry, energy shortages and pollution caused by the production and use of automobiles are becoming 

more and more serious, seriously affecting the stable and sustainable development of China's economy. Accelerating the 

cultivation and development of the new energy automotive industry is not only an urgent task to effectively reduce energy 

tensions and environmental pressures and promote sustainable development of the automotive industry, but also an 

important strategic measure to accelerate the transformation and modernization of the automotive industry, create new 

growth points and industries with international competitive advantages (Wei, 2013). 

 

The taxation of the process of purchasing and using vehicles in China is analyzed in terms of the total tax burden during 

the period of individual purchase and ownership, as well as specific taxes for each of these actions. 

 

The object of the research is personal purchases of domestic and imported cars, the difference between tax payments when 

buying local and imported cars by residents of China is analyzed. The article finally analyzes the tax rate on new energy 

vehicles in China. 
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The object of the study is to analyze the specifics of taxation of the processes of purchasing and using domestic and 

imported vehicles in China. 

 

Literature Review 

 

Automotive industry acts as a pillar industry in national economy and plays a key role in China's manufacturing industrial 

upgrading. Meanwhile, taxation is the essential economic leverage for the government to impose macro-control over the 

market. The authors (Zongwei et al., 2017) found that China's car taxation system does not adequately influence the market 

in terms of energy savings and emission reductions, as there are limited incentives for small displacement cars. In addition, 

transport taxation in China differs at the stages of vehicle production, purchase by owners and further operation. At the 

same time, it is noted that the scheme for distributing tax revenues for these stages is not reasonable. Consequently, 

adjusting transport taxation in China is vital in the future to ensure sustainable development. It is proposed and planned to 

reform the transport taxation system in China in several directions, including providing more preferences for cars with 

small engine displacement, reasonable balancing of taxes at different stages, introducing the principles of "encouraging 

ownership and rationalizing use", "targeted taxation" and "burdening beneficiaries " on practice. 

 

Chinese scholars Lin B. and Jia Z. in their article investigate the relationship between the tax rate (direct tax on labor 

income), government revenues and economic performance in terms of the Laffer curve using a computed general 

equilibrium (CGE) model. The results show that the top of China's Laffer curve is about 40%. The government should 

consider changes in the entire tax system, not just changes in direct taxes, when the direct tax rate increases. If China wants 

to maximize tax revenue, the direct tax rate should be 35%. They argued that the peak of government taxes is always 5-10% 

earlier than the top of the Laffer curve. So, if a country has reached the top of the Laffer curve, their article recommends 

that tax cuts have positive effects on the economy and government revenues (Lin and Jia, 2019). 

 

The Chinese government is considering imposing some environmental and energy taxes, such as a fuel tax, mileage 

regulation, or low emission vehicle tax cut policies, in response to the rapid growth of the Chinese car market and the 

burden of green energy (Sun et al., 2006). 

 

The Chinese government has introduced numerous fiscal and other incentives to encourage the development and 

deployment of electric vehicles. Fueled by this policy, sales of electric vehicles in China exceeded 500,000 units in 2016. 

However, subsidies for electric vehicles will be removed after 2020. To maintain market stability, taxation related to 

electric vehicles needs innovation. However, it is still unclear how effective the various tax incentives are. By conducting a 

discrete choice experiment with 247 respondents and using a mixed logit model, the article explores the effectiveness of 

several potential incentives, excluding subsidy policies, as well as the impact of Social psychology determinants. Electric 

vehicles are exempt from purchase restrictions (they are not subject to license plate control policy) and restrictions on use 

in China. And these two transport policy incentives have the most significant positive effect on the spread of electric 

vehicles. Free discounted charging also goes a long way in popularizing electric vehicles among the Chinese population. 

Preferential access to dedicated bus lanes is attracting more and more attention. According to Wang N., the exemption from 

the tax on the purchase of vehicles should be renewed, as it has a positive effect on the value of demand. In contrast, other 

incentives when people use electric vehicles are less effective (such as reducing parking fees) (Wang, 2017). 

 

Research Methodology 

 

The data in this article is taken from the tax policy statements and declarations published by the State Tax Administration 

of the People's Republic of China, the Ministry of Finance of the People's Republic of China, the Customs Tariff 

Commission of the State Council, and the official website of the Ministry of Communications of the People's Republic of 
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China. Methods of mathematical analysis are used to calculate the amount of tax paid for the purchase and ownership of 

new and imported cars and domestically produced cars. A comparison method is used, as well as a comparative analysis 

method to compare the benefits of buying domestically produced cars. 

 

Research Results 

 

1) Consumption Tax 

 

The purchase tax, which is often mentioned when buying a car, is actually a surcharge tax. In fact, car companies also pay 

taxes on car production, including consumption tax, which is a value added tax. The car consumption tax is an additional 

tax introduced as part of the 1994 reform of the national tax system. 

 

Car Consumption Tax is a tax levied by manufacturers on the amount of sales of cars of different sizes. Effective 

September 1, 2008, the Ministry of Finance and the State Tax Administration of the PRC have adjusted car taxation 

policies that apply only to manufacturers, including increasing the consumption tax rate for large passenger cars and 

lowering the consumption tax rate for passenger cars with small engines. The car consumption tax adjustment affects the 

macro control of prices and markets, as well as industries in a country. 

 

Table 1: Adjusted consumption tax rate for passenger cars 

Total engine volume (liter) Rate,% 

 

volume less than 1.0 liter (including 1.0 liter)  1 

volume from 1.0 l to 1.5 l (including 1.5 l)  3 

volume from 1.5 l to 2.0 l (including 2.0 l)  5 

volume from 2.0 l to 2.5 l (including 2.5 l) 9 

volume from 2.5 l to 3.0 l (including 3.0 l)  12 

volume from 3.0 l to 4.0 l (including 4.0 l)  25 

volume of 4.0 l and more  40 

Source: State Administration of Taxation  

 

Based on the priority goals of energy conservation and emission reduction, the government decided to use emissions in the 

future as a standard for this tax. 

 

2) Value Added Tax 

 

Value added tax is understood as a value added tax levied on the added value created during the circulation of goods 

(including taxable services) as a tax base. A tax rate of 17% applies to car sales. 

 

3) Excise tax on the purchase of a car 

 

The object of the tax on the purchase of a car is the purchase process (including the purchase, import, including homemade, 

donated and rewarded vehicles). The tax rate is 10% of the value for individuals who purchase taxable vehicles for their 

own use. 

 

The tax on the purchase of new vehicles using alternative energy continues to be concessional. After the termination of the 
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tax breaks on the purchase of small cars, the tax breaks on the purchase of cars using alternative energy sources became a 

bright innovation. 

 

4) Tax on vehicles and ships 

 

The vehicle and ship tax is also a tax on the use of vehicles. This tax is based on the differentiation of vehicle types (for 

example, motor vehicles, non-motor vehicles, cars, trucks, etc.), their tonnage, and engine size. Differentiation of the tracks 

of vehicles moving along public roads and ships moving along rivers, lakes or territorial seaports is also used. 

 

Vehicle and ship tax must be paid before these vehicles are insured. Payment standards for this tax are inconsistent across 

regions. At the same time, the amount of taxes differs in different regions. Take, for example, the vehicle and ship tax rates 

for Beijing. 

 

Table 2. Tax rates on vehicles and ships of the PRC (Beijing—capital) 

Total engine displacement (liter) 

 

Unit 

(Yuan/Per 

car) 

Unit (Yuan/Per car) 

(limited travel 

period) 

Remarks  

 

less than 1.0 liter (including 1.0 liter)  300 250 

 

Approved number of 

passengers 9 people 

(including 9 people) 

 

1.0 liters to 1.6 liters (including 1.6 liters)  420 350 

 

1.6 to 2.0 liters (including 2.0 liters)  480 400 

2.0 liters to 2.5 liters (including 2.5 liters) 900 750 

2.5 liters to 3.0 liters (including 3.0 liters)  1920 1600 

3.0 liters to 4.0 liters (including 4.0 liters) 3480 2900 

over 4.0 liters 5280 4400 

Source: Beijing Local Taxation Bureau  

 

5) Import duties (imported cars) 

 

To protect local auto brands from excessive competition, the government imposed relatively high import taxes. Some car 

companies in China also have a share of the market through price advantages. 

 

The basic legal basis for the collection of tariffs is the "Rules of the People's Republic of China on Tariffs" promulgated by 

the State Council on November 23, 2003, which came into effect on January 1, 2004. 

 

The duty payable on imported vehicles is collected during the import process. The Duty Paid Price (that is, CIF) is used as 

the basis for calculating the tax. The tax rate for the most favored nation regime is 25%. 

 

On May 22, 2018, the State Council's Customs Tariff Commission published an announcement on the reduction of import 

tariffs on cars and spare parts from 2018. Since China has joined the World Trade Organization, it can be argued that China 

will inevitably continue to cut tariffs on imported cars. 

 

Reducing tariffs on imported cars directly affects the promotion of sales of these cars. For example, in 2001, China only 

imported over 70,000 vehicles. In 2014, the number of cars imported to China exceeded 1.42 million. Although there was a 
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decline in subsequent years, the total number is still relatively high. It can be seen that the reduction in tariffs for imported 

cars is indeed a favorable policy for increasing the species diversity of the automotive market. 

 

As for the species composition, there is practically no overlap between the consumer groups faced by imported cars and 

cars of their own brands. Currently, most of the imported cars sold on the market are medium to large displacement models, 

while private label cars are mainly medium and small displacement models. Even if a small number of products are 

relatively close in price, they generally will not form a direct competitive relationship. Therefore, it can be said with 

certainty that reducing tariffs on imported cars will not have a significant impact on China's private car market. 

The price of imported cars also increases due to customs clearance fees, merchandise inspection fees, transportation fees 

and other costs. 

 

The Secondary Car Market 

 

Secondary vehicle taxes include vehicle purchase tax, vehicle and ship tax, vehicle insurance, and surcharges on 

passengers and goods. Vehicle Purchase Tax is a tax levied by the government on all units and individuals who buy cars. 

The current tax rate is 10% of the taxable value of vehicles. 

 

Currently, vehicle and ship tax is usually levied by the insurance company, that is, it is collected along with the mandatory 

insurance premium. The types of auto insurance in China fall into two categories: basic insurance and complementary 

insurance. Insured persons can choose insurance only based on their own needs on the basis of basic insurance coverage. 

There is a close relationship between basic insurance and complementary insurance. If additional insurance clauses conflict 

with the main insurance clause, the interpretation of the conflict should be based on the additional insurance clause. If no 

additional insurance clause is specified, the main insurance clause prevails. Compulsory motor third party liability 

insurance is the first compulsory insurance system in China enacted by national legislation. 

 

Passenger and cargo allowances are special mandatory payments levied by the state from legal entities and individuals 

involved in passenger and cargo operations. The name of the collection varies from place to place, and collection standards 

are also different. 

 

VAT for electric vehicles 

 

New Energy Vehicles (NEVs) purchased between January 1, 2018 and December 31, 2020 are exempt from vehicle 

purchase tax. To date, this law has helped increase sales of low-emission vehicles. 

 

The Chinese government has announced that it will cut its subsidies on electric vehicles before they are completely 

canceled in 2020. In addition, in an effort to focus attention on the conditions for launching electric vehicles in China, the 

government has tightened the rules for the respective startups (Yang et. al., 2019). Also this year, the restriction on the 

number of license plates available for electric vehicles was lifted (of course, they remain limited for polluting vehicles (Yu 

et.al., 2020)). 

 

New energy vehicle incentive policy 

 

In order to support the development of the new energy automobile industry and promote automobile consumption, the 

State Administration of Taxation of China has issued the "Catalogue of New Energy Automobile Models Exempted from 

Vehicle Purchase Tax." From January 1, 2021 to December 31, 2022, the purchase of new energy vehicles will be 

exempted from vehicle purchase tax. At the same time, since pure electric passenger vehicles are not within the scope of 
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the vehicle and vessel tax, they are exempt from the annual vehicle and vessel tax. In addition, since the first half of 2018, 

new energy vehicles can obtain special vehicle licenses in all cities in China. Starting from June 1, 2015, in Beijing, pure 

electric vehicles will not be subject to peak hours or traffic restrictions on working days. In Tianjin, Shanghai, and 

Guangzhou, new energy vehicles enjoy free special licenses, no bidding is required, and no restrictions are imposed. Other 

provinces and regions, such as: Central China, South China, Southwest, Northwest and other regions also implement 

reductions and exemptions for new energy vehicle parking fees. 

 

The Impact of Tax Policies on Vehicle Sales 

 

In October 2015, China decided to implement a preferential policy of halving the vehicle purchase tax on the purchase of 

passenger cars with a displacement of 1.6 liters and below, which obviously stimulated the Chinese automobile market. In 

2016, the sales volume of passenger vehicles was 24.293 million units, a record high in production and sales. On 

December 15, 2016, the Ministry of Finance of China officially announced that passenger cars with a displacement of 1.6 

liters and below will be levied at a tax rate of 7.5% for vehicle purchase in 2017. Since then, starting from January 1, 2018, 

the statutory tax rate of 10% will be restored. In 2017, except for the obvious increase in sales in February, sales in the 

remaining months did not change much. Affected by the adjustment of the purchase tax preferential policy, the sales of 

passenger vehicles of 1.6 liters and below were 17.193 million, a year-on-year decrease of 1.1%. Compared with the same 

period last year in 2018, the growth rate in the first half of the year was significantly higher than that in the second half. In 

2019, the monthly sales of passenger cars showed a downward trend year-on-year. Although the passenger car market 

recovered in the fourth quarter, it was still lower than expected. Due to the epidemic, the monthly sales of passenger cars 

from January to April of 2020 showed a downward trend. From May, sales began to increase, and consumer demand began 

to increase, reflecting the recovery of household consumption after the epidemic (Fig. 1). 

 

 

Fig. 1: Dynamics of sales of passenger cars in China 

 

Source: The author compiled according to the data of China Association of Automobile Manufacturers (January 2021) 

 

Conclusion 

 

The taxes paid for the purchase of vehicles from Chinese car brands are low. Over the years, self-developed Chinese auto 

brands have made rapid progress. Compared to imported cars, many brands do not differ from imported cars in terms of 
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technology, craftsmanship, handling and comfort. Combined with the price advantage, self-developed Chinese auto brands 

are well received in China. The conclusion is that for vehicles in China, through the reform and improvement of different 

types of taxes, the tax burden on the purchase process should be reduced, and the tax burden on the maintenance and use 

process should be increased. 
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Abstract 
 

The article analyzes the regulatory legal acts of the Russian Federation that regulate public control over the use of 

municipal property. Various municipal programs focused on the use of municipal property are considered. The article 

shows “Smart City”, the project developed by the Mari State University. The purpose of this article is to form a 

comprehensive scientific understanding of legal instruments for increasing the efficiency of public control over the use of 

municipal property in the context of digitalization. The methodological basis of the study is a set of methods for the 

scientific cognition of social processes, circumstances and facts. The research is based on the methodological principles of 

objectivity, determinism, historicism, integrity, complexity, consistency, structure, functionality, hierarchy, pluralism of 

explanation and understanding of law and comparative studies. The work was carried out through the methods of 

dialectical materialism as a fundamental tool in humanitarian research. The use of such general scientific methods as 

analysis, synthesis, deduction and induction should be noted in the work. The research results were tested in the process of 

teaching and educational activities. 

Keywords: “Smart City”, digital economy, municipal entity, digitalization, digital technologies, local government, 

municipal property, public control. 

Introduction 

The relevance of the research topic is explained by several aspects. The socio-economic aspect is reflected in the fact that 

the development of the economic basis of local self-government is of great importance, since the well-being of the local 

population depends on it. The municipal level of economic ties quite often determines the quality of food products and the 

quality of the provision of household services, etc. Therefore, the problem of increasing the efficiency of forms of public 

control over the use of municipal property is relevant, it is important not only in theoretical but also in practical terms. 

Lawmaking and law enforcement aspects are defined as follows. Due to the fact that the foundations of a democratic state 

consist in the fact that citizens participate in managing the affairs of the state, and the local population decides issues of 

local importance, public control over the activities of local governments and their officials is a manifestation of such 

participation. Until recently, there was no federal law in the Russian Federation that would comprehensively regulate 

relations in the sphere of public (civil) control. On August 2, 2014, the Federal Law of July 21, 2014 No. 212-FZ "On the 

Foundations of Public Control in the Russian Federation" came into force, which established the legal framework for 

organizing and exercising public control over the activities of the state and municipalities. The federal law has enshrined 

various forms of public (civil) control over public authorities, allowing citizens of the Russian Federation and their 

associations to participate as widely as possible in the control process. An analysis of individual provisions of this federal 

law shows that there is no real legal mechanism for the implementation of public control over the activities of public 

authorities, and it should be developed in practice. In addition, there are questions about the application of this law in 

certain areas, in particular, in the implementation of public control over the use and disposal of municipal property. 
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This federal law quite narrowly defines the term  “public control”, it does not name the citizens living in the relevant 

territory (among the subjects of public control); the law does not take into account new forms of public control, the 

implementation of which became possible with the development of new digital and other information technologies, etc. It 

should be noted that the inconsistency of the current legislation in the field of public control with civil, municipal, 

competition and other legislation slows down the activation of public participation in the management of municipal affairs, 

not ensuring the important social role of this public institution, and the scale of the social potential laid down in the main 

legal act remains unrealized. Thus, effective legal regulation of the relations under consideration is aimed primarily at 

increasing the level of well-being of the local population, since it depends on the state of the economic basis of local self-

government. 

The scientific novelty of the research lies in the formation of a comprehensive scientific understanding of legal instruments 

for increasing the efficiency of public control over the use of municipal property in the context of digitalization; 

development of individual elements of a new scientific concept substantiating the relationship of legal regulation of digital 

technologies with the effectiveness of forms of public control over the use and disposal of municipal property. 

The research topic is of a complex and cross-sectoral nature as the public-legal and private-legal aspects of the activities of 

municipalities are considered comprehensively. In this context both legal and information-technical solutions to the 

scientific problem posed are proposed. The objectives of the research directly overlap with a number of national projects 

(for example, “Safe and High-quality Highways,” “Housing and Urban Environment,” “Ecology,” etc.) contributes to the 

implementation of the project “Smart City” (implementation of 2019-2024 .), which emphasizes the complexity and 

practical orientation of this research. 

The Current State of Research on the Problem  

Analysis of scientific sources on the research topic shows that there are several direction in which it is possible to study 

this topic. 

 

Firstly, these are legal studies in the field of municipal law, dedicated to the economic basis of local self-government, such 

as D.A. Pisarev. (“The Economic Basis of Local Self-government in Cities of Federal Significance: Constitutional and 

Legal Aspect", 2010), A.Yu. Klimanova. (“Constitutional and Legal Regulation of the Formation of the Economic Basis of 

Local Self-government”, 2013); Talalaev N. V. (“The Economic Basis of Local Self-government in the Russian 

Federation”, 2009); Matvienko S.V. (“The Economic Basis of Local Self-government as a Complex Legal Institution of 

Municipal Law in the Russian Federation", 2015), etc. 

 

Secondly, this is legal research in the field of public control, including at the municipal level: D. Mikheev, I. Boyarinceva, 

J. Yaichnicova (2017) “Local Self-government and Transparency: Features of Constitutional Regulation” // Proceedings of 

INTCESS 2017 - 4th Intenational Conference on Education and Social Sciences 6-8 February 2017, Istanbul, Turkey; O. 

Yakhina, D. Mikheev, J. Yaichnicova (2017) “Information ACCESS on Municipal Services: Questions of Publicity” // 

Proceedings of INTCESS 2017 - 4th Intenational Conference on Education and Social Sciences 6-8 February 2017, 

Istanbul, Turkey; Mikheeva T., Mikheev D. (2018) “On Problems of Definition of Public Control Subjects” // International 

Business Information Management Conference (32nd IBIMA), Seville, Spain 15-16 November; Mikheeva T., Mikheev D. 

(2019) “Critical Perspectives on Public Control Subjects” // Proceedings of Intcess 2019 6th International Conference on 

Education and Social Sciences 4-6 February 2019, Dubai, UAE; Mikheeva T., Mikheev D. (2020) “Public Control as new 

Instrument for Municipal Democracy” // 6th International Conference on Advances in Education Virtual Conference 

(ADVED 2020), 5-6 October 2020 Istanbul, Turkey and others. The work by O.A. Dementieva “Legislative provision of 

transparency in the activities of public authorities.” is devoted to issues of public control over the activities of local self-

government bodies. Some issues of public control were analyzed by A.A. Larichev in the article “Appeal to Local Self-

government Bodies as a Tool for Citizens’ Participation and a Means of Public Control at the Local Level”, a comparative 

legal study is done by V.V. Goncharova “Legal Regulation of the Institution of Public Control: International and Foreign 

Experience”. A significant role in the scientific development of the institution of public control belongs to V.V. Gribu 

(“Scientific and Practical Article Commentary on the Federal Law of July 21, 2014 No. 212-FZ “On the Foundations of 

Public Control in the Russian Federation” (Moscow, 2017), the textbook “Public Control” (Moscow, 2017)). 

 

Thirdly, this is economic research in the field of economics of the municipality and investment activity. Such works 

include the dissertations by E.V. Paidyshev “Theoretical Foundations of the Economy of Municipalities in the Context of 

the Local Government Reform” (2006); E. Marquarta “Organization and Management of Economic Activities of 

Municipalities (Theory and Practice)” (2012); Kopychenko G.S. “Management of the Competitiveness of Municipalities” 

(2014); Galimullina N.A. “Development of Accounting and Analysis of Property of the Municipality” (2012) and others. 

 

It is necessary to note some works that take into account the trends of legal regulation associated with the informatization 

and digitalization of public relations: the monograph by O.A. Okolesnova “Public control. Information and Legal Problems 

of Theory and Practice”; dissertation by O.A. Okolesnova on the topic "Information and Legal Foundations of Public 
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Control in the Russian Federation” (2014); monograph by N.S. Vavilov “Legal Regulation of the Activities of Civil 

Society Institutions at the Municipal Level” (2016). E.S. Ustinovich analyzes the possibilities of the activities of 

municipalities in the context of digitalization in the work “Interaction of Authorities and Civil Society Structures in the 

Internet Space (political and legal analysis)”. It should also be noted the works of A.V. Grigorieva “Realization of the 

Constitutional Right of Citizens to Manage State Affairs in the Context of Digitalization", E.S. Anichkina “Modernization 

of the Constitutional and Legal Status of an Individual in the Formation of a Digital Space.” 

 

However, it should be concluded that a comprehensive study of legal instruments for increasing the efficiency of public 

control over the use of municipal property in the context of digitalization has not been carried out. We consider that it is 

quite relevant to continue further studies from the standpoint of theory and practice. 

 

Analysis of Modern Legal Regulation 

The scientific problem posed by the researchers lies in the need to form a comprehensive scientific understanding of legal 

instruments for increasing the efficiency of public control over the use of municipal property in the context of 

digitalization. 

The solution to the scientific problem is aimed at the following questions: 

1) the implementation directly by citizens residing in the territory of the municipal entity, public control over the use of 

municipal property; 

2) bringing of officials, as well as local self-government bodies to legal responsibility for improper use and improper use of 

municipal property; 

3) ensuring the direct participation of citizens in resolving issues of ownership, use and disposal of municipal property; 

4) legal regulation of digitalization of public control at the municipal level; 

5) effective use of municipal property, taking into account the priority areas of development which are stated in federal 

national projects; 

6) development of digital forms of public control over the use of municipal property; 

7) implementation of “Smart City” technologies and increasing civic engagement; 

8) increasing the profitability of the local budget and increasing the level of well-being of the local population. 

Public control in federal law means the activities of subjects of public control, carried out in order to monitor the activities 

of state authorities, local governments, state and municipal organizations, other bodies and organizations exercising certain 

public powers in accordance with federal laws, as well as for the purpose of public inspection, analysis and public 

assessment of the acts issued by them and the decisions taken. In addition, the law determines that the subjects of public 

control are: the Public Chamber of the Russian Federation; public chambers of the constituent entities of the Russian 

Federation; public chambers (councils) of municipalities; public councils under federal executive bodies, public councils 

under legislative and executive bodies of state power of the constituent entities of the Russian Federation. In order to 

exercise public control in cases and in the manner provided for by the legislation of the Russian Federation, the following 

may be created: public supervisory commissions; public inspections; public control groups; other organizational structures 

of public control. 

Public chambers, which are effective forms of civil society organization, should become the main subjects of civil control, 

which will coordinate citizens in the field of control and provide them with support in the implementation of control 

initiatives (Article 7). At the same time, the creation of public chambers in the constituent entities of the Russian 

Federation is mandatory. The formation of public chambers at the level of municipalities is not provided for by the draft 

federal law. Controlled bodies and organizations are bodies of state power and local self-government, state and municipal 

organizations, as well as other bodies and organizations exercising certain public powers on the basis of federal law. 

Public control is a universal form of activity of citizens and institutions of civil society that allows: 1) to ensure the 

transparency of public authorities; 2) to counteract the development of tendencies of corrupt practices in government 

bodies, developing as a result of corporate secrecy; 3) to implement the constitutional principle of democracy by the 

people, strengthening the democratic character of the state; 4) to stimulate civic activity when making managerial decisions 

by public authorities; 5) to involve citizens in the management of state affairs; 6) to ensure the observance and protection 

of human and civil rights. 
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It is assumed that public control should be carried out on a voluntary basis by citizens both personally (as public inspectors 

and public experts) and as part of public associations and other non-governmental non-profit organizations (public 

chambers, councils, supervisory commissions, inspections, public control groups). As forms of public control, the law 

provides for public monitoring, public inspection, public expertise, as well as public discussions and public hearings. The 

list is open. The law provides for the implementation procedure for each form of control. 

Article 26 “On the Law on Public Control” establishes that the determination and publication of the results of public 

control is carried out by preparing and sending to state authorities, local self-government bodies, state and municipal 

organizations, other bodies and organizations exercising certain public powers in accordance with federal laws, the final 

document prepared based on the results of public control: a final document of public monitoring, an act of public 

inspection, a conclusion of public examination, a protocol of public discussion, a protocol of public hearings, as well as in 

other forms stipulated by federal laws. 

The final document, prepared based on the results of public control, indicates the place and time of public control, tasks of 

public control, subjects of public control, forms of public control, facts and circumstances established during public 

control, proposals, recommendations and conclusions. The final document is accompanied by other documents obtained in 

the course of public control. 

Public associations and other non-governmental non-profit organizations, based on the results of public control, have the 

right: 

1) to send to state authorities, local self-government bodies, state and municipal organizations, other bodies and 

organizations exercising, in accordance with federal laws, certain public powers, proposals and recommendations for 

improving their activities, as well as for eliminating the causes and conditions that contributed to the violation human and 

civil rights and freedoms, rights and legitimate interests of public associations and other non-governmental non-profit 

organizations; 

2) to put forward a public initiative in accordance with the legislation of the Russian Federation; 

3) to challenge, in the manner prescribed by federal law (including in a judicial and (or) administrative procedure), 

regulatory legal acts, decisions and actions (inaction) of state authorities, local authorities, state and municipal 

organizations, other bodies and organizations carrying out in accordance with federal laws, separate public powers. 

State authorities, local self-government bodies, state and municipal organizations, other bodies and organizations 

exercising certain public powers in accordance with federal laws are obliged to consider the final documents sent to them, 

prepared as a result of public control, and within the time period established by the legislation of the Russian Federation, 

send them substantiated answers to subjects of public control. Thus, the result of public control is the use of measures of 

public influence, as well as appeal against unlawful actions and decisions of public authorities and their officials in court, 

appeal to the prosecutor's office, other law enforcement agencies and higher authorities (Kondratenko Z., 2016). 

Public control allows the local community to get an idea of the activities of local self-government bodies, the functions 

they perform, and also to identify the shortcomings of the activities of local self-government bodies in order to increase the 

efficiency of their activities in solving local issues (Mikheeva T., Mikheev D., 2019). In addition, public control 

contributes to the identification of violated human and civil rights and freedoms in various spheres of public relations, 

which indicates its important provisional function in the human rights mechanism. Due to the fact that the law on public 

control does not enshrine mechanisms for the implementation of forms of public control in various areas, it seems 

appropriate to express certain considerations regarding such a field as municipal property management. 

Let us simulate possible practical situations of application of the norms on public control in the field of municipal property 

management. 

The Committee for Management of Municipal Property of the Administration of the city district “City of Yoshkar-Ola” 

exercises the rights of the owner in relation to municipal property; management and disposal of lands owned or run by the  

city district “City of Yoshkar-Ola”; privatization of municipal property and land plots; ensuring the interests of the city 

district “City of Yoshkar-Ola” in the process of delimiting state property and forming the composition of municipal 

property of the city district “City of Yoshkar-Ola”; protection of property rights and interests of the city district “City of 

Yoshkar-Ola”. The specified municipal body in carrying out its activities is guided by federal and regional legislation, the 

Charter of the municipal formation “City of Yoshkar-Ola”, which was adopted by the decision of the city Assembly of the 

municipal formation “City of Yoshkar-Ola” dated June 29, 2005 No. 101-IV, Regulations on the procedure management 

and disposal of property owned by the municipal formation “City of Yoshkar-Ola”, approved by the decision of the 

Assembly of deputies of the city district “City of Yoshkar-Ola” dated February 27, 2007 N 384-I and other regulations. 

The municipal program of the city district “City of Yoshkar-Ola” “Formation of a Modern Urban Environment in the City 

District” “City of Yoshkar-Ola” for 2018-2024” was approved by the resolution of the administration of the city district 
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“City of Yoshkar-Ola” on 20.12.2017 No. 1504 (amended on 01.10.2020) determines the expected results based on the 

results of the program: improving the level of landscaping of courtyards in the territory of the urban district “City of 

Yoshkar-Ola”; increasing the level of amenities of public areas on the territory of the urban district “City of Yoshkar-Ola”; 

increasing the level of involvement of citizens, organizations in the implementation of measures for the improvement of 

the territory of the city district “City of Yoshkar-Ola”. According to Appendix No. 7 to this program, the procedure for the 

accumulation and spending of funds of interested parties directed to the performance of work on the improvement of 

territories received from the owners of premises in apartment buildings, owners of other buildings and structures located 

within the boundaries of the courtyard territory subject to improvement, and other legal persons interested in the 

improvement of courtyard areas. 

Control over the targeted spending of the accumulated funds of interested parties is carried out by the authorized body and 

the public commission. The implementation of the program by responsible subjects can be designated as an object of 

public control. At the same time, the key indicators that must be analyzed by the public are designated as results and must 

be available for observation and analysis. 

The question arises as to the form in which it is possible to exercise public control over the implementation of such a 

municipal program. Let us analyze various forms of public control provided by law. 

Public monitoring implies constant or temporary observation of the activities of local governments and it is carried out by 

the Public Chamber of the Russian Federation, public chambers of the constituent entities of the Russian Federation, public 

chambers (councils) of municipalities, public monitoring commissions, public inspections, public associations and other 

non-governmental non-profit organizations. In other words, public monitoring is a preliminary form of public control and 

in the future may entail public discussion, public hearings, public inspection, public examination and other public events. 

Public inspection is carried out in the cases and in the manner prescribed by federal laws. That is, if there is no public 

inspection of the municipal program, then it cannot be carried out. The subjects initiating public inspection are listed in 

Article 20 of the federal law on public control. Public inspection is a set of actions of the subject of public control, which 

can be conditionally divided into several groups: 1) collection and analysis of information, 2) verification of facts and 

circumstances concerning socially significant activities of public authorities, bodies and organizations that carrying out 

activities in accordance with federal laws, as well as activities affecting human and civil rights and freedoms, the rights and 

legitimate interests of public associations and other non-governmental non-profit organizations. The law stipulates that 

public inspections are carried out only in cases and in the manner provided for by federal laws. 

An interesting fact is that the procedure for organizing and conducting a public inspection is established by its organizer in 

accordance with federal laws, the laws of the constituent entities of the Russian Federation and municipal regulatory legal 

acts. The organizer of a public inspection brings to the attention of the head of the audited body or organization 

information about the public inspection, timing, procedure for conducting it and determining the results. The term for 

public inspection should not exceed thirty days. When preparing public inspection, its organizer has the right to send to the 

inspected body or organization a request for the provision of documents and other materials necessary for conducting a 

public inspection. 

Conducting a public examination involves specialists who possess special knowledge and (or) experience and they act on a 

voluntary basis for the analysis and assessment of acts, draft acts, decisions, draft decisions, documents and other 

materials, actions (inaction) of local government bodies, checking the compliance of such acts , draft acts, decisions, draft 

decisions, documents and other materials to the requirements of the legislation, as well as verification of the observance of 

human and civil rights and freedoms, the rights and legitimate interests of public associations and other non-governmental 

non-profit organizations. 

Public discussion is a form of interaction between civil society institutions and local self-government bodies, the main 

essence of which is public discussion of socially significant issues, as well as draft decisions of local self-government 

bodies with the obligatory participation in such a discussion of authorized persons of these bodies, representatives of 

citizens and public associations whose interests affected by the relevant decision. 

Public hearings are held in cases established by federal laws, laws of the constituent entities of the Russian Federation, 

municipal normative legal acts and are a meeting of citizens, organized by the subject of public control, or by the local 

authorities themselves, to discuss issues related to the activities of these bodies and having a special public the significance 

of or affecting human and civil rights and freedoms, the rights and legitimate interests of public associations and other non-  

The analysis of the presented forms of public control allows us to conclude that the most accessible form of public control 

for the population of the municipality over the implementation of the municipal property program is public discussion, 

since it does not require a special status for subjects and special consolidation in the law. Thus, the subjects, having chosen 
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the appropriate form of public control, must have the appropriate status in order to start the corresponding procedure, 

otherwise, as practice shows, the decisions made by the unauthorized subject may not be taken into account. 

“Smart Improvement” Project 

Scientists of the Mari State University have developed a project “Smart Improvement” of the city of Yoshkar-Ola. This 

project was developed on the basis of global trends in accelerating the digitalization of the economy through the 

involvement of “smart” technologies; strengthening the role of artificial intelligence, digitalization of education, changing 

values and lifestyles of people under the influence of the proliferation of “smart” infrastructures (Kondratenko Z.K., 

Vavilov N.S., 2018; Z. Kondratenko, M. Verholetov, N. Smirnov, N. Vavilov, I. Boyarintseva, 2019, etc.). 

The presented project is aimed at solving several problems. 

The first task to be solved is to create a competitive software product for citizens, which allows receiving high-quality free 

consultations in the field of landscaping in an accessible form, as well as receiving high-quality free assistance in drafting 

ready-made legal documents. 

The second task to be solved is the organization of effective interaction between citizens and local authorities in matters of 

urban improvement, the creation of an up-to-date and convenient service for the infrastructure of local communities within 

the framework of the implementation of the approved departmental project “Smart City” (implementation 2019-2024) The 

main goals of the Smart City project are the following: increasing the competitiveness of Russian cities, creating an 

effective system of urban management, creating safe and comfortable living conditions for citizens. One of the directions 

of this project is the creation of a digital platform for involving citizens in solving urban development issues “Active 

Citizen”, which implies the opportunity for residents to leave a complaint, appeal to local authorities, make a legislative 

proposal, start voting on a particular issue. Local authorities, in turn, will have to provide feedback (responses to appeals), 

provide information on development plans and priorities. Thus, this project can be embodied in municipal economic and 

legal practice, which in the context of the implementation of modern national projects cannot but be in demand. 

The project involves the creation of a neural network online system for automatic consultation of residents in the field of 

urban improvement. The main functionality of the neural network online system: 1) determination of the competence of 

local governments in the field of improvement; 2) automatic consultation of citizens on legal issues in the field of 

improvement; 3) automatic formation of citizens’ appeals to local governments at the request of a citizen,; 4) preparation 

of a draft legal document; 5) online feedback from the system moderators, the ability to upload and download documents, 

photos by all users of the system. 

Thus, the developed online system, based on the neural network, is able to detect a violation of the current legislation,  it 

can form the necessary action provided for by the system at the request of an interested person: it can prepare an appeal or 

statement to local authorities for further bringing violators to administrative responsibility for violation of the rules of 

improvement. 

To work on this project, it is planned to involve students of the Law Faculty of the Mari State University, who will create 

text data sets for training the neural network, and at the stage of implementation and testing, student consultants of the 

legal clinic (system moderators) will check the results issued by the system when consulting citizens, etc. 

The functionality of the proposed neural network on-line system: 

User (citizen): 1. Must register in the system. 2. Can create a text message, select the category of the violated improvement 

rules, attach a photo. 3. Can clarify or change his appeal (including at the request of the moderator). 4. Can send the 

finalized document to the City Administration. 

Moderator (student of the legal clinic): 1. Processes the citizen’s appeal (can change the status of the appeal). 2. Checks the 

correctness of the neural network solution (can change the category and qualification of the rules). 3. Can request 

clarification of the appeal from a citizen, necessary for drawing up a document. 4. Sends a generated document to a citizen 

to verify personal data. 

The system administrator: 1. Grants students the rights of moderators, can change the moderator upon request. 2. Can view 

citizens’ appeals, can withdraw the appeal before the Administration receives it. 3. Can compose data sets for training a 

neural network in case of erroneous decisions. 4. Places information on the pages of the site. 5. Gathers statistics on the 

number of requests, by types of violations of the rules of improvement and by categories of violations, by the accuracy of 

decisions of the neural network. 6.Can block users, change user password upon request. 

City administration: 1. Receives a ready-made appeal document. 2.Can change the status of the request. 3. Gives an answer 

to the appeal. 
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The problem to be solved by the project is the provision of high-quality free legal assistance to citizens in the field of city 

improvement, in particular, on issues of violation of the Improvement Rules, which are available in most municipalities. It 

seems necessary to create a demanded software product for citizens, which allows receiving high-quality free consultations 

in the field of improvement in an accessible form, as well as receiving high-quality free assistance in drafting ready-made 

legal documents online. 

We believe that changes in this area are timely, related to the need to use digital technologies and involve residents in the 

process of identifying violations of the Improvement Rules. Citizens usually explain this problem as follows: there are no 

necessary skills to draw up a legal document, there is no way to get free legal advice online in an accessible form, and 

there is no feedback on a directed appeal. The city administration e[pressed this problem as follows: citizens need legal 

assistance, since quite often their appeals are not directed according to their jurisdiction, or do not contain the necessary 

information to bring the offender to justice for violation of the Improvement Rules, etc. 

The final users (beneficiaries) of the results or effects of this project will be the following groups: these are primarily 

citizens who receive free and high-quality legal assistance; students who will acquire the necessary professional skills; 

local government bodies, which will receive high-quality legal documents with which it will be convenient to work, 

including within the framework of administrative proceedings. 

The positive effect of the project for various audiences will be as follows. 

For the university: 1) Formation of professional skills of students, including when working with modern digital 

technologies; 2) Increasing the number of students involved in project activities; 3) Increasing the publication activity of 

students and teachers of the Law Firm and FMF, increasing patent and grant activities; 4) Advertising and positioning of 

the positive image of MarSU; 5) Creation of a service for the development of the infrastructure of local communities 

(“Leading University” Program). 

For citizens: 1) Free legal advice in a convenient online format; 2) Free legal assistance in drafting a legal document; 3) 

Feedback on the appeal. 

For the City Administration: 1) Creation of an effective tool for processing citizens’ appeals (through funnel and filtering); 

2) Assistance in the execution of administrative cases (reducing the time for fixing an offense); 3) Increasing 

citizens’confidence in local authorities; 4) Increase in the number of initiated administrative cases; 5) Increase in city 

budget revenues. 

This proposal is to create a neural network online system for automatic consultation of residents in the field of urban 

improvement (including a mobile application). The main functionality of the neural network online system is as follows: a 

citizen registers in the system (fills in the required form), then submits an appeal also by filling out a special form on the 

website or in a mobile application, can add photos and videos, coordinates on the map to it. This appeal is processed by a 

neural network, which issues a decision on the qualification of this appeal regarding the violated rules of improvement and 

the category of an administrative offense. Then the moderators (students of the legal clinic) process the citizen's appeal in 

real time, check the correctness of the decision issued by the system, and send the formed legal document to the citizen for 

approval (students do not see the citizen's personal data). Then the citizen, using a special functional button, sends the 

document to the City Administration for consideration. Moderators of the system can correct the solution of the system 

manually if it is not correct, as well as retrain the neural network for this appeal, and can also send a clarifying request to 

the citizen if he did not provide all the necessary data on his appeal. 

Conclusion 

The conducted comprehensive research shows that the following problems exist in the legal regulation of public control 

over the use of municipal property: 

1) among the subjects of public control carried out at the municipal level, such subject as citizens of the corresponding 

municipal formation is not legally enshrined; 

2) legal regulation at the federal level of the digitalization processes happening in society seems insufficient; 

3) existing conflicts in the legal regulation of digitalization processes in various branches of law, the gap of such legal 

regulation in certain areas; 

4) the lack of legal regulation governing the participation of universities and other research and educational centers in 

digitalization processes at the municipal level. 
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Abstract 

 
The article analyzes the regulatory legal acts of the Russian Federation regulating the current process of digitalization in 

the field of urban economy, the economy of a municipal formation, building a dialogue between authorities and the 

population of a particular municipal formation. The practice of individual municipalities in introducing smart city digital 

technologies into their activities is considered. The article provides a definition of such a phenomenon as a smart “city”, 

identifies trends in legal regulation in this area. The purpose of this article is a comprehensive study of the legal regulation 

of smart city technologies in the context of digitalization in the Russian Federation. The methodological basis of the study 

is a set of methods for the scientific cognition of social processes, circumstances and facts. The research is based on the 

methodological principles of objectivity, determinism, historicism, integrity, complexity, consistency, structure, 

functionality, hierarchy, pluralism of explanation and understanding of law, comparative studies. The work was carried out 

through the methods of dialectical materialism as a fundamental tool in humanitarian research. It should be noted the use of 

such general scientific methods as analysis, synthesis, deduction and induction in the work. The research results were 

tested in the process of teaching and educational activities. 

Keywords: Smart City, Digital Economy, Municipal Formation, Digitalization, Legal Regulation, Digital Technologies, 

Municipal Law. 

Introduction 

The municipal level of economic ties is extremely significant, as it is the level which represents the basic foundations of 

the life of people (the population of municipalities), including the production of high-quality and economically affordable 

food products, household services, housing and communal services, etc. All this largely depends on the extent to which the 

economic basis of local self-government is established. Therefore, the problem of digitalization processes at the municipal 

level is especially relevant in relation to municipal property, building a dialogue between public authorities and the 

population of a particular municipality. 

A democratic state is characterized by a high degree of citizen participation in the management of state affairs. Public 

control of the activities of state authorities, local governments and their officials is a manifestation of such participation 

and, in addition, it is an important way to improve the efficiency of the system of state and municipal government. All 

these tasks of public control can also be solved by introducing smart city technologies into the urban space. 

Currently, the transformation of cities into a “Smart City” is one of the key areas of development in the Russian 

Federation. This transformation is provided for by the federal program “Digital Economy”. The “Smart City” project is 

being implemented as part of “The Housing and Urban Environment” national project and the “Digital Economy” national 

program. 

It should be noted that the “Smart City” project is aimed at increasing the competitiveness of Russian cities, creating an 

effective urban management system, creating safe and comfortable living conditions for citizens and it is based on five key 

principles: human orientation; manufacturability of urban infrastructure; improving the quality of urban resource 

management; comfortable and safe environment; emphasis on economic efficiency, including the service component of the 

urban environment. 

The Current State of Research on the Problem 

Assessing the current state of research on this issue, it should be noted that some authors consider issues related to 
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municipal property (and from a legal and economic point of view), other authors explore issues of public control through 

the use of new information and communication technologies, including the level of municipalities. Let’s analyze some of 

them. 

The monograph by O.A. Okolesnova “Public Control. Information and Legal Problems of Theory and Practice” (2014) is 

devoted to the problems of legal regulation of relations in the sphere of organizational support for the effectiveness of 

public control through the use of new information and communication technologies. The author formulated the main theses 

about the openness of information about public control. In the dissertation the author proposes the creation of an Electronic 

Resource Center of Public Control, a specialized source on the Internet and at the same time a social network of all 

participants in public control. In the context of digitalization of public relations, information and telecommunication 

technologies no longer seem to be advanced. With the development of “Smart City” technologies, implying built-in neural 

networks and artificial intelligence, public control and its forms are reaching a completely different qualitative level. Now 

the creation of an Internet system involves the introduction of artificial intelligence, which is capable of solving certain 

issues related to public control without human participation. The position of O.A. Okolesnova that the obligation of public 

control means that state and municipal bodies, and in some areas and in some cases, commercial and non-profit 

organizations, must provide the necessary information to the subjects of public control, acting in accordance with the law, 

and provide them with assistance. One should also agree with the ideas that the subjects of public control should not be 

pro-state. The author believes that citizens as bearers of the right to access information are the main subjects of public 

control. The current legislation on public control and legislation on the procedure for considering appeals from citizens of 

the Russian Federation are currently not coordinated. The Public Control Law does not name citizens as subjects of public 

control, although they are directly entitled to public control. 

The dissertation of E.E. Veliyev “The Constitutional and Legal Status of Municipal Public Associations and their Role in 

the Development of Local Government in the Russian Federation” (2019), in which the author gives the definition of the 

concept “municipal public association”. The author substantiates the need for legislative consolidation of the grounds for 

transferring certain functions of local self-government to municipal public associations on issues of local importance in the 

event that local governments do not have the necessary professional personnel and material resources. In the dissertation, 

the author highlights the models and forms of interaction between public associations and local governments. 

If we talk about economic research of municipal property, then one should analyze, for example, the dissertation of 

Paidyshev E.V. “Theoretical Foundations of the Economy of Municipalities in the Context of the Reform of Local 

Government” (2006), which investigated the genesis of municipalities and the problem of developing the institutional and 

economic structure of local government in the context of economic reform, considered the socio-economic development of 

municipalities from theoretical aspect. As a result of the study, the author determined that a municipality is the primary 

territorial link of the national economy and community of the population, organized for joint production and consumption, 

mainly independently leading local and municipal economy in accordance with market requirements. The real active 

owners of municipalities are social institutions represented by the representative authorities. The nominal and passive 

subject of municipal property is the population of the territory, in whose interests some of the property objects form the 

economic basis of the municipal sector of the economy. The effectiveness of the use of municipal property depends on how 

effectively the material and material resources at the disposal of municipalities and which constitute the financial and 

economic basis of municipalities. The author defines the conditions for creating a model for the economic development of 

a municipal formation: competitive relations in the field of attracting investments, redistribution of public funds, labor, 

broad  

Kopychenko G.S. in the dissertation “Management of the Competitiveness of Municipalities” (2014) identified the factors 

of competitiveness of territorial units, proposed a classification of groups of factors of competitiveness of a municipal 

entity, and also identified a key mechanism for managing the competitiveness of municipalities; a methodological toolkit 

for the implementation of long-term forecasting methods was developed; substantiated the idea of strategic planning of the 

socio-economic development of municipalities as a key mechanism for managing their competitiveness, developed 

assessment criteria and presented a typology of strategic documents of municipalities by the nature of the impact on the 

factors of competitiveness of these territories. 

Grischuk V.A. in his article “Tools and Methods for Developing Strategic Programs for the Development of a Municipal 

Formation” (Bulletin of the Faculty of Management of the Chelyabinsk State University. 2017. No. 2) notes that the 

decisive factor in the implementation of the program of strategic development of the municipal formation in life is its 

compliance with the market mechanism. The use of economic and mathematical methods in the development of strategic 

plans, the balanced scorecard allows comparing the capabilities of municipalities, comprehensively assessing labor, 

material, innovative and other resources, thereby ensuring the financial component of strategic plans. 

O.N. Galimullina in the dissertation “Development of Accounting and Analysis of Property of a Municipal Formation” 

(2012) is undergoing an economic study, in which she deduces the concepts of “municipal property” and develops a 
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mechanism for a comprehensive assessment of the property of a municipal formation, as a set of consistently performed 

actions, methods and procedures that allow to assess the property of the municipality and analyze the financial and 

property status of the municipality. 

The sphere of public relations with the participation of municipalities was considered in the works of such scientists as 

S.A. Avakyan, G.V. Barabashev, N.S. Bondar, I.V. Vydrin, B.N. Gabrichidze, L.A. Grigoryan, A.N. Kokotov, O.E. 

Kutafin, I.V. Postovoy, Yu.A. Tikhomirov, V.A. Fadeev, K.F. Sheremet, E. S. Shugrina. Regarding legal research, it 

should be noted the work of such authors as D.A. Pisarev. (“The Economic Basis of Local Self-government in cities of 

federal significance: constitutional and legal aspect”, 2010), A.Yu. Klimanova. (“Constitutional and Legal Regulation of 

the Formation of the Economic Basis of Local Self-government”, 2013); Talalaev N. V. (“The Economic Basis of Local 

Self-government in the Russian Federation”, 2009); Matvienko S.V. (“The Economic Basis of Local Self-government as a 

Complex Legal Institution of Municipal Law in the Russian Federation”, 2015), etc. The theory of legal entities was 

studied by the following scientists Skvoron N.L. (“Construction of a Legal Entity in Municipal Law”, 2013); T.V. 

Melnikova (“Legal Entity as a Subject of Law”, 2009); Zakharov V.A. (“Legal Regulation of the Creation of Legal 

Entities”, 2001); Yastrebov O.A. (“Legal Entity of Public Law: Comparative Legal Research”, 2010); V. V. Melnikov 

(“Legal Entities with Special Statutory Tasks as Participants in Civil Relations”, 2010); A.K. Golovanov (“The Categorical 

and Substrative Essence of a Legal Entity”, 2010), etc. 

 

Public control over the activities of local self-government bodies is discussed in the monograph by D.S. Mikheeva “Public 

Control over the Activities of Local Governments: Problems of Formation and Development Trends" and some scientific 

articles, for example, “Territorial Public Self-government as a Form of Municipal Democracy and a New Subject of Public 

Control" (Mikheeva, T.N., Mikheev D.S., 2019), the constitutional foundations of public control at the municipal level are 

analyzed in the works by T.N. Mikheeva (for example, “Public Control as New Instrument for Municipal Democracy” 

(Mikheeva T.N., Mikheev D.S., 2020). The work of O.A. Dementieva “Legislative Provision of Transparency in the 

Activities of Public Authorities” is devoted to issues of public control over the activities of local self-government bodies. 

Some issues of public control were described in the article by A.A. Larichev “Appeal to Local Self-government Bodies as 

a Tool for Citizen Participation and a Means of Public Control at the Local Level,” and V.V. Goncharov’s comparative 

legal study “Legal Regulation of the Institution of Public Control: International and Foreign Experience” and other authors. 

A significant role in the scientific development of the institution of public control belongs to V.V. Grib, who devoted his 

fundamental works to public control: “Article Scientific and Practical Commentary on the Federal Law of July 21, 2014 

No. 212-FZ  “On the Basics of Public Control in the Russian Federation” (Moscow, 2017), the textbook “Public Control” 

(Moscow, 2017). Over the past few years, he has raised many problems concerning public institutions in the articles 

published in the leading editions of the “Yurist” publishing group. 

At present, more and more legal experts are paying attention to the legal regulation of digital rights and digital relations. 

Research into the activity of electronic municipalities is carried out by N.S. Vavilov in his work “The Role of Civil Society 

in Ensuring the Transparency of Local Self-government” and some of his other scientific works (Kondratenko Z.K., 

Vavilov N.S., 2018; Z. Kondratenko, M. Verholetov, N. Smirnov, N. Vavilov, I. Boyarintseva, 2019 and etc.). 

E.S. Ustinovich analyzes the possibilities of the activities of municipalities in the context of digitalization in the work 

“Interaction of Authorities and Civil Society Structures in the Internet space (Political and Legal Analysis)”. The work of 

A.V. Grigoriev “Realization of the Constitutional Right of Citizens to Manage State Affairs in the Context of 

Digitalization” as well as the work of E.S. Anichkina “Modernization of the Constitutional and Legal Status of an 

Individual in the Formation of a Digital Space.” “Law in Digital Reality” covers general legal issues investigated by 

T. Ya. Khabrieva and N.N. Chernogor. The work by E.A. Gorbashko and N.R. Kamynina is devoted to the issues of 

property management in the context of digitalization “Digitalization in the State Management of Real Estate of 

Organizations.” The work by E.V. Talapina is devoted to the existence of law in the digital age “Law and Digitalization: 

New Challenges and Prospects” and other works. 

However, it should be concluded that a comprehensive study of the legal regulation of “Smart City” technologies in the 

context of digitalization has not been carried out. We consider it relevant and important to conduct this study from the 

standpoint of theory and practice. 

Analysis of Modern Legal Regulation 

“Smart City” must be understood as an information infrastructure, which is necessary in modern society to improve the 

quality of life, effective interaction between public authorities and citizens and save money and time. “Smart City” is a 

combination of information and telecommunication technologies, platform solutions and intelligent systems for managing 

urban infrastructure. The implementation of advanced digital and engineering solutions in urban and communal 

infrastructure is used as the main tool for implementing these principles. 
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It should be noted that cities that have created conditions for the growth of human capital are recognized as “Smart”. With 

the help of the implementation of “Smart City” technologies, it is possible to solve social problems using 

infocommunication solutions in the activities of municipalities and their institutions. Thus, the goal of  the “Smart City” is 

not only digital transformation and automation of processes, but also a comprehensive increase in the efficiency of urban 

infrastructure. 

The “Smart City” concept is a systematic approach to the use of information and telecommunications technologies and 

real-time data analysis to improve the economic development and competitiveness of the city, improve the living standards 

of the population and the quality of city services and urban infrastructure. 

The international community has identified and formulated the main criteria for  “Smart City”: focus on people, mainly, 

residents, business entities, etc.; availability and openness to all subjects; manageability based on personal data protection, 

integrated services and infrastructure; interested in the education and development of citizens. 

Developers of software solutions for the implementation of “Smart City” technologies characterize it as equipped, 

consolidated, intelligent. Each of these positions has its own reflection. Equipped, that is, capable of receiving various data 

about city life in real time. “Consolidated” means that it is possible to integrate data across digital platforms by providing 

shared access to various city services. Intelligent, that is, having the ability to process the information received by using the 

services of advanced analytics, modeling, visualization in order to make the best decisions. 

At the moment Russian experts view the concept of a “Smart City” from a “technological” approach. Thus, in the 

understanding of Rostelecom, a “Smart City” is an innovative city that implements a set of technical solutions and 

organizational measures aimed at achieving the highest possible quality of resource management and service provision in 

order to create conditions favorable for living, business activity of the present and future generations. 

Technologies are used in order to solve a number of important problems: rational use of all urban infrastructure facilities; 

complex improvement of the environment; prompt collection and transmission of data to city officials; establishment of 

close ties between the city administration and local residents. 

The question of possible options for introducing the “Smart City” model in Russian regions is still open. The choice of the 

optimal scenario largely depends on the goals that the city itself or the main subjects of its development sets for itself, as 

well as on the starting conditions for the development of digital technologies. 

The literature offers several options for digitalization of cities. 

Firstly, it is a decentralized model of digital transition, which is possible for million-plus cities and metropolitan cities – 

Moscow and St. Petersburg. It involves the implementation of digital transformation with the participation of a large 

number of business players in the context of a significant market capacity for “Smart City” technologies. 

Secondly, a centralized model, acceptable for large and medium-sized cities that have a sufficient potential market for the 

introduction of technologies, but have limited development resources. Here, the main processes of digital transformation 

are carried out centrally with the leading role of local governments, mobilizing the maximum number of available 

resources and involving a significant  

Third, a model of local action, which is possible for medium and small cities. It assumes that in conditions of extreme 

scarcity of resources, certain, most problematic infrastructure sectors or spheres of the urban economy are subject to digital 

transformation. The transformation itself takes place in cooperation of the city with large business or technology players, 

often in an experimental mode. 

Speaking about the legal regulation of the “Smart City” project, it should be noted that all the regulatory documentation for 

the implementation of this project has been developed and adopted at the level of the RF Ministry of Construction: 

– Order of the Ministry of Construction of Russia of 04.24.2019 N 235 / pr (as amended on 04.14.2020) “On the Approval 

of Methodological Recommendations for the Digitalization of Urban Economy”; 

– Order of the Ministry of Construction of Russia of February 4, 2019 No. 80 / pr “On the Organization of the 

Implementation of the Departmental Project of the Ministry of Construction and Housing and Utilities of the Russian 

Federation on the Digitalization of the Urban Economy “Smart City” and on the Procedure for Organizing in the Ministry 

of Construction and Housing and Utilities of the Russian Federation for the Selection of Municipalities in Order to 

Implement Pilot Projects within the Framework of the Departmental Project of the Ministry of Construction and Housing 

and Utilities of the Russian Federation on Digitalization of the Urban Economy “Smart City”; 
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– Order of the Ministry of Construction of Russia of January 17, 2019 No. 18 / pr  “On the Creation of a Working Group of 

the Ministry of Construction and Housing and Utilities of the Russian Federation to Launch and Implement the 

Departmental Project of Digitalization of the Urban Economy “Smart City “; 

– Order of the Ministry of Construction of Russia dated October 31, 2018 No. 695 / pr “On Approval of the Passport of the 

Departmental Project Digitalization of the Urban Economy “Smart City”; 

– Order of the Ministry of Construction of Russia on the Approval of the Application Form and Assessment Methodology 

in the Nomination “Modernization of the Urban Economy through the Introduction of Digital Technologies and Platform 

Solutions (“Smart City”)” of the contest “Best Municipal Practice” dated July 9, 2020 No. 368 / pr; 

– Order of the Ministry of Construction of Russia on the Approval of the Methodology of the Urban Economy 

Digitalization Index IQ of Cities. 

In addition, this department has developed such documents as Basic and Additional Requirements for Smart Cities (“Smart 

City” standard); Draft Agreement on the implementation of a pilot project within the “Smart City” project; Application for 

inclusion in the pilots of the “Smart City” project; Methodological recommendations for the preparation of the regional 

project “Smart Cities”, etc. 

It should be noted that at present, legal obstacles and gaps have become a serious obstacle to the development and 

implementation of “Smart City” technologies both at the federal and municipal levels. In order to introduce and use these 

technologies in Russian cities, it is necessary to improve legal regulation in various branches of law: civil, administrative, 

municipal, information law. 

At the initial stage the orders of the Ministry of Construction of the Russian Federation have only an organizational 

function and are aimed at clarifying the main criteria for “Smart cities", identifying pilot projects and introducing 

individual technological solutions into them. Currently, normative acts are being developed aimed at stimulating the 

implementation of appropriate technological solutions. So, in particular, a draft Decree of the Government of the Russian 

Federation was developed “On the Approval of the Rules for the Provision of Other Interbudgetary Transfers from the 

Federal Budget to the Budgets of the Constituent Entities of the Russian Federation to Encourage the Winners of the 

Competition for the Best Projects to Transform Priority Sectors of the Economy and the Social Sphere through the 

Introduction of Domestic Products, Services and Platform Solutions Created on the Basis of Digital Technologies ”. 

Conclusion 

It seems that there is a need for a comprehensive special regulation of the implementation of “Smart City” technologies 

throughout the Russian Federation, and this can only be achieved through the adoption of a federal normative legal act, 

which, taking into account the specifics of the regions, could be specified in regional legislation. Certain issues related to 

specific municipalities may be reflected in municipal legal acts. 

At the level of individual branches of law it is proposed to consolidate the features of legal regulation of social relations 

arising from the introduction of “Smart City” technologies. So, in particular, in civil law it stipulates regulation of the 

specifics of contractual relations; relations related to intellectual property, the use of personal data of subjects, etc. In other 

areas of law, it is necessary to pay attention to the legislation in the field of communications and information technologies, 

the areas of land and property relations, energy, transport, etc. 

It should be noted that the municipal level of economic ties is extremely significant, it forms the basic foundations of the 

life of people (the population of municipalities), including the production of high-quality and economically affordable food 

products, household services, housing and communal services, etc. All this depends on the extent to which the economic 

basis of local self-government is established. Therefore, when forming the legal regulation of the introduction of “Smart 

City” technologies, it is necessary to provide for financing the implementation of individual “Smart City” projects, as well 

as providing municipalities with tax incentives, subsidies and grants. 

Public-private and municipal-private partnerships, crowdfunding and other legal instruments available in the legislation 

will effectively regulate the existing social relations in the studied area. 

An important role is given universities as complexes with a wide range of educational programs and significant scientific 

potential. Regional research centers in the form of universities are actively involved in the development of individual 

software products and technologies within the framework of “Smart City” technologies. At the same time, the activities of 

universities in the framework of the “Smart City” project are not legally fixed. This is the main difficulty of including these 

subjects in the process of digitalization of cities. 
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Thus, it is necessary to draw the following conclusions based on the results of the study. Despite the fact that the 

transformation of cities into a “Smart city” is one of the key areas of development in the Russian Federation, the legal 

regulation of these public relations is in the process of formation. It seems that there is a need for complex special 

regulation of the implementation of “Smart City” technologies throughout the Russian Federation. At the level of 

individual branches of law it is possible to propose, to consolidate the features of legal regulation of social relations arising 

from the introduction of “Smart City” technologies. 

 

References 

• Kondratenko Z.K, Verholetov M.A., Smirnov N.N., Vavilov N.S., Boyarintseva I.A. (2019) Legal Instruments for 

Participation of Municipal Entities in Economic Activities. 33rd IBIMA Conference: 10-11 April 2019, Granada, 

Spain (https://ibima.org/accepted-paper/legal-instruments-for-participation-of-municipal-entities-in-economic-

activities/). ISBN: 978-0-9998551-2-6.  Р.2356-2359/ 

• Kondratenko Z.K., Vavilov N.S. (2019) Modernization of Legal Regulation of Municipal Entities Participation in 

Economic Activity. 33rd IBIMA Conference: 10-11 April 2019, Granada, Spain (https://ibima.org/accepted-

paper/modernization-of-legal-regulation-of-municipal-entities-participation-in-economic-activity/). ISBN: 978-0-

9998551-2-6. Р.2360- 2365. 

• Mikheeva T., Mikheev D. (2019) Territorial public self-government as a form of municipal democracy and a new 

subject of public control. International Business Information Management Conference (33nd IBIMA): 10-11 

April 2019, Seville, Spain (https://ibima.org/accepted-paper/territorial-public-self-government-as-a-form-of-

municipal-democracy-and-a-new-subject-of-public-control/).  

• Mikheeva Т.,  Mikheev D.(2020). Public Control as new Instrument for Municipal Democracy. 6th International 

Conference on Advances in Education Virtual Conference (ADVED 2020). 5-6 October 2020 Istanbul, Turkey 

(https://www.ocerints.org/adved20_e-publication/papers/88.pdf). 

 
 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

288



 

________________ 

Cite this Article as: Iraida KIRILCHUK and Valentina RYKUNOVA “ Approaches to Improving Calculation of Payment for Negative 

Environmental Impact in Russia” Proceedings of the 37th International Business Information Management Association (IBIMA), 

 30-31 May 2021, Cordoba, Spain, ISBN: 978-0-9998551-6-4, ISSN: 2767-9640 

 

Approaches to Improving Calculation of Payment for  

Negative Environmental Impact in Russia 
 

 

Iraida KIRILCHUK 

 Southwest State University, Kursk, Russia, iraida585@mail.ru 

 

Valentina RYKUNOVA  

Southwest State University, Kursk, Russia, valentina0209@mail.ru 

 

Abstract 

 
Economic methods of regulating environmental management framework should ensure the compliance with various 

interests: enterprises that use natural resources - in making a profit, employees of these enterprises - in safe working 

conditions, the state - in obtaining environmental taxes and fees, the population living in the zone of operation of 

enterprises - as environment. Having examined the methodological aspects of calculation and fee collection for negative 

environmental impact (NEI) in the Russian Federation, having analyzed the administration of fees for NEI in Russia and 

analysis of payment effectiveness for NEI as an economic mechanism for regulating the activities of natural resource users, 

the authors suggest some ways to improve the economic mechanism to stimulate rational nature management, in particular, 

enhancing the incentive function of payment for NEI. The authors have developed an improved method for calculating the 

payment for NEI, characterized by taking into account the effect of unidirectional action (summation effect) of pollutants 

on the human body. The proposed method is expediently used to calculate the pollution charge of business entities that 

release pollutants into the environment and have a joint negative effect on critical organs and systems of the human body. 

 

Keywords: Rational Nature Management, Economic Management Mechanism, Stimulation, Payment For Negative 

Environmental Impact (NEI), Unidirectional Action. 
 

Introduction 
 

Payments for negative environmental impact (NEI) in economic terms are a special type of taxation (Environmental taxes: 

recent developments in tools for integration, 2000). Payment for NEI implements the principle of payment for nature use, 

as well as the principle of economic responsibility for violation of environmental laws and it is one of the economic 

methods of rational nature management.  

 

Initially entering the Treasury, and then distributed according to the budgets in the following ratio: 5% to the Federal 

budget, 40% - to the regional, 55% - to the local budget, the payment for NEI composes a negligible quantity on the scale 

of the entire budget revenue structure of the Russian Federation (Federal Service for Supervision of Natural Resources 

Management). However, for municipal budgets, these payments would have a more significant role. However, the income 

generated by the payment for NEI is not targeted and can be used to solve any social problems, which is not permissible at 

the present level of depletion of the natural resource potential, since preserving the environment requires significant 

funding, and the main role in solving environmental problems and financing environmental events should belong to the 

state. That is, environmental taxes and payments should theoretically be the main source of financing the costs of 

environmental protection. In Russia, government spending on environmental protection is not more than 0.7% of GDP 

(Federal State Statistics Service). 

 

For comparison, in most EU countries, government spending on environmental protection is up to 1.4% of GDP. That is, 

the environmental expenditures of the state budget in the EU are 2 times higher than in Russia. At the same time, revenues 

from environmental taxes and payments to the consolidated budget of Russia are slightly more than 4% of GDP, which is 

higher than in the EU, where these revenues are on average 2.5% of GDP (N.V. Shekhova et al., 2016). 

 

Currently, in the legislation of our country, environmental charges, taxes and payments do not have a clear distinction. In 

practice, these categories are synonymous, although in theory they have clear differences. Taxes and charges are 

individually free of charge, their main goal is to replenish the budget; payments are individually reimbursable, their goal is 

to limit any activity (in the case of environmental payments, we mean activities on irrational nature management). The 

abolition in 2002 of the system of extra-budgetary environmental funds led to the fact that all environmental revenues to 
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the budget became fiscal instruments, that is, all funds from these revenues are dissolved in the budget and can be used for 

any purpose (K. Kosonen et al., 2009). 

 

In addition, to fulfill the regulatory function, the essence of which is to stimulate nature users to reduce the negative 

technological impact on the environment through the impact on their property interests, environmental payments are not 

allowed by small rates (O.A. Filchenkova, 2016).  

 

Consequently, it is much more profitable for nature users to pay for pollution now and continue to pollute than to invest in 

environmental protection measures. The share of environmental payments in the value of gross industrial output is on 

average only 0.05%. Thus, at present, environmental payments do not fulfill their function of stimulating rational 

environmental management and ensuring sustainable development (I.O. Kirilchuk et al., 2016). 

 

Currently, there have been significant changes in legislation in Russia. The mechanism for introducing the best available 

technologies has been established by law. According to the Industrial Emissions Directive, emission limit values and the 

equivalent parameters and technical measures in permits shall be based on the best available techniques, without 

prescribing the use of any technique or specific technology. The directive includes a definition of best available techniques: 

"best available techniques" means the most effective and advanced stage in the development of activities and their methods 

of operation which indicates the practical suitability of particular techniques for providing the basis for emission limit 

values and other permit conditions designed to prevent and, where that is not practicable, to reduce emissions and the 

impact on the environment. 

 

It is planned to introduce the best available technologies at the largest Russian enterprises that have the greatest negative 

impact on the environment by 2024. Thus in order to stimulate the environmentally sound behavior of other business 

entities more efficiently, it is necessary to develop scientifically sound approaches to increasing payments for negative 

environmental impacts with the subsequent targeted use of collected funds. 

 

Results and Discussion 
 

Let us consider the improvement of the method of payment calculation for NEI using the example of payments for air 

pollution. The charge for atmospheric air pollution by stationary sources of emission consists of: payment for permissible 

emissions into the atmosphere, payment for emissions within the limit and payment (sanction) for emissions exceeding the 

limits. 

 

The sequence of payment calculation for atmospheric air pollution by stationary emission sources is considered in detail in 

(V. Rykunova, 2017). 

 

However, with such a calculation mechanism, the effect of the unidirectional action of pollutants on the human body is not 

taken into account. To improve the method of payment calculation, it is proposed to increase the payment standard for 

substances emitted by the enterprise in question and having a joint effect on critical organs and systems of the human body, 

by taking into account the increasing coefficient S, calculated as the sum of the multiples of the excess of the average 

annual concentration over the reference (safe for health) level of exposure. 

 

The coefficient S is calculated as follows: 

� = С����� +
С	���	 +⋯+ С����� 

 

where C1, C2, Cn - calculated surface concentration of pollutants of the production in question, characterized by the effect 

of unidirectional action; 

RFC1, RFC2, RFCn - reference concentrations of these substances. 

 

When using this mark-up factor, the payment will be calculated as follows: 
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where P is the amount of payments for air emissions; 

Mi is the actual mass of the emission of the i-th pollutant; 

MPEi - maximum permissible emission of the i-th pollutant; 

TAEi - temporarily agreed emission of the i-th pollutant; 

Ni is the rate of payment for the emission of a unit of the i-th pollutant. 

 

If a substance has a unidirectional effect simultaneously on various organs and systems of the human body, then it is 

necessary to use the maximum calculated value of the coefficient S calculating the payment for this substance emission. 

 

In order to verify the proposed approach to changing the payment calculation for NEI experimentally, two enterprises 

belonging to the objects of the first category located in the city of Kursk were selected - JSC " Special Kursk Cleaning 

Motor Depot" and LLC "Kursk Battery Plant".  

 

The respiratory organs, central nervous system (CNS), blood, development, cardiovascular system (CVS), the immune 

system, kidneys, liver, endocrine system, teeth and eyes are potentially vulnerable to the effects of emissions from JSC " 

Special Kursk Cleaning Motor Depot"  . 

The results of calculating the coefficient S are presented in Table 1. 

 

Table 1: The results of calculating the coefficient S for organs and systems 

 

Substance  S 

respira

tory 

organs 

S  

CNS 

S  

blood 

S 

develo

pment 

S  

CVS 

S 

immune 

system 

S 

kidneys

S 

 liver 

S 

endocrine 

system 

S  

teeth 

S 

eyes 

Formaldehyde 0.174 - - - - 0.09 - - - - 0.085 

Ethylbenzene - - - 0.0003 - - 0.017 0.017 0.0003 - - 

Carbon (Soot) 0.174         0.002  

Benz / a / 

pyrene 

   0.0003  0.09      

Ammonia 0.174 - - - - - - -   - 

Methane            

Xylene 0.174 0.017     0.017 0.017    

Hydrogen 

sulfide 

0.174 - -  -  - - - - - 

Nitrogen 

dioxide 

0.174 - 0.023  - - - - - - - 

Toluene - 0.017 -  - - 0.017 0.017 - - - 

Sulfur dioxide 0.174 - - - 0.006 0.09   - - - 

Carbon oxide  0.017 0.023 0.0003 0.006 - - - - - - 

 

The results of the payment calculation for NEI by stationary sources of JSC «Special Kursk Cleaning Motor Depot» are 

presented in Table 2. 
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Table 2: Payment for air emissions by stationary sources of JSC 

 «Special Kursk Cleaning Motor Depot» for 2019 

 

The main part of the NEI payment by the enterprise is the payment for atmospheric emissions of methane, since a larger 

amount of mass emission, given the specific nature of the landfill as a source of negative environmental impacts, falls on 

this substance. The amount of methane payment alone will be 81093 rubles. However, methane refers to substances that do 

not have the effect of summation, in connection with the experimental verification of the modified method of payment 

calculation for atmospheric pollution by stationary sources; it was found that the total emission payment for all substances, 

including methane calculated by the proposed method, will be 90933 rubles, i.e. it will increase insignificantly, therefore, 

the application of the method for this enterprise is not indicative, in connection with which let us consider the next 

enterprise.  

 

The results of payment calculation for atmospheric emissions by stationary sources of LLC "Kursk Battery Plant" are 

presented in Table 3. 

 

 

Substance 

Maximum 

permissible 

emission 

  t / year 

Mass emission,  

t / year 

Rate of 

payment,  

rub / t 

Emission  

payment 
1+S 

Emission  

payment  

taking into 

account the  

mark-up factor 

Nitrogen dioxide 16.912325 16.912325 138.80 2347.43 1.174 2755.88 

Nitrogen (II) oxide 2.492301 2.492301 93.50 233.03 1.174 273.58 

Ammonia 7.563253 7.563253 138.80 1049.78 1.174 1232.44 

Iron triotoxide 0.001329 0,001329 36.60 0.05 1 0.05 

Benz / a / pyrene 0.000000006 0.000000006 5472968.70 0.03 1.09 0.04 

Suspended matter 23.25107 23.25107 36.60 850.99 1 850.99 

Manganese and its 

compounds 

0.000235 0.000235 5473.50 1.29 1 1.29 

 

Inorganic dust 0.000265 0.000265 56.10 0.01 1 0.01 

Carbon (Soot) 2.471807 2.471807 36.60 90.47 1.174 106.21 

Pentylenes 0 0 3.20 0.00 1 0.00 

Sulfur dioxide 2.690842 2.690842 45.40 122.16 1.174 143.42 

Gasoline (petroleum, 

low sulfur) 

0.052498 0.052498 3.20 0.17 1 0.17 

Kerosene 3.806769 3.806769 6.70 25.51 1 25.51 

Benzene 0 0 56.10 0.00 1 0.00 

Ethanoic acid 0.00000213 0.00000213 93.50 0.00 1 0.00 

Dimethylbenzene 

(xylene) 

6.359561 6.359561 29.90 190.15 1.174 396.46 

Methane 750.863064 750.863064 108 81093.21 1 81093.21 

Dihydrosulfide 

(Hydrogen Sulphide) 

0.3689432 0.3689432 686.20 253.17 1.174 527.86 

A mixture of natural 

mercaptans 

0.00000001 0.00000001 54729.70 0.00 1 0.00 

Methylbenzene 

(Toluene) 

10.259351 10.259351 9.90 101.57 1,017 204.35 

Alkanes C12-C19 0.0041776 0.0041776 10.80 0.05 1 0.05 

Carbon oxide 17.424326491 17.424326491 1.60 27.88 1.023 28.52 

Hydroxybenzene 

(Phenol) 

0 0 1823.60 0.00 1 0.00 

Formaldehyde 1.362237 1.362237 1823.60 2484.18 1.174 2916.42 

Fluoride Gaseous 

Compounds 

0.000136 0.000136 1094.70 0.15 1 0.15 

Ethylbenzene 1.348049 1.348049 275.00 370.71 1.017 377.02 

Total    89242  90934 
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Table 3: Payment for atmospheric emissions by stationary sources of LLC "Kursk Battery Plant" 

 

Substance 

Maximum 

permissible 

emission, 

  t / year 

Mass 

emission,  

t / year 

Rate of 

payment, 

rub / t 

Emission  

payment 
1+S 

Emission  payment  

taking into account 

the  mark-up factor 

Cadmium sulfate 0.0003 0.0003 14144.3 4.24329 2.075 8.804827 

Cadmium oxide 0.0376104 0.0376104 14144.3 531.9728 2.075 1103.844 

Copper sulfate 0.0004 0.0004 5248 2.0992 1 2.0992 

Manganese and its 

compound. 

0.006569 0.006569 5248 34.47411 1 34.47411 

Sodium carbonate 0.0287 0.0287 133.1 3.81997 1 3.81997 

Nickel metal 0.520793 0.520793 5248 2733.122 2.075 5671.228 

Nickel soluble salts 0.101 0.101 26237.4 2649.977 2.075 5498.702 

Nickel sulfate 0.0001 0.0001 26237.4 2.62374 1 2.62374 

Lead and its inorg. 

connections 

1.29809309 1.29809309 17492.5 22706.89 1.88 42688.95 

Hexavalent Chrome 0.03889 0.03889 3497 135.9983 2.075 282.1965 

Barium chloride 0.0274 0.0274 1061,9 29.09606 1 29.09606 

Nitrogen dioxide 14.745194 14.745194 133.1 1962.585 2.075 4072.364 

Nitric acid 0.0062 0.0062 35.1 0.21762 1 0.21762 

Ammonia 0.002584 0.002584 133,1 0.34393 1 0.34393 

Nitric oxide 2.26845 2.26845 89.6 203.2531 2.075 421.7502 

Boric acid 0.076929 0.076929 263.7 20.28618 1 20.28618 

Hydrogen chloride 0.468758 0.468758 28.7 13.45335 1 13.45335 

Sulphuric acid 0.280362 0.280362 43.5 12.19575 2.075 25.30618 

Sulfur dioxide 2.444269 2.444269 43.5 106.3257 2.075 220.6258 

Carbon oxide 10.250777 10.250777 1.5 15.37617 1.88 28.9072 

Gaseous fluorides 0.001699 0.001699 1049.6 1.78327 1 1.78327 

Inorganic fluorides 

bad solution. 

0.001396 0.001396 174.1 0.243044 1 0.243044 

Propylene 0.198127 0.198127 1.5 0.297191 1 0.297191 

Xylene 1.144065 1.144065 28.7 32.83467 2.075 68.13194 

Styrene 0.000285 0.000285 2624 0.74784 1 0.74784 

Toluene 1.004212 1.004212 1413.1 1419.052 2.075 2944.533 

Benz (a) pyrene 0.000080 0.000080 5247490.6 419.7992 1 419.7992 

Butyl alcohol 0.183302 0.183302 53.8 9.861648 1 9.861648 

Methyl alcohol 0.000496 0.000496 12.8 0.006349 1 0.006349 

Ethanol 0.095819 0.095819 1 0.095819 1 0.095819 

Phenol 0.000292 0.000292 1748.5 0.510562 1 0.510562 

Butyl acetate 0.986067 0.986067 53.8 53.0504 2.075 110.0796 

Formaldehyde 0.002645 0.002645 1748,5 4.624783 1 4.624783 

Acetone 1.000582 1.000582 15,9 15.90925 2.075 33.01169 

Urea 0.220000 0.220000 9.5 2.09 1 2.09 

Acetic acid 0.894630 0.894630 70522.9 63091.9 1 63091.9 

Petrol 1.016302 1.016302 3.1 3.150536 2.075 6.537362 

Kerosene 0.506236 0.506236 6.4 3.23991 1 3.23991 

Mineral oil 0.012962 0.012962 43.5 0.563847 1 0.563847 

White Spirit 0.054000 0.054000 6.4 0.3456 1 0.3456 

Suspended matter 0.557766 0.557766 35.1 19.57759 2.075 40.6235 

Inorganic dust (20-

70% SiO2) 

4.058154 4.058154 53.8 218.3287 2.075 453.0321 

Inorganic dust 4.244566 4.244566 35.1 148.9843 2.075 309.1424 
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<20% SiO2 

(graphite) 

Total    96615  127630 

During the experimental verification of the modified method of payment calculation for atmospheric pollution by 

stationary sources of LLC "Kursk Battery Plant", it was found that the total emission payment calculated by the proposed 

method will increase 1.32 times compared with the amount calculated according to the traditional method, which, in turn, 

will increase the amount of money allocated to restore the environment.  

 

Conclusion 
 

As the calculations show, the principle of payment, which implements the economic mechanism for environmental 

management, does not fully fulfill the function assigned to it to stimulate the polluting enterprise to reduce the negative 

environmental impact. As noted above, currently the Russian environmental legislation is being modernized in terms of the 

collection of non-polluting substances, taking into account international experience in state regulation of environmental 

pollution. However, to date, the results of these innovations have rather negative results. So, as a result of the transition to a 

new payment mechanism with the abolition of a number of increasing coefficients, as well as through the application of 

various benefits provided to enterprises and organizations, in 2017 and subsequent years, the size of the payment may 

decrease compared to the level of 2014-2015. 1.5-2 times or more. The proposed approach to increasing the payment 

standards is able to level the indicated reduction in payment for NEI only for enterprises whose emissions have the effect 

of the unidirectional effect of pollutants on the human body. And in order to achieve the economic payback on 

environmental protection measures, the range of increase in current base rates should be from 18 to 58 times. In this 

regard, we should continue further studies aimed at developing the scientific foundations for enhancing the stimulating 

function of the economic mechanism of environmental management. 
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Abstract 

  
Purpose: The aim of this paper is to examine the relationship between corporate rebranding strategies and companies’ 

financial performance. Methodology: The sample comprised of 121 joint-stock companies listed on Warsaw Stock 

Exchange Main Market and New Connect in Poland. The multiple regression was conducted first for corporate rebranding 

strategies and performance only, and then including the interaction effects of companies’ industry, number of employees 

and capital structure. Relative growth of profitability indices was calculated with chain base method.  

Findings: The study partly confirmed that corporate rebranding is positively associated with better financial performance 

of companies. It also partly confirmed positive moderation of this relationship by both companies’ industry and capital 

structure. Yet positive moderation of this relationship was not confirmed by the companies’ size. It has been also proved 

that such rebranding motives as mergers and strategic factors were also positively associated with companies’ financial 

performance. Research & Practical Limitations/Implications: The study included only four types of corporate 

rebranding strategies and profitability indices. Corporate brand name extension is positively associated with the largest 

number of higher profitability indices of all strategies: ROA, ROI, ROE and net profit. Total name change and co-

branding are both positively associated with higher ROI. The former is also positively related to net profit, and the latter 

to sales revenue. Originality/value: The research is one of a few publications which analyze corporate rebranding 

strategies and financial performance of companies, especially those listed on stock-exchanges. The author did not identify 

such a research in the Central and Eastern Europe. 

 

Keywords: Financial Performance, Corporate Rebranding, Joint-Stock Company, Relative Growth 

 

Introduction 
 

Rebranding, once said to be reserved for exceptional or crisis situations (Olins, 1995), has recently become more frequent. 

Suffice it to mention Dunkin’ Donuts becoming Dunkin’  (King, 2018) or Huffington Post shortening into HuffPost 

(Calderone, 2017). It is evident not only in the business practice but also in the subject-matter literature (i.a. Agha et al., 

2016; Zhao et al., 2018) as the number of papers is rising.  

 

Companies make use of different rebranding strategies be it revolutionary or evolutionary. Researchers focus on 

miscellaneous topics concerning rebranding such as success factors in rebranding strategies (Coles, 2003; Kaikati; 2003; 

Merilees et al., 2008; Herstein et al., 2008; Sharma; 2008; Luck, 2012; Hsu; 2013; Miller et al., 2014), linkages between 

rebranding motives and strategies (Ettenson and Knowles, 2006; Basu, 2006; Mangani and Gussoni, 2012; 

Wojciechowska, 2021) and also the impact of rebranding strategies on financial and nonfinancial enterprise performance 

(Saunders and Guoqun, 1996; Branca and Borges, 2011; Machado, 2012; Collange and Bonache, 2015). 

As indicated by Kotler (2005) a corporate brand is becoming a more important tool in strategic management. Corporate 

rebranding, especially the one which entails a brand name change, may make a significant impact on a company’s 

performance (Josev, 2004). 

 

The American intellectual capital equity company Ocean Tomo carries out "Intangible Asset Market Value Study" every 

year. It concerns the analysis of tangible and intangible assets that make up the market value of global companies included 

in the Standard and Poors 500 index (Ocean Tomo, 2018). As reported by the 2018 study, the proportion of tangible and 

intangible assets in the market value of S&P companies has been changing since the mid-1970s in favor of intangible 

assets, the share of which in the market value of the surveyed enterprises is now 84%, and only 16% are tangible assets. 

As a result of Covid-19 the share of intangibles has soared to over 90%, as reported by the interim 2020 IAMV (Ocean 

Tomo, 2020). 
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According to the study by Elsten and Hill (2017), in the case of 39 companies included in both the "Intangible Asset 

Market Value Study" and "Interbrand Best 100 Global Brands 2016" lists, the brand accounts for over a quarter of the 

value of the company's intangible assets. What is more, the Global Intangible Finance Tracker 2019 by Brand Finance 

reveals that the total share of intangibles, including brands, in enterprise value amounts to 48%. However, only 6% and 

8% pertain to disclosed intangible assets and disclosed goodwill respectively. The remaining 34% is undisclosed value.  

 

Bearing in mind the aforementioned, it is needful to ask the question: what is the relationship between a change in 

intangible assets, specifically a corporate brand, and a company’s financial performance? This paper attempts to provide 

an answer to this query. In addition, this research is a continuation of the previous study (Wojciechowska, 2021) which 

was analyzing the linkage between corporate rebranding motives and corporate rebranding strategies.  

 

This study makes a distinctive contribution to the field of brand management as it is the first to examine the association 

between corporate rebranding and internal financial performance of joint-stock companies in Central-Eastern Europe, 

and one of the few in the international subject-matter literature.  

  

Literature Review 

 

Corporate rebranding strategies and enterprise performance 
 

There are sundry types of corporate rebranding strategies. The first typology was developed by Kapferer in 1992 who 

distinguished the following ones: 1) interim, 2) fade in/fade out, 3) prefix and 4) substitution (Kapferer, 1992). It has been 

modified by i.a. Daly Moloney (2004) and Kaikati and Kaikati (2003). The latter have further subdivided substitution 

strategy into 1) translucent warning strategy and 2) sudden eradication strategy, and also distinguished a retrobranding 

strategy. Many scholars (Stuart and Muzellec, 2004; Wason and Charlton, 2015) have also delved into this problem. The 

author (Wojciechowska, 2021) presented her own typology of rebranding strategies and classified them according to three 

key criteria: 1) the scope of the brand name change, 2) brand’s geographic scope, 3) number of stages.  This study refers 

to strategies classified in accordance with the first criterion. And these are the following strategies: complete brand name 

change and partial brand name change further subdivided into co-branding, brand name extension and brand name 

shortening. These four strategies were the ones identified in the sample under scrutiny.  

 
There are many papers on the relationship between rebranding, including changing a corporate name, and stock returns. 

The studies were carried out in various countries throughout the last three decades, such as: the United States (Bosch and 

Hirschey, 1989; Defanti, 2009; Nguyen and Liu, 2010; Tsai et al., 2015 ; Agha et al., 2016; Zhao et al., 2018), Australia 

(Josev et al., 2004), Germany (Goettner and Limbach, 2011), Kenya (Mathuva et al., 2016), India (Mann and Kohli , 

2012; Singh et al., 2016); Hong Kong (Kot and Rach, 2009), South Korea (Byun et al., 2012); Great Britain (Mase, 2009) 

and Portugal (Branca and Borges, 2011).  

 

In contrast, there are only a few papers on the relationship between the corporate rebranding and internal financial results.  

These studies were conducted in India (Dugar, 2012; Singh et al., 2012), the United States (Agha et al., 2016; Tsai et al., 

2015), Zimbabwe ( Mutsikiwa, 2011) and Australia (Josev et al., 2004). However, these studies employed different 

methods and samples. The studies on the link between corporate rebranding and internal financial results are more rare 

as they are less exposed to public opinion – in contrast to e.g. stock prices.  

 
The results of all studies are ambiguous. Research on entities operating in the sports and recreation market as well as in 

the pharmaceutical and fast-moving goods industry shows that both the global brand change strategy to a local brand 

(Agha et al., 2016) and the local brand change strategy to another brand local (Mann and Kohli, 2012) are positively 

related to the financial performance of enterprises. In addition, partial renaming strategies (modifying or co-branding) 

have been found to be positively related to financial performance, although the effect is weak and transient (Bosch and 

Hirschey, 1989), and a complete rebranding strategy may lead to lower bottom line results ( Josev et al., 2004; Mase, 

2009). 

 
Some studies indicate that it is the total brand rename strategy that is positively related to financial performance, as 

opposed to the modification and/or a co-branding strategy (Nguyen and Liu, 2010; Goettner and Limbach, 2011; Defanti, 

2009) provided, however, that it is used for a significant reason, e.g. due to a change in the structure or form of ownership 

of enterprises (Kot and Rach, 2009; Bosch and Hirschey, 1989; Nguyen and Liu, 2010) or when the brand name refers to 

the name of the conglomerate (Byun et al., 2012) or its name included the word dotcom (Cooper et al., 2001) or even 

blockchain (Zhao, 2018). According to Mase (2009), the enlargement strategy as one of the variants of the rebranding 

strategy, i.e. the modification strategy, is positively related to the results of enterprises as opposed to the shortening 

strategy. 
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Several studies (Horsky and Swyngedouow, 1987; Ferris, 1988) show that the type of strategy is not associated with the 

company's financial performance. 

 

An overview of the research on the relationship between the change of the corporate brand name and accounting 

financial results is presented in the table below.  

 
Table 1. Research on the relationship between corporate brand name change and financial performance 

 

Author, year Method and sample Country Industry Financial indicatior Linkage 

Dugar, 2012 Case study India Unspecified Profit  (unspecified) Unknown 

Mutsikiwa, 

2011 

Multiple case study 

(3) 

Zimbabwe Hotels Net profit  Positive 

Josev. i in., 

2004 

Quantitative research 

(107 enterprises)  

Australia Cross branch 1. D/E  

2. ROE  

3.ROA  

Negative 

Singh i in., 

2012 

Quantitative research 

(12 

enterprises) 

India Cross branch 1. ROCE   

2. PAT   

3. ROE  

Positive 

Agha i in., 

2016 

Quantitative research  

(475 enterprises) 

USA Sports 

(baseball) 

1. Sales revenue  

2. TMF FCI1 

Negative 

Mathuva i 

in., 2016 

Quantitative research  

(212 enterprises) 

Kenia Finance 1. ROA  

2. OPM  

Positive 

Tsai i in., 

2015 

Qualitative resarch 

(260 enterprises) 

 

USA Hotels 1. operating profit 

2. ADR (Average Day 

Rate) 

Negative 

Source: Own elaboration 

 
Many studies used indicators such as: return on equity (ROE) and net profit, while few used the following measures: 

return on assets (ROA), gross operating profit, market share, customer retention rate,  debt to equity ratio (D/E) , return 

on capital employed (ROCE), operating profit margin (OPM) and indices specific to given industries, i.e. average daily 

rate (ADR, hotel industry) and sales of licensed promotional products and fan cost index by Team Marketing Report 

(TMR FCI, sports industry). Many researchers have used quantitative methods and few have used qualitative methods 

(case studies). The results of the presented research are not unequivocal. And so, according to, among others Josev et al., 

2004; Agha et al., 2016, the change of the corporate brand name is negatively related to the accounting financial results. 

In turn, from the research of e.g. Singh et al. (2012), Mutsikiwa (2011), Mathuva et al., (2016); Dugar, (2012); Tsav et 

al. (2015) found that the change of the corporate brand name is positively related to the accounting results. Various results 

of the presented research may result, inter alia, from the fact that these studies were carried out in different countries and 

at different times. For example, one of the studies was carried out in India, which is characterized by a high GDP growth 

rate (in the year of the study - 6%, and in 2010 - 11.5%). Moreover, as emphasized by Mathuva et al. (2016), the positive 

relationship between the strategy and financial results is often noticeable only 4 years after the change. The type of 

industry may also be important for the results of the study - two studies were conducted in the hospitality industry and in 

both cases (although the sample size differed significantly) the relationship between the change of the corporate brand 

name and the financial results was positive, while for the cross-industry – negative.   

 
This confirms the need for further, in-depth research on this topic, especially since no research has been carried out to 

date on the relationship between only corporate brand name change strategies and the accounting financial results of 

Polish enterprises. 

 

In many studies company size (Josev et al., 2004) and industry (Cooper et al., 2001) were used as moderators. However, 

the author did not identify capital structure as a moderating variable in the subject-matter literature. Hence, the inclusion 

of capital structure into conceptual model and analysis is also a contribution to field of brand management, especially 

rebranding.   

 

Among 26 studies on the relationship between rebranding, including corporate brand name change, and financial results, 

19 studies on the market value of enterprises were identified. Out of such a large group of studies, only a few of them 

concerned the change of the corporate brand name - 7 for market value and 4 for accounting financial results, respectively. 

As emphasized earlier, no studies on the impact of the corporate brand name change strategy on the market value and / 

or accounting financial results in Poland have been identified. 
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The research on the relationship between the change of the corporate brand name and the accounting financial results of 

enterprises was carried out in 5 countries, two of which were conducted in the United States and India, in 2004-2016, 

taking into account indicators such as D/E, ROE, ROA, ROCE, PAT, OPM, ADR, sales revenues, net profit, gross 

operating profit. On the basis of such a small number of studies in this area, it is impossible to formulate reliable 

conclusions, especially as the results of this group of studies are ambiguous. Therefore, a research gap was identified in 

the literature on the subject.  

 

Research Method 

 

Research hypotheses and conceptual model 

 
The above led to formulating the following two research questions: 

 

1) Is corporate rebranding positively associated with enterprise's financial performance? 

2) Is the strength of association between corporate rebranding and enterprise’s financial performance moderated by 

enterprise’s size, industry and capital structure? 

 

The research questions led, in turn, to formulation of the hypotheses below.  

 

H.1. Corporate brand name change is positively associated with enterprises’ financial performance. 

H.2. The strength of association between corporate brand name change and enterprises’ financial performance is 

moderated by enterprises’ size, industry and capital structure. 

 
The relationships between the variables are shown in conceptual model in figure 1 below. As the author stated in the 

introduction, this study is a continuation of the previous research which analyzed the association between corporate 

rebranding motives and strategies (Wojciechowska, 2021). Therefore, the motives are also included in the final model, 

yet they are shown in white color. Additionally, the author also analyzed the linkage between the motives and financial 

performance of the enterprises, which is explained in the section of statistical analysis.  

 

 
Fig. 1: Conceptual model: the linkage between corporate rebranding and WSE companies’ financial 

performance moderated by their size, branch and capital structure. 
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As stated in the introduction the research is a continuation of the study which was analyzing the linkage between the 

motives and the strategies. The author decided to verify whether the motives made an impact on financial performance; 

therefore, they were also included in the statistical analysis. 

 

Data and Sample 

 
The quantitative study was carried out on the sample of joint-stock companies listed on 1) the Main Market of the Warsaw 

Stock Exchange and 2) New Connect, the alternative stock exchange of WSE. Due to the fact that New Connect was 

established in 2007, the years included for companies listed there covered period between 2007-2015, while for those 

listed on the Main Market covered period between 2000-2015. The need to obtain credible financial information made 

the author choose the enterprises from the stock exchange. The preparation and publication of financial statements is one 

of the many obligations of stock exchange issuers (WSE, 2021). 

 

The author identified 121 joint-stock companies which rebranded their corporate brand 138 times. The enterprises 

represented the following industries (number of companies is shown in brackets): industrial processing (34),  finance and 

insurance  (29), wholesale and retail trade (20), information and communication (19), construction (8), real estate market 

(4), transport and warehouse management (2), professional, scientific and technical activities and research (2), 

administration services (2), generation and supply of electricity, gas, steam, hot water and air for air conditioning systems 

(1). 

 

Information about the type of corporate rebranding strategy was collected both from primary (telephone interviews with 

Marketing Departments) as well as from the secondary sources (content analysis).  

 

The data analysis form included the following: 

 

1) company registration data such as: year of establishment, contact details, National Court Register Number (KRS), 

Taxpayer Identification Number (NIP), type of stock market , type of industry (PKD-2007), foreign ownership in capital 

structure, number of employees, 

2) year of change of the corporate brand name, 

3) corporate brand names before and after the change, 

4) type of corporate rebranding strategy, 

5) financial indicators of an enterprise. 

 

The following financial data and/or indicators are dependent variables: operating profit, operating profit after tax 

(NOPAT), net profit, sales revenues, and profitability ratios: ROE, ROA, ROI.  

 

The indices were calculated in the following way: 

 

1) ROE= net profit / equity (Duliniec, 2011),  

2) ROA = net profit/ total assets (Duliniec, 2011), 

3) ROI = NOPAT/investment (Duliniec, 2011), 

4) NOPAT = operating profit x (1 – tax rate) (Bragg, 2014). 

 

The values of operating profit, net profit and sales revenue were the ones included in the financial statements of the joint-

stock companies under scrutiny.   

 
The study analyzed the dynamics in financial indicators in a five-year time series for each rebranding case –  this method 

was already used in the previous studies on the relationship between rebranding and financial results (e.g. Singh et al., 

2012) yet on a smaller sample. The five-year time period was described by the following set: (t-2, t-1, t, t + 1, t + 2), 

where "t" means the year of rebranding – see figure 2.  

 

Relative growth of financial indices was calculated according to the relative chain base index formula for a time series 

analysis: 

 

  ∆ ���� =
 �	
���	�

�	�

  � 100%  (Bobowski, 2004). 

 
The above formula describes growth of  "w" indicator over a five-year period, i.e. from t-2 (two years before the brand 

name change) to t + 2 (two years after the brand name change). If the relative growth was for a three-year period 
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∆ ���� �such as profit 1 growth or ROA 2 growth), then the numerator would take into account the difference in value in 

the shorter time series (t-1, t, t-1) and the quotient would be calculated analogously, i.e. 
 �	
���	�

�	�
. 

 

 
Fig. 2 : The model of time-series included in the study for two chosen corporate rebranding cases 

 

The independent variables in the study are the following ones: 
 

1) type of rebranding strategy (adopting a new corporate brand name, shortening corporate brand name, lengthening 

corporate brand name, co-branding); 

2) motives for changing the corporate brand name (merger, acquisition, strategic factor, environmental factor). 

 

The moderating variables included in the study are: 

 

(a) sector further subdivided into: (1) financial and insurance, (2) information and communication, (3) wholesale and 

retail, (4) industrial processing and (5) other industries, 

(b) number of employees, 

(c) share of foreign capital in the company's total capital. 

The independent variables and the moderating variable related to the industry were coded as dichotomized variables 

(numbers 1 and 0 describing the occurrence or absence of an effect). 

The number of employees as a moderating variable was written in the form of integers, and the share of foreign capital 

as a moderating variable was coded numerically (as percentage). 

Dependent variables, i.e. relative growth in financial ratios, was coded numerically (as percentage). 
 

Research Analysis 
 

The symbols of various financial indicators used in statistical analyses are explained in table 2 below. 
 

Table 2:  Explanation of symbols of financial indicators used in statistical analysis as dependent variables 

 

Financial data/indicator Symbol in statistical analysis 

NOPAT growth T-1 to T+1  Profit 1 growth 

Operating profit growth T-1 to T+1 Profit 2 growth 

Net profit growth T-1 to T+1 Profit 3 growth 

Net profit growth T-2 to T+2 Profit 4 growth 

Sales revenue growth T-2 to T+1 Sales revenue 1 growth 

Sales revenue growth T-1 to T+1 Sales revenue 2 growth 

Sales revenue growth T-1 to T+2 Sales revenue 3 growth 

Sales revenue growth T-2 to T+2 Sales revenue 4 growth 

ROA growth T-2 to T+1 ROA 1 growth 

ROA growth T-1 to T+1 ROA 2 growth 
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ROI growth T-1 to T+2 ROI growth 

ROE growth T-1 to T+2 ROE growth 

T-2: two years before rebranding, T-1: one year before rebranding, T: year of rebranding, T+1 – one year after 

rebranding, T+2 – two years after rebranding 

Source: own elaboration. 

In order to verify H.1. hypothesis linear regression analyses were performed for each of the dependent variables – the 

results are presented in Table 3 below. 

 

Table 3:  Summary of models 1-12 of multiple linear regression without the analysis of interaction effects 

Numerical values which describe independent variables represent non standardized coefficients 

 

Dependent variable  Independent variables R- 

square 

Merger Strategic 

factors 

Micro- 

and 

macro- 

economic 

factors 

Co-

branding 

Extension Complete  

Model 1:  

Profit 1 growth  

0.187** 0.294** 0.089 0.010 0.021 -0.125 0.103 

Model 2: 

Profit 2 growth 

0.186** 0.294** 0.089 0.010 0.021 -0.125 0.103 

Model 3: 

Sales revenue 1 growth 

0.204** -0.011 0.011 -0.017 -0.025 0.087 0.047 

Model 4: 

Sales revenue 4 growth 

0.182* -0.022 0.031 0.011 -0.019 0.106 0.043 

Model 5: 

Sales revenue 2 growth 

0.159* 0,057 0.037 0.335** 0.000 0.036 0.136 

Model 6: 

Sales revenue 3 growth 

0.188** 0.066 0.041 0.403** -0.008 0.030 0.188 

Model 7: ROA 1 growth 0.106 0.205** 0.073 0.018 0.035 0.053 0.032 

Model 8: ROA 2 growth -0.062 0.184* 0.040 0.075 0.379** 0.070 0.141 

Model 9: ROI growth -0.191** 0.094 0.089 0.170* 0.194* 0.270** 0.087 

Model 10: Profit 3 

growth 

-0.055 0.184* 0.011 0.060 0.340** 0.091 0.122 

Model 11: Profit 4 

growth 

-0.055 -0.126 0.078 0.043 0.070 0.231** 0.055 

Model 12: ROE growth -0.021 0.192** 0.061 0.072 0.400** 0.065 0.151 

* p <0.05, ** p <0.01 

Source: own elaboration. 

 

The conducted analyses have positively verified the main hypothesis H.1. Statistical significance has been identified for 

the relationships between: 1)  "co-branding" and sales revenue 2 growth, 2) "co-branding" and sales revenue 3 growth, 3) 

"co-branding" and ROI growth, 4) "extension of corporate brand name" and ROA 2 growth, 5) "extension of corporate 

brand name" and ROI growth, 6) "extension of corporate brand name" and profit 3 growth, 7) "extension of corporate 

brand name" and ROE growth, 8) "complete change of corporate brand name" and profit 4 growth, 9) "complete change 

of the corporate brand name" and ROI growth. 

 

To verify the main hypothesis H2 and supporting hypotheses H2.1 and H2.3 a regression analysis was performed using 

the general linear model of one dependent variable, including interactions between the studied variables. Models taking 

into account the effects of interactions with foreign capital and the number of employees are marked with the letter "a". 

Only models of interaction effects with at least one statistically significant interaction are presented. 
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Table 4: Summary of models 1a, 2a, 6a, 7a, 8a, 10a, 11a of multiple linear regression including moderating 

variables interaction effects of foreign capital and number of employees 

Numerical values which describe independent variables represent non standardized coefficients 

 

Parameter Model 1a: 

Profit 1 

growth 

Model 2a: 

Profit 2 

growth 

Model 7a: 

ROA 1 

growth 

Model 8a: 

ROA 2 

growth 

Model 

10a: Profit 

3 growth 

Model 

11a: 

Profit 4 

growth 

Model 6a: 

Profit 3 

growth 

R-square 0.201 0.202 0.198 0.407 0.296 0.146 0.261 

Intercept -5.712** -5.719** -0.840 -5.272 1.041 8.783 7.054** 

Merger 4.691 4.671 1.550 -13.076 -5.896 -10.371 38.857** 

Strategic factors  6.749** 6.772** 1.692 13.169 3.059 -9.230* -4.630 

Micro- and macroeconomic 

factors 1.679 1.586 4.937 3.483 -4.457 -8.419 -3.822 

Shortening  3.288 3.384 1.056 -2.717 -1.348 1.570 -2.031 

Co-branding 65.811 66.288 0.215 430.924 211.288 -1.376 -4.040 

Extension -2.537 -2.565 -5.795 173.803** 65.697** -5.381 -21.206** 

Number of 

Employees_T.1/T.2 0.004 0.004 -.120** .015 -.001 -0.004 -0.004 

Foreign_capital_T.1/T.2 -

68.213** 

-

68.214** 260.173** 66.360 -1.940 -18.308 -14.358 

Merger * Number of 

employeesT.1/T.2 -0.006 -0.006 0.100** -0.032 -0.021 0.005 -.055** 

Strategic factors * Number of 

Employees _T.1/T.2 -0.009 -0.009 0.106** -0.056 -0.047* 0.005 0.012 

Micro- and macroeconomic 

factors * Number of 

EmployeesT.1/T.2 0.028 0.028 0.094 0.008 0.025 0.005 0.004 

Shortening * Number of 

Employees _T.1/T.2 -0.001 -0.001 0.013 0.034 0.041 -0.004 -0.009 

Co-branding * Number of 

Employees _T.1 -0.117 -0.118 0.018 -0.748 -0,355 - - 

Extension * Number of 

Employees _T.1/T.2 0.015 0.015 0.052 -0.236** -0.076** 0.001 0.020 

Merger * 

Foreign_capital_T.1/T.2 73.937** 73.982** -250.026** -26.925 14.847 48.923 -78.525** 

Strategic factors * 

Foreign_capital _T.1/T.2 69.094** 69.135 -256.772** -104.650 -3.735 21.836 8.509 

Micro- and macroeconomic * 

Foreign_capital _T.1/T.2 70.516** 70.703** -267.082** -80.293 2.503 65.375* 7.862 

Shortening * Foreign_capital 

_T.1/T.2 -3.836 -4.044 -0.139 22.350 0.716 -51.291** 10.385 

Extension * Foreign_capital 

_T.1/T.2 6.584 6.554 18.479 -94.842 -27.516 13.198 31.296 

Co-branding * Foreign_capital 

T.2 - - - - - -33.067 110.841** 

* p <0.05, ** p <0.01 

Source: own elaboration. 
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In model 1a 1% growth in foreign capital is related to profit 1 growth higher by 5.724% (for "mergers") and 2.303% (for 

"factors in the environment"), respectively. The effect of the "strategic factors" is the more positive, the more there is 

foreign capital in the structure of companies’ liabilities. The growth of 1% in foreign capital is related to profit 1 growth 

which is 0.081% for "strategic factors".  

 
Growth in foreign capital by 1%  in model  2a is associated with an increase in profit 1 higher by 5.768% (for "mergers") 

and 2.489% (for “micro- and macroeconomic factors”). 

 In 7a model 1% increase in foreign capital is related to decline of ROA 1 lower by 10.147% (for "mergers"), 3.401% 

(for "strategic factors") and 6.909% (for “micro- and macroeconomic factors”), respectively. 

 

The base effect of the "corporate brand name extension" on ROA 2 growth in model 8a is positive, but due to interaction 

with the "number of employees" it turns negative – after exceeding the number of 734 employees.  

 

Similarly, in model 10a the base effect of "corporate brand name extension" on profit growth 3 is positive, but as a result 

of interaction with the "number of employees", it turns negative – after exceeding the number of 865 employees. The 

impact of strategic factors on profit growth 3 trough an interaction with "number of employees" turns negative, after 

exceeding the number of  95 employees. 

 

“Shortening corporate brand name” in model 11a does not have a significant impact on the profit growth 4 at the level of 

main effects, but only through interaction with the share of "foreign capital". In this case, foreign capital growth by 1% 

is associated with profit 4 decline by 0.512%. “Micro- and macroeconomic factors” do not make a significant impact on 

the profit growth 4 at the level of the main effects, but only through the interaction with the share of "foreign capital". In 

the case of this motive, an increase in foreign capital by 1% is associated with an increase in profit 4 higher by 0.653%. 

 
The base effect of  "merger" on sales revenues 3 growth in model 6a is positive, yet as a result of the interaction with 

"foreign capital" it turns negative. An increase in foreign capital by 1% is related to a decline in sales revenue 3 by 

0.388%. Moreover, if the number 706 employees is exceeded, the effect of  "merger" on sales revenues 3 growth turns 

negative. On the other hand, "co-branding" has no significant impact on sales revenues 3 growth at the level of main 

effects, but only through interaction with foreign capital. The 1% increase in foreign capital is related to sales revenue 3 

growth by 1.108%. 

 
In the next step, the auxiliary hypothesis H2.2 was tested. Models that take into account the effects of interactions with 

the industry are marked with the letter "b" - the results are presented in Table 5 and discussed below. 

 
Table 5. Summary of models 1b, 6b, 7b, 8b, 10b, 11b of multiple linear regression including moderating 

variables interaction effects of foreign capital and number of employees 

Numerical values which describe independent variables represent non standardized coefficients 

 

Parameter Model 1b: 

Profit 1 

growth 

Model 6b: 

Sales revenue 

3 growth 

Model 7b: 

ROA 1 

growth 

Model 8b: 

ROA 2 

growth 

Model 10b: 

Profit 3 

growth 

Model 11b: 

Profit 4 

growth 

 R-square 0.318 0.326 0.125 0.398 0.212 0.216 

Intercept -3.923 -43.439 3.987 -19.152** -0.034 26.381** 
Merger 2.851 300.556** 7.565 15.979 -1.067 -18.715** 
Strategic factors  21.506** 49.790 41.709** 46.359** 20.477** -23.981** 
Micro-and macroeconomic 

factors 6.432 63.232 16.674 25.686 3.141 -15.994** 
Shortening  -6.929 1.655 -25.001 -12,768 -8.851 -6.111 
Co-branding 1.711 417.436** 5.343 13.264 -1.712 -16.838* 
Extension 50.662** 26.560 -18.599 147.093** 21.688** -23.621** 
Information and communication 2.671 65.666 -.900 18.709 -1.919 -26.595** 
Wholesale and retail trade  11.529 58.632 -12.735 24.726* 7.062 -22.266** 
Industrial processing 0.889 55.674 -0.101 15.762 -7.705 -25.575** 
Other sectors 3.745 54.301 -5.816 18.307 -0.310 -27.819** 
Foreign_capital_T.1/T/2 -3.683 -97.729 -12.406 -5.546 .096 0.115 
Merger * Information and 

communication -2.166 -323.176* 1.252 -16.454 -7.991 20.043 
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Strategic factors * Information 

and communication -21.614 -69.221 -42.940 -46.836* -19.883 27.440** 
Micro- and macroeconomic 

factors * Information and 

communication -2.357 -12.915 -11.768 -20.648* -0.858 18.709 
Shortening * Information and 

communication 7.363 -4.264 26.472 12.695 9.286 5.361 
Co-branding * Information and 

communication 1.706 -414.054* -17.707 -12.909 15.573 16.571 
Extension * Information and 

communication -49.487* -25.411 6.763 -145.976** - 23.405 
Merger * Wholesale and retail 

trade -9.232 -315.594** -1.296 -20.608 -9.093 16.033 
Strategic factors * Wholesale 

and retail trade -28.123** -55.163 -30.937 -51.762** -29.745** 25.599** 
Shortening * Wholesale and 

retail trade 3.094 8.234 29.263 10.276 7.590 3.052 
Extension * Wholesale and retail 

trade -49.970** -26.069 18.845 -147.522** - 21.059 
Merger * Industrial processing -3.459 -281.127** -9.464 -16.879 -.880 20.260* 
Strategic factors * Industrial 

processing -26.108** -59.755 -44.428** -47.776** -21.668* 24.288** 
Micro-and macroeconomic 

factors * Industrial processing -10.913 -73.821 -43.345 -29.037 -5.763 14.283 
Shortening * Industrial 

processing 13.747 -3.297 26.684 18.800 18.516* 4.639 
Co-branding * Industrial 

processing 2.580 -390.636* 5.937 -7.040 9.628 15.072 
Extension * Industrial processing -46.210** -34.608 18.121 -142.710** - 25.317** 
Merger * Other sectors -.303 -293.315** -4.661 -14.208 4.872 16.018 
Strategic factors * Other sectors -31.372** -38.667 -36.112 -49.093** -26.631** 25.242** 
Shortening * Other sectors 15.672 16.634 26.957 16.842 13.768 8.833 
Co-branding * Other sectors .737 -417.142* -2.161 -11.878 4.099 19.045 
Extension * Other sectors 7.307 16.934 24.138 -54.338 - 29.545 

* p <0.05, ** p <0.01 

Source: own elaboration. 

 
The 1b regression model shows that the effect of the "strategic factors" is negative when the company is operating in 

"wholesale and retail trade", "industrial processing" and in the "other industries" category and is associated with a decrease 

in profit 1 by 6.617%, 4.602% and 9.866%, respectively. The effect of  "extension” strategy is also negative for companies 

operating in the following industries: "wholesale-retail", "industrial processing" and "information and communication", 

however, after adjusting for the effects of interactions, profit growth 1 turns positive. 

 

If enterprises in model 6b are operating  in the following industries: "information and communication", "industrial 

processing" and belonging to the category "other",  it is associated with a decline in sales revenue 3 by respectively: 

3.382% (information and communication), 26.8% ( industrial processing) but also increase in sales revenues 3 by 0.294% 

(other industries)  – the growth value is reduced by the interaction effect for the "co-branding" strategy. 

 

The "industrial processing" sector is associated with a decline in ROA 1 by 2.638%, (for "strategic factors") in 7b model. 

 
In model 8b – if enterprises are operating in the following sectors: "information and communication", "industrial 

processing" and belonging to the category "other", it is associated with an increase in ROA 2 by 1.117% (for information 

and communication)  –  decreased by the interaction effect, and a rise by 4.383% (for other industries) – reduced by the 

interaction effect for "extending the corporate brand name" but also a decline in ROA 2 by 0.429 % (for manufacturing). 
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The following sectors: "wholesale and retail trade", "industrial processing" and “other industries" it is associated with a 

decline in profit 3 by 9.268% (for wholesale and retail trade), 1.191% (for industrial processing ) and 1.154% (for other 

industries) in model 10b, respectively 

 

The last model 11b shows that when companies extended their corporate brand name and are operating in such sectors 

as:  "information and communication", "wholesale and retail trade", "industrial processing" and "other industries", it is 

associated with an increase in profit 4 by 3.459% (for information and communication) - reduced by interaction effect, 

and a decline in profit 4 by: 1.618% for (wholesale and retail trade), 0.307% (for manufacturing) and 1.261% (for other 

industries), respectively. 

  

Table 6 presents a summary verification results of research hypotheses. 

 

 

Table 6: Verification results of research hypotheses 

 

No. Hipothesis Result 

H.1. Corporate brand name change is positively associated with 

enterprises’ financial performance. 

Partly confirmed 

 

H.2. The strength of association between corporate brand name change 

and enterprises’ financial performance is moderated by enterprises’ 

size, industry and capital structure. 

Partly confirmed for enterprises’ 

industry and capital structure 

Not confirmed for enterprises’ size 

 

Source: own elaboration. 

 

Conclusions 

 
The conducted analyses have positively verified the main hypothesis H.1. The research confirmed that these companies 

that decided to rebrand due to mergers or strategic factors achieved better financial results for the following indicators: 

profit 1 and 2 growth (for both motives), sales revenue growth 1, 2, 3, 4 respectively, profit 4 growth and ROI growth 

(mergers only),  ROA 1 and 2 growth, profit 3 growth and ROE growth (strategic factors only). 

 

The analyzes proved that corporate rebranding strategies are positively associated with financial results achieved by the 

joint stock companies. However, this relationship is moderated by several factors. And so, the greater the number of 

employees in an enterprise, the greater the likelihood of a change in the direction of this relationship from positive to 

negative in the case of applying two types of corporate rebranding strategies – shortening and extending (for ROI, profit 

3 and ROA 2, respectively). On the other hand, the greater share of foreign capital in the company's capital structure 

strengthens the positive relationship between the change of the corporate brand name and financial results - in the case 

"co-branding" (for profit increase 3). The greater share of foreign capital in the structure of liabilities of companies 

changes the direction of the relationship between the change of the corporate brand name and the results from positive to 

negative - in the case of using the strategy of shortening the corporate brand name (for profit 4 growth).  

 
In addition, the research proved that these companies that decided to rebrand due to mergers or strategic factors achieved 

better financial results for the following indicators: profit 1 and 2 growth (for both motives), sales revenue growth 1, 2, 

3, 4 respectively, profit 4 growth and ROI growth (for mergers only),  ROA 1 and 2 growth, profit 3 growth and ROE 

growth (for strategic factors only). 

 

It was also found that the industry in which the company operates is important in the context of determining the direction 

and strength of the relationship between the strategy and results of joint stock companies. Although after adjusting for 

the interaction effect, the strength of the impact of the strategy of expanding the corporate brand name and co-branding 

on the indicators of profit growth 1, ROA 2 growth, profit growth 4 and sales revenue growth 3, respectively, remained 

positive, however wholesale and retail, industrial processing and information and communication (for profit 1 increase), 

information and communication and industries from the category "other" (for ROA 2 increase), information and 

communication (for profit 4 increase) is associated with a significant reduction in the strength of this relationship - often 

to a value close to zero. Only for companies operating in the industrial processing industry the strength of the relationship 

is positive and not weakened by the interaction effect, provided that the strategy of expanding and shortening the name 

of the corporate brand is applied - for profit growth 4 and 3, respectively. 
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The relationship between the strategy and the results is negatively moderated by industrial processing and information 

and communication in the case of the co-branding strategy (for an increase in sales revenues), as well as industrial 

processing industry and wholesale and retail trade in the case of extending corporate brand name (for ROA 2 growth). 

 

Limitations and Further Research 

 
The time-series for which relative growth of financial indicators was calculated covered a five-year period, but if the 

longer time period was taken into account, this impact could be different.  

 

The study included only four types of  corporate rebranding strategies: complete change, co-branding, shortening and 

extensions. The study took into account indicators relating to two of out of four areas of financial analysis of enterprises 

- profitability and turnover. On the other hand, the indicators concerning liquidity or indebtedness of enterprises, which 

were used in other studies (including Josev et al., 2004), were not taken into account. 

The study was limited to only enterprises operating on the Polish market. It is worth recommending that a survey ought 

to be carried out on a larger sample of enterprises operating in another country, in Central and Eastern Europe or a different 

one. 

 

Managerial Implications 

 
It is worth emphasizing that those enterprises that decided to change the corporate brand name due to mergers or strategic 

factors achieved better financial results for individual indicators. 

 

In addition, the research shows that listed companies that applied "co-branding" achieved higher sales revenue one year 

and two years after corporate rebranding  in comparison to their value a year before the change, and higher ROI values 

two years after corporate rebranding in comparison to its value a year before the change. Enterprises that decided to 

"extend the corporate brand name" achieved better profitability ratios, i.e. ROA one year after corporate rebranding in 

comparison to the value one year before the change, ROI and ROE two years after rebranding in comparison to their 

value one year before the change, and also the net profit a year after rebranding in comparison to its value a year before 

the change. These companies which replaced their corporate brand with a new name performed better for - ROI two years 

after the change compared to its value one year before the change and net profit two years after the name change compared 

to its value two years prior to rebranding. 

 
When deciding upon a specific corporate rebranding strategy, companies should take the above into account. What is 

more, when choosing a rebranding strategy, the managers should also remember that the size of the enterprise, the share 

of foreign capital due to its origin and the industry in which the enterprise operates may moderate the relationship between 

the strategy used by it and the financial results achieved. 

 

Discussion 

 
The hypotheses have been partly confirmed. As regards H.1., one of the reasons could be the fact that the study was 

conducted on a relatively small sample of enterprises and the results were obtained in Poland. Another reason could be, 

as it has been mentioned earlier, that positive association between rebranding and financial performance is detectable 

after four years after rebranding (Mathuva et al., 2016). With reference to H.2., the reason for negative moderation of the 

association between rebranding and performance may stem from a greater complexity of rebranding in case of larger 

enterprises. As regards foreign capital, partial confirmation was only in the case of shortening brand name, while for co-

branding the association was positively strengthened. This could be explained by the fact that in Poland companies with 

foreign capital structure own and/or hold recognizable brands.  

 

Endnotes 

 
1. The Team Marketing Report Fan Cost Index is comprised of the prices of four adult average-price tickets, parking for 

one car and the least expensive ballpark-available pricing for: two draft beers, four soft drinks, four hot dogs and two 

(adult-size) adjustable caps, in: Team Marketing Report 2016,  

https://teammarketing.com/fci/2016-mlb-fci-details-4-2-increase/ [31.07.2020] 
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Annotation 

The current conditions for carrying out activities in Ukraine require economic entities to form an effective crisis 
management system. The analysis of the functioning of hotel enterprises showed a decrease in tourist and business activity, 
a shortage of financing, a low level of service diversification, and seasonal fluctuations in demand. The purpose of the 
article is to improve the crisis management system based on the strategy of diversification of the hotel enterprise activities 
taking into account the life cycle stage and the level of crisis management system development which will ensure the 
elimination of crisis situations. The formation of the crisis management system consists of the following stages: 

– determination of the life cycle stage based on the calculation of the integral index of the life cycle of the hotel enterprise; 
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– determination of the level of crisis management system development of the hotel enterprise based on the analysis of 
functional components (anti-crisis planning, anti-crisis organization, anti-crisis motivation, anti-crisis control); 

– the choice of diversification strategy of the hotel enterprise taking into account the life cycle stage and the level of crisis 
management system development; 

– development of measures to improve the crisis management system of a particular hotel enterprise. 

Improving the crisis management system will ensure the continuity and efficiency of the hotel business. 

Keywords: crisis management system; strategy; diversification of activities; hotel enterprises; life cycle. 

Introduction 

In recent years, the hotel industry of Ukraine, which is the main infrastructure component in tourism industry, has been 
developing in crisis conditions caused by the military conflict in eastern Ukraine and the recession of the financial and 
economic system, accompanied by a decrease in tourism and business activity, lack of funding, low level of service 
diversification, lack of attractive land for hotel complexes construction, long-term payback of such projects, etc. However, 
this type of economic activity is a promising investment sphere as it develops at a rather rapid pace, increases regional 
employment levels, creates the material base for tourism development. 

Ukraine is far behind the European countries in level of hotel development activity (Table 1). 

Tab. 1: Hotel development indicators in some European countries, 2017 

Country 

Indicators 
Germany France Spain Poland Ukraine 

Number of bed-places and bedrooms in hotels and similar 
accommodation 

963339 660017 924174 162512 133396 

Number of international tourist arrivals (thousands) 37452 86861 81786 18258 14230 
Number of beds in hotels per 1000 foreign tourists 26 8 12 9 10 
Net occupancy rate of bed-places and bedrooms in hotels 
and similar accommodation, % 

62,07 61,2 67,07 48,9 41,2 

Source: Eurostat; Statista 

For comparison were selected countries: France – the world «record holder» for foreign tourists, Spain, Germany are 
leaders in level of inbound tourism development, Poland is Ukraine's closest neighbor. Ukraine ahead of these countries by 
land area, the population of Ukraine is greater than the population of Spain and Poland. The number of bed-places and 
bedrooms in hotels and similar accommodation in Ukraine is less than 7 times than in Germany and Spain and less than 5 
times in France. However, taking into account net occupancy rate of bed-places and bedrooms in hotels and similar 
accommodation and the level of availability of foreign tourists in hotels, it will be found that the level of hotel occupancy 
in the country meets the needs. 

The active integration of Ukraine into the European and world space, as well as the current globalization processes, the 
natural and climatic features of the region, the seasonality that affect the existence and life cycle of the hotel enterprise, 
stimulate them to change existing ones and to introduce new directions of functioning, to increase the flexibility of activity, 
which, as a rule, characterizes the risk and does not always give positive results, and sometimes can lead to complex crises. 
Therefore, in modern conditions of development, the formation and implementation of an effective crisis management 
system becomes urgent, which ensures the solution of the existing urgent problems of the activity of entrepreneurial 
structures, the way out of complex crisis situations, restoration of stable functioning and further progressive development. 

In a highly competitive, dynamic and uncertain environment, the functioning of such management system should be 
accompanied by the introduction of active diversification measures, which will help to strengthen the position of economic 
entities in the market, gain competitive advantages and increase the efficiency of activity (Heorhiadi, 2019; Heorhiadi, 
2020; Pawlowski, 2019; Popova, 2019; Yuzevych, 2016; Kniaz, 2015; Skrynkovskyi, 2008). 

Regarding the need for crisis management in the hotel business, most often these studies are based on determining the 
directions and extent of the impact of the economic crisis on the tourist traffic, the volume of tourist expenditure and  the 
level of basic economic indicators characterizing the results of operating activities of tourist enterprises, mainly hotels. 
Manning (2000) considered risk management as a decisive factor in any sustainable tourism development. Smeral (2009), 
Naidoo et al. (2011), Skrynkovskyi (2011), Kniaz & Kosovska (2015), and Kniaz (2020) investigated the features of 
diagnostics of managerial activity in the conditions of crisis. 

Enterprise’s crises are closely related to the stages of its life cycle. The number of stages of an enterprise life cycle 
suggested by different authors ranges from 3 to 10. Most often, the stages of an enterprise life cycle include formation, 
growth, maturity, growth, decline, crisis (Lester, Parnell, & Carraher, 2003; Miller and Friesen, 1984; Greiner, 1977). Our 
study employs a four-stage model by Quinn & Cameron (1983), which distinguishes the stages of introduction (birth), 
growth, maturity and decline of the enterprise. 
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The effectiveness of overcoming crisis in the hotel enterprise will depend on its ability to flexibly move to the provision of 
new, improved services or the introduction of a new type of activity. Therefore, the diversification of activities must be a 
constituent of crisis management system of the hotel enterprise and take into account the stage of its life cycle. 

Diversification has received little attention in the tourist literature. This is surprising, given the importance of this type of 
economic activity for the industry (Erkus-Öztürk, 2016). Among foreign authors who have studied the issues of 
diversification, we can mention Kitsios (2015), who in his writings argued that diversification is a tool for shaping the 
competitive advantages of the hotel enterprise. Puclea (2008) identified diversification as one of the factors contributing to 
the hotel's competitiveness. In the sphere of services, diversification is associated with the issue of securities or the 
minimization of risk at the client level (Rugman & Verbeke, 2008). 

An analysis of the global experience of the hotel industry has shown that diversification is most effective in achieving a 
synergistic effect, resulting in the pooling of complementary revenue-generating units and management capabilities. This 
process requires careful selection of services, market segment. Churbanova & Strekalova (2012) showed that 
diversification of services with synergistic effect is a way of increasing the competitiveness of the enterprise. Chen & Kuo 
(2012) showed that in the hotel industry, diversified services are able to generate significant revenue and be most effective 
when a synergistic effect is achieved. 

Based on the combination of theoretical studies on the hotel enterprise life cycle of the hotel enterprise, the level of crisis 
management system development and the strategy of diversification of activities, we have formed a matrix for choosing the 
strategy of diversification of the hotel enterprise activities that takes into account the stage of its life cycle and the level of 
crisis management system development. 

Purposes 

The purpose of the article is to form recommendations for improving the system of crisis management of hotel enterprises. 
To achieve this goal, the following tasks were performed: 

• variants of anti-crisis strategies are analyzed; 

• the stage of the enterprise life cycle is taken into account; 

• the matrix of a choice of strategy of diversification of activity of the enterprises of hotel economy is developed. 

Research Methodology 

During the study, a systematic scientific approach was applied to improve the system of crisis management of hotel 
enterprises. Methods of analysis, synthesis, matrix modeling were used to study the influence of factors that will increase 
the effectiveness of crisis management. 

Research Results 

In our study, it is proposed to form a crisis management system of the hotel enterprise in such stages: 

– determination of the life cycle stage based on the calculation of the integral index of the life cycle of the hotel enterprise; 

– determination of the level of crisis management system development of the hotel enterprise based on the analysis of 
functional components (anti-crisis planning, anti-crisis organization, anti-crisis motivation, anti-crisis control); 

– the choice of diversification strategy of the hotel enterprise taking into account the life cycle stage and the level of crisis 
management system development; 

– development of measures to improve the crisis management system of a particular hotel enterprise. 

The first stage determines the life cycle stage of the hotel enterprise, which, with a certain specificity, corrects for the 
relevant features of its development phases and influences the fluctuations of the result of assessing the level of the 
enterprise crisis management system development. It is especially important to consider this fact for the hotel industry, 
since for them the period of the general life cycle is fundamentally different from the enterprises of other activities. This is 
usually reflected in the accelerated flow of each phase of economic development, since in a hotel enterprise quality 
improvement and new services need to be carried out constantly, often using innovative approaches, in order to maintain, 
first and foremost, competitiveness in both domestic and foreign markets, and this can significantly affect the accelerated 
onset of a business downturn if it does not cope with these conditions. 

To determine the enterprise life cycle stage, we use the method of calculating the integral index of the enterprise life cycle, 
proposed by Koryagina S. (2004). The method, based on the calculation of 37 indicators of financial and economic 
activity, is used to determine the four group indices (profitability, business activity, liquidity and financial stability). It 
involves calculation of group indices and the integral index of the enterprise life cycle, the value of which indicates the 
level of the enterprise development. Based on the values of the integral valuation, it is possible to group the enterprises into 
four major life cycle stages: introduction, growth, maturity, decline and separately determine the periods of occurrence 
(«birth») and crisis («death») of the enterprise. 
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The second stage determines the level of crisis management system development of the hotel enterprise based on the 
analysis of functional components – anti-crisis planning, anti-crisis organization, anti-crisis motivation, anti-crisis control. 
The proposed system of indicators for assessing the level of crisis management system development includes a minimal 
but sufficient number of indicators, reflecting the specific activity of the enterprise for each management function 
(Matviichuk & Lipych, 2015). It is advisable to emphasize that the crisis management system is formed under the influence 
of external and internal factors, which must be taken into account when forming the list of indicators of its evaluation. 

During evaluating the enterprise crisis management system, it is recommended to determine the integral indicator of the 
level of crisis management system development in functional cut (anti-crisis planning, anti-crisis organization, anti-crisis 
motivation, anti-crisis control) according to the research Matviichuk & Lipych (2015). 

The obtained value of the integral indicator of the evaluation of crisis management system indicates the different level of 
crisis management system development (critical, crisis, pre-crisis and stable levels of crisis management system 
development). 

According to this methodology, the observation of partial and integral indicators and the general level of crisis 
management system development allows to determine the most problematic aspects of its functioning and development in 
the future. This will make it possible to determine the correspondence between the level of crisis management system 
development and the chosen anti-crisis strategy. 

According to the life cycle stage, the presence and intensity of crisis phenomena are determined, and recommendations for 
the withdrawal of the enterprise from crisis situations and stabilization of the financial state through diversification of 
activities are prepared. Hotel enterprises often understand the necessity of changes when they are faced with the problem 
of survival, and the crisis of the enterprise has reached its apogee. The diversification of activities is aimed at ensuring the 
survival of the enterprise and is the basis for its future development.  

In accordance with the purpose of the research, recommendations for each life cycle stage of the hotel enterprise were 
developed, aimed at identifying the optimal direction of its development strategy, the aim of which is to derive the hotel 
enterprises from the crisis situation. Types of diversification strategies of activities depending on the life cycle stage of the 
hotel enterprise are given in Table 2. 
 

Tab. 2: Types of diversification strategies of activities depending on the life cycle stage of the hotel enterprise 
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It’s possible, but this stage 
is characterized by 

anchoring in the market 
with already available 

services, so the 
implementation of the 

strategy requires serious 
efforts (not always 

justified). 

Recommended. The 
hotel's facilities allow us 
to provide new services 

that are capable of 
covering new areas of 

activity.  

Recommended. The 
implementation of this 
strategy will allow to 

«save» the enterprise if 
the depreciation of 

available capacity is 
negligible. 
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It’s not recommended, the 
enterprise’s efforts are 

focused on fixing on the 
market the existing services 
in the main field of activity. 
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of activity in this case is not 

advisable. 

Recommended. It is 
costly because its 
implementation is 
associated with the 
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It’s possible, but this stage 
is characterized by 

anchoring in the market 
with already available 

services, so the 
implementation of the 

strategy requires serious 
efforts. 

Recommended. The 
hotel's facilities allow us 
to provide new services 

that are capable of 
covering new areas of 

activity.  

It’s impossible, since 
the enterprise does not 
have the resources to 
buy new equipment, 

provide new services. 
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It’s not recommended, the 
enterprise’s efforts are 

focused on fixing on the 
market the existing services 
in the main field of activity. 

Recommended. The 
hotel's facilities allow it 
to provide new services 

that are capable of 
enhancing its 

competitiveness, but it 
requires serious costs as 

its implementation is 
connected with the 

development of a new 
type of activity.  

It’s impossible, since 
the enterprise does not 
have the resources to 
buy new equipment, 

provide new services, 
and develop a new type 

of activity. 

Source: Authors’ own presentation. 

The table shows that for the realization at the growth stage of a hotel enterprise are possible strategies of concentric and 
horizontal diversification. For the maturity stage are recommended all strategies of diversification of activity, the decline – 
only vertical (concentric). 

In our opinion, the diversification strategy of activities will be the most effective for hotel enterprises at the maturity stage, 
when the demand for the available types of services is already formed and strategic changes are needed. 

It is very important to define a competitive strategy at the introduction stage. The diversification strategy is usually not 
initiated as work on the promotion of existing services has only just begun and we have to focus on it. However, there is a 
need to develop ideas, goals and directions of the enterprise after establishing its position in the market. 

These recommendations are able to help the manager to make optimal decisions regarding the development of 
diversification strategy of a hotel enterprise. Using knowledge of the characteristic features of the development of a hotel 
enterprise at the appropriate life cycle stage in the process of strategic choice, the manager will ensure the efficiency and 
stability of the functioning of his enterprise in the future. Practical implementation of certain measures will delay 
postponement of the decline stage or accelerate the exit from the crisis state. 

The level of crisis management system development and the life cycle stage of the hotel enterprises, characterized by 
different levels of quality of service, were estimated on the basis of method of Lipych & Mаtviichuk (2015) (table 3). 

Tab. 3: Evaluation of the integral indicator of the level of crisis management system development and the life cycle 

stage of the hotel enterprises 

Hotel enterprise 

Integral indicator 

of the life cycle 

stage 

The life cycle 

stage 

Integral indicator of 

the level of CMS 

development 

The level of CMS 

development 

2 stars (**) 
PRJSC «Ivano-Frankivskkturist» 0,82 Maturity 0,34 Crisis 

3 stars (***) 
PRJSC «Hotel Ukraine» (Lutsk) 0,59 Growth 0,33 Crisis 

PRJSC «Rivneturist» (Rivne) 0,79 Maturity 0,28 Crisis 
PJSC «Chorne More» (Odessa) 0,12 Decline 0,19 Critical 
PJSC «Ternopil Hotel» (Ternopil) 0,75 Maturity 0,52 Pre-crisis 

4 stars (****) 
PJSC THC «Dnister» (Lviv) 0,39 Growth 0,41 Pre-crisis 
PJSC TF «Lviv-Suputnyk» (Lviv) 0,61 Growth 0,38 Pre-crisis 

5 stars (*****) 
PJSC «Premier Palace Hotel» (Kyiv) 0,09 Decline 0,64 Stable 

Source: Authors’ own calculations. 

 
The integral estimation of the level of crisis management system development of the hotel enterprises shows that they are 
predominantly at the growth and maturity stages and the level of crisis management system development is crisis. 
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Source: Authors’ own presentation. 

The analysis of the level of crisis management system development of the hotel enterprise is the basis for making 
management decisions regarding the need for the development of effective methods, finding the means and ways to 
improve the crisis management system and regarding the choice of a crisis management strategy for the diversification of 
the hotel enterprise activities. 

It is important for a hotel enterprise to identify strategic priority areas of development based on diversification of activities. 
For this purpose it is proposed to use a matrix that will determine the diversification strategy of the hotel enterprise 
activities taking into account the life cycle stage and the level of crisis management system development (figure 1). In the 
matrix the abscissa reflects the level of crisis management system development of the hotel enterprise and ordinates 
represent the life cycle stage. 
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The level of crisis management system development of the hotel enterprise 

 

Fig. 1. Matrix of choice of strategy of diversification of hotel enterprise activities depending on the life cycle stage 

and the level of crisis management system development 

Source: Authors’ own presentation. 

According to the proposed matrix were formed five strategies for the diversification of the hotel enterprises activities: 

– vertical (concentric) – payment for services using progressive methods, virtual tour of the hotel, no specific time of 
check-in and check-out in hotel, call a taxi, etc.; 

–  horizontal – organization of exchange offices, reference points, children's room, etc.; 

–  conglomerate – activity in the field of health, real estate, beauty industry, household services, retail trade, tourist 
business, financial services, cultural leisure, entertainment, transportation; 

–  cross – combination of horizontal and vertical diversification; 
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–  mixed – combination of horizontal, vertical and conglomerate diversification. 

The content of the diversification strategy will change depending on the ability of the hotel enterprise to realize its 
potential, taking into account the life cycle stage and the level of crisis management system development. 

Thus, the crisis management system of the hotel enterprise should be formed on the basis of specific features of its activity 
and operating conditions. The implementation of crisis management through diversification of the enterprise's activities 
contributes to the realization of its development strategy in the future, which is developed depending on the mission and 
goals and aimed at strengthening and/or developing competitive advantages and recovery of the enterprise. The crisis 
management system correlates with the enterprise life cycle stages. Accordingly, there is a need to justify the sequence of 
improvement of the crisis management system through diversification of activities taking into account the life cycle stage 
of the hotel enterprise (Fig. 2). 

Stage 1. Diagnosis the condition of the hotel enterprise 

Stage 2. Determination of the life cycle stage of the hotel enterprise 

Introduction Growth Maturity Decline 

Stage 3. Selection and determination of indicators for evaluation the crisis management system based on the 

analysis of functional components 

Anti-crisis planning Anti-crisis organization Anti-crisis motivation Anti-crisis control 

Stage 4. Determination of the level of crisis management system development of the hotel enterprise 

Stable Pre-crisis Crisis Critical 

Stage 5. Determination of diversification strategy of the hotel enterprise activities taking into account the life cycle 

stage and the level of crisis management system development 

Vertical (concentric) Horizontal Conglomerate Cross Mixed 

Stage 6. Implementation of the crisis management system based on diversification of activities of hotel enterprises 

Anti-crisis planning 

- the choice of the direction of diversification of activity 
taking into account the life cycle of the enterprise, the level of 
crisis management system development and the prospects of 
its development; 
- coordination of the strategy of diversification of activities 
with the goals of the enterprise; 
- acquaintance of employees of the enterprise with the 
purposes of anti-crisis strategy of diversification of activity, 
carrying out preparatory work (formation of information base, 
development of new or improvement of existing crisis 
management system, overcoming of organizational resistance 
at a strategy launch stage) 

Anti-crisis organization 

- providing the process of strategy implementation with 
the necessary resources and formation of the current and 
operational plan to achieve the established anti-crisis 
goals; 
- formation of a package of organizational and technical 
measures, which include the implementation of the 
strategy of diversification of activities: identification of 
persons responsible for the project, their powers; 
development of a work plan for diversification of 
activities; detailing the strategy by goals, stages, 
deadlines, results, budgeting 

Anti-crisis motivation 

- implementation of changes in the enterprise, adequate to the 
strategic target settings; 
- operational management of the implementation of the anti-
crisis strategy of diversification of the enterprise 

Anti-crisis control 

- construction of an effective system of control over the 
implementation of the anti-crisis strategy of 
diversification of the enterprise; 
- evaluation of the results of the implementation of the 
anti-crisis strategy of diversification of activities 

Stage 7. Controling over the implementation of the purpose and objectives of the crisis management system based 

on diversification of activities of the hotel enterprise 

Stage 8. Determining the results of the implementation of the crisis management system through the diversification 

of activities taking into account the life cycle stage of the hotel enterprise 

Fig. 2: The sequence of improvement of the crisis management system through the diversification of activities 

taking into account the life cycle stage of the hotel enterprise 

Source: Authors’ own presentation. 

Thus, crisis management is a system of principles and methods of development, implementation and realization of a set of 
special management decisions by the hotel management, which are aimed at preventing and overcoming the crisis in the 
hotel, maintaining a competitive position in the market. It is important to apply the proposed directions in the aggregate, 
and not separately from each other – only in this case it is possible to achieve the maximum synergistic effect. 

Approbation of the research results was carried out in PJSC «Ternopil-Hotel» and PRJSC «Hotel Ukraine». The 
expediency of diversification activities at hotel enterprises is explained by the fall in demand caused by the crisis in the 
country's economy and overcapacity. 

As a result of approbation the adequacy of the methodical approach to the choice of the most perspective directions of the 
diversified development of the enterprises is confirmed. Diversification of activity allows to expand the presence of 
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enterprises in the markets and to find new consumers who have not previously used the services of a hotel enterprise. At 
the same time, the indicators of financial and economic activity are not only improving, but also the enterprise's capacities 
utilization is increasing. 

The evaluation of the crisis management system of PJSC «Ternopil-hotel» showed that the development state of the hotel 
enterprise is satisfactory with the signs of crisis at the stage of birth. The enterprise timely adapts to changes in the market 
environment, and therefore its activities can be considered as successful. However, the enterprise should apply preventive 
anti-crisis measures. For PJSC «Ternopil-hotel» in accordance with the enterprise’s life cycle stage and the level of crisis 
management system development, we offer the opening of a SPA-center in the hotel in order to increase its 
competitiveness. Additional infrastructure of services will increase the attractiveness of hotel complex for consumers and 
will create preconditions for increasing the length of stay in the hotel. 

The results of diagnostics of the level of crisis management system development of PRJSC «Hotel Ukraine» allow us to 
assert that there is an increasing crisis in the enterprise. To overcome this crisis, it is necessary to develop and implement 
tactical operational anti-crisis measures aimed at improving the performance of financial, marketing, management and 
personnel activities. A vertical diversification strategy is proposed for PRJSC «Hotel Ukraine». One of the disadvantages 
of PRJSC «Hotel Ukraine» is that the provision of telecommunications services in the hotel is at a very low level. 
Therefore, it is proposed to introduce interactive television in the hotel, equip rooms for people with disabilities, conduct 
an advertising campaign for the hotel, organize a conference service.  

A comparative analysis of the competitiveness of PJSC «Ternopil-Hotel» and PRJSC «Hotel Ukraine» before and after the 
improvement of the crisis management system through the diversification of activities taking into account the life cycle 
stage is given in Table 4. 

Tab. 4: A comparative analysis of the competitiveness of PJSC «Ternopil-Hotel» and PRJSC «Hotel 

Ukraine» before and after the improvement of the crisis management system through the diversification of 

activities taking into account the life cycle stage 

 

Key Performance Indicators for Hotels 
PJSC «Ternopil-Hotel» PRJSC «Hotel Ukraine» 

Before After Before After 

Online Rating (max = 10) 7.5 8.3 8.2 8.7 
Occupancy, % 51.2 54.7 52.1 58.6 
ADR – Average Daily Rate, UAH 967.8 1047.18 905.4 1021.7 
REVPAR – Revenue Per Available Room,UAH 495.5 572.8 471.7 598.7 
Advertising ROI, % 10.1 10.9 10.1 12.3 
Source: Authors’ own calculations. 

Thus, the introduction of an improved system of crisis management through the diversification of activities taking into 
account the life cycle stage in the analyzed enterprises will allow to achieve increasing their competitive advantages by 
improving the quality of services provided, overcoming the single-profile orientation of the enterprise activity, increasing 
market share, expand the market for products, increasing the number of visitors and the value of the enterprise and achieve 
a stable increase in profits, providing employment in connection with the expansion of activities, increasing the 
qualification of the staff, increasing innovation activity due to the involvement of more qualified specialists, technological 
modernization, introducing innovative technologies, developing branch know-how, increasing the level of class of the 
hotel from three to four stars. 

Conclusion 

Improvement of crisis management system of hotel enterprises based on the selection and implementation of anti-crisis 
strategy of diversification of activities taking into account the life cycle stage and the level of crisis management system 
development will reduce the probability of crisis situations, reduce the amount of possible damage resulting from the 
development of the crisis situation, increase and activate the strategic potential for counteracting the crisis, strengthen the 
adaptive capacity of the hotel. 

The proposed matrix of choice of strategy of diversification of hotel enterprises activities depending on the life cycle stage 
and the level of crisis management system development makes it possible to form a rational anti-crisis program that will 
help delay the onset of recession or accelerate the exit from the crisis stage. Also it will help to qualitatively manage the 
activities of the enterprise and be ready for unexpected changes in the changing internal and external market environment. 
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Abstract  
 
The main aim of the research was focused on the self-assessment of university teachers’  level of digital literacy (DL) and 

on the emotions accompanying them during crisis e-learning & teaching during the period of the pandemic in 2020. The 

research was carried out via online questionnaire (with responses along a 7-point Likert scale) among university teachers 

(94) at the largest Polish pedagogical university. The research sought to answer the following: what is the level of digital 

competence of teachers and to what extent is it related to the emotions accompanying them during remote education 

(according to the teachers' own assessment)? The results offer the conclusion that the respondents appreciated the 

opportunity to develop their initially low digital skills during the period of crisis remote teaching and they perceive their 

emotions as being mostly positive during the second wave of Covid-2019. This is in stark contrast to the findings obtained 

during the first wave of the pandemic described in the current literature. There is evidence here of a coping strategy which 

allowed the teachers to adapt to the crisis circumstances and to use the time for professional development. In the light of 

the results obtained, it can be concluded that positive emotions related to the development of university teachers’ digital 

skills during the pandemic can serve as an effective tool for regulating negative emotions and can influence the attitudes of 

teachers and students whose education is disrupted by stressful periods such as a pandemic. 

 

Keywords: emergency remote teaching and learning, crisis e-learning, university teachers, digital literacy,  emotions, 

self-evaluation. 

 

Introduction  
 
In order to limit the negative effects of the COVID-19 pandemic, most countries around the world decided to temporarily 

close educational institutions. However, learning did not stop and in many cases went fully online as schools and 

universities provided distance learning. While the introduction of distance learning was key to ensuring continuity of 

education during and after the lockdown, students, teachers, and members of academic society were exposed to certain 

negative consequences. Di Pietro et al (2020) in a report prepared for the European Commission indicate that quarantined 

participants in the educational process spend less time studying compared to open schools and many may feel stressed and 

anxious, which may negatively affect their learning outcomes. Moreover, this type of stress for all stakeholders in the field 

of higher education, especially students and teachers, can be compared with the symptoms of post-traumatic stress disorder 

(PTSD), which includes poor concentration, depression, anxiety, and insomnia (Di Pietro, 2018, as cited in Di Pietro et al, 

2020). The teachers also feel anxious and overwhelmed by the personal fear that someone in their family will catch SARS-

CoV-2, as well as the more vocational concerns related to the need to adapt to teaching using ICT (Brackett & Cipriano, 

2020). 
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The transition from offline learning to online learning may also have had a negative impact on the quality of teaching due 

to the varying levels of the digital skills of teachers and, consequently, the deterioration of the emotional state of those who 

cannot cope with ICT tools. It is of key importance to improve the digital competences of academic teachers of all ages in 

the use of online tools not only in technical but also didactic terms. 

Based on the data collected, Tomczyk (2020) noticed that digital literacy (DL) is a heterogeneous concept, the Dunning-

Kruger effect is noticeable among the teachers in the context of the evaluation of DL related to digital safety, and DL is 

one of the key protective factors in digital safety, viewed holistically, in schools. Tomczyk (2020) also underlined that 

developing DL in the context of its positive implementation within the teaching and learning processes is as important as 

knowing the negative aspects of the common use of new media. Thus, diagnosing and facilitating the development of DL 

has become one of the key challenges faced by schools today. Statistical analysis of the data obtained by Portillo et al 

(2020) showed that the greatest difficulties reported by educators are the deficiencies in their training in digital skills, 

which resulted in them facing a greater workload during the lockdown period and experiencing high stress during the 

period of crisis remote learning and teaching. Additionally, education systems around the world should increase their 

resilience to unexpected situations in order to effectively develop the quality of education regardless of the difficulties 

presented by the situation. 

It is assumed, following Airasian & Gullickson (1997), that teacher self-evaluation encourages teachers to examine their 

personal teaching activities in order to understand and improve their practices. There are two main reasons for studying the 

emotional attitudes of teachers. According to Maccoby (1972) emotional attitudes are likely to determine the behavior of 

individuals, most particularly during a crisis, when traditional ways of making decisions break down. Second, 

understanding the nature of emotional attitudes is essential to the analyses of new plans for society.  

Due to the fact that the competences of academic teachers and their emotions surrounding crisis e-learning and emergency 

remote teaching during the pandemic are very important factors affecting learner outcomes, academic teachers nonetheless 

constitute a group whose level of substantive competence as well as opinions and self-assessment in e-learning crisis 

situations may have an impact on the future of academic education after the pandemic. 

 

Theoretical Framework 

The conceptual background of the research considered teacher self-evaluation in terms of DL level, and their emotional 

attitudes related to teaching and learning in a crisis situation. The starting point was the ICT-assisted academic learning 

process, known as crisis e-learning or Emergency Remote Teaching (ERT), although these concepts are not identical. 

Rahiem (2020) used the term "Emergency Remote Learning (ERL)" to differentiate between the education that took place 

during the school lockdown and the regular delivery of education in normal times. The term “Emergency Remote Teaching 

(ERT)” is used by Hodges et al. (2020) to refer to a temporary  change from instruction delivery to alternative delivery due 

to crisis circumstances. Millman (2020) refers to the same phenomenon as emergency remote teaching and learning, or 

"pandemic pedagogy". The author's proposal for the scope of the above-mentioned concepts is presented in Fig. 1. The 

scheme is related to the fact that teaching and learning are two different processes that together make up the didactic 

process called education, but this proposal is closely related to the considerations of the definition of the term by Rahiem 

(2020 ), Hodges et al. (2020) and Millman (2020). 

 

Fig. 1: The scope of the terms related to remote education used in the research 
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Affouneh et al. (2020) claim that because Emergency Remote Teaching (ERT) is not usually planned in advance, it 

involves a sudden shift from traditional teaching to remote forms on the occasion of emergency situations like the outbreak 

of Coronavirus. Moreover, educators have to work in a highly  stressful situation while having no knowledge of when the 

crisis will come to an end. Due to the unplanned nature of e-Learning in crisis situations, academic teachers may encounter 

many obstacles in accommodating and embracing e-Learning in ERT. 

Technological support, the availability of infrastructure, and the perception of lecturers and students, are significant factors 

in the effectiveness of the online mode in the teaching-learning process. Many universities operate with only the physical 

classroom in mind, and lack the infrastructure and preparation for online classes. Faculties were not mentally and 

technically prepared for online teaching, which meant that in many cases they had to face the likelihood of psychological 

stress, anxiety, and trauma for academic teachers and students. At the beginning of the pandemic, universities were 

required to rapidly convert classroom courses into online classes (Gautam & Gautam, 2021; Basilaia & Kvavadze, 2020). 

In terms of ERT design, the university's previous experience in conducting distance learning is very important, with this 

including the attitude of academic teachers to online classes, applied strategies and teaching styles, and the university's 

technological facilities.  

Based on the theoretical perspective of revolutionizing modern education through the implementation of meaningful e-

learning (Khan, 2016), the broaden-and-build theory of positive emotions (Fredrickson, 1998, 2001) and the crisis decision 

theory (Sweeny, 2008) (Table 1) the research was planned and focused on the analysis of the survey, and the self-

assessment of academic teachers in terms of their preparation for the use of remote education solutions during the COVID-

19 pandemic and their emotional attitude to crisis e-learning was verified. 

Table 1: Theoretical perspective of the research 

 

Theory  Key Factors Practical Training 

Theory of revolutionizing modern 

education through the 

implementation of meaningful e-

learning  

(B.H. Khan, 2016) 

e-learning framework, meaningful 

learning environment, student-

centered environment, engagement 

and interaction of the students 

The Digital Literacy level influences the 

work of teachers and their ability to create a 

student-oriented environment in various ICT-

assisted learning situations. Engaging 

students in the learning process can be a 

remedy for teachers' stress related to crisis 

remote learning and teaching. The research 

undertaken carries a number of implications 

relating to the connection between the DL of 

teachers and their behavior and attitudes in 

the stressful educational situation during the 

pandemic. 

The broaden-and-build theory of 

positive emotions. 

(B.L. Fredrickson, 1998, 2001) 

positive and specific negative 

emotions, functions of emotions, 

adaptive value of emotions  

The models based on specific action 

tendencies provide sound and compelling 

descriptions of the form and function of many 

negative emotions.  

The new perspective illuminates why and 

how positive emotions might serve as 

effective tools for regulating negative 

emotions. 

The research undertaken has educational 

implications in the development of this point 

of view, mainly in the area of the adaptive 

value of emotions in teachers work. 

The crisis decision theory 

 (K. Sweeny, 2008) 

health behavior, decision making, 

negative events 

The social context, personal 

motivations, and automatic processing can 

influence decision processes in crisis decision 

theory. 

The crisis decision theory includes some of 

the same predictors of behavior as 

prevention-focused theories do, as it 
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addresses responses to negative events that 

have already occurred. 

The research undertaken is connected with 

the negative event, in this case the pandemic, 

and the teachers’ self-assessment of their  

didactic capabilities in the area of ICT during 

this time. 

 

The connections between the main theoretical areas of importance to the research are presented at the Fig.2. 

 

Fig. 2: The connection between the main theoretical areas and the key factors of importance to the research 

Research carried out by Coman et al (2020) during the Covid-19 pandemic showed that universities were not prepared to 

have to offer exclusively online education, and the problems in this regard centered around the lack of technical skills of 

academic teachers and thus inappropriately adapted teaching styles to the online environment. It was also found that 

teachers who are open-minded, flexible, and interested in self-development sought to improve their pedagogical skills in 

remote teaching. However, some groups of teachers are still reluctant to improve their competences in the use of new 

online tools and use only the basic functions of e-learning platforms in the courses they offer. The difficulty here is in the 

emotional attitude of academic teachers to admit their ignorance in the use of ICT tools and their reluctance to seek support 

in this regard, which translates into an increase in negative emotions. At the end of March 2020, a research team from the 

Yale Center for Emotional Intelligence and Collaborative for Social Emotional and Academic Learning (CASEL) showed 

that the situation of long-term stress translated into teachers' lower performance and executive functions and worse 

memory, reducing their ability to be effective teachers (Brackett & Cipriano, 2020). Some of the main difficulties reported 

by academic teachers with regard to online courses are due to the complexity of the teaching situation as well as 

shortcomings in their planning and organization. Therefore, the responsibility for designing effective remote teaching and 

learning environments rests not only on the shoulders of academic teachers, but also on universities in terms of supporting 

the professional development of employees of individual departments. On the other hand, academic teachers’ negative 

attitudes should evolve based on the assumption that crisis e-learning is a way to enrich and extend the educational 

opportunities available to all universities, and for the members of the academic community it is a way to learn flexibility, 

personalize teaching and learning, and experiment , discovering creative alternatives and reflecting on one’s own practices 

(Rapanta et al., 2020). 

So far, there have been no reported studies connected with academic teachers’ self-assessment of their digital competences 

and their accompanying emotions during crisis learning and teaching with the use of ICT tools during the pandemic. This 

highlights the originality of the research topics undertaken, both in terms of the subject of the research and the research 

sample.  Fig. 3 shows the main areas of the conceptual framework of the research. 
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Fig 3. The main areas of the conceptual framework 

 

Research objectives 

The aim of the research was to show the level of preparedness of academic staff (teachers) in the use of remote education 

solutions during the COVID pandemic. The research also aimed to present their emotional attitude towards crisis e-

learning. Both variables related to self-evaluation of digital competence (digital literacy, DL) in e-learning and emotional 

attitude towards crisis e-learning and were contrasted with each other and with the sociodemographic variables. The 

following research questions were considered: 

• RQ1: How do the academic teachers at the Pedagogical University of Cracow evaluate their own digital 

competence in e-learning? 

• RQ2: Is digital competence in e-learning differentiated by sociodemographic variables? 

• RQ3: What emotions is crisis e-learning triggering in the sample of academics surveyed? 

• RQ4: How can the study sample be categorised according to the emotions that crisis e-learning triggers?  

• RQ5: To what extent does the self-evaluation of e-learning-related competences co-evolve with emotions about 

crisis e-learning? 

Research Procedure 

In formulating the research, the focus was on analyzing the contexts that emerged in relation to academic education during 

the pandemic. It was decided to empirically explore the area of theoretical scientific research by drawing attention to the 

emotional factors conditioning the improvement of academic teachers' competences in the field of ERT and ERL in the 

context of the pandemic. This research significantly contributes to the development of current and future higher education 

management in terms of online teaching-learning practice.  

The diagnostic survey was conducted in the academic year 2020/2021. A questionnaire designed by researchers at the 

Pedagogical University was used to examine the self-evaluation of academic teachers in the field of digital competences in 

e-learning, their knowledge of the tools that enable remote learning, and their ability to use the Moodle e-learning platform 

and MS Teams application, as well as their attitudes and emotions related to crisis e-learning. The respondents were a 

heterogeneous nonprobability sampling representing the Pedagogical University of Crakow. 

The research used a nonprobability sampling of research participants by sending a link with the questionnaire to all 

academic teachers participating in ICT training via their university e-mail address. Nonprobability sampling was used due 

to the fact that the objective was to create a close representative sample and the respondents were selected on the basis of 
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the arbitrary decision made by the researchers. The features characteristic of a specific social category, namely features 

characteristic of employees of the same institution, were important here. Additionally, the researchers had an appropriately 

high level of knowledge of the study population (Kothari, 2009; Babbie, 2012; Babbie, 2016). Using the nonprobability 

sampling of selecting the research sample, data from 94 respondents were collected.  

The research was conducted using a structured questionnaire containing statements developed on the Likert attitude scale. 

The data was collected online. The research participants were informed about the objective of the study and gave their 

informed consent to participate in it. E-mail addresses were not collected so as to maintain anonymity and confidentiality. 

The average time needed to complete the questionnaire was 10 minutes. 

The data obtained as a result of the research were compiled and analyzed using descriptive statistics (factor analysis (EFA): 

Kaiser-Meyer-Olkin test; Bartlett's test Χ²; Chi-Squared; RMSEA confidence; Cronbach's Alpha). The data obtained 

concerned both synchronous and asynchronous contact between lecturers and students after switching from classroom-

based to online classes without advanced knowledge in this field, in order to understand the motivation of academic 

teachers, and to improve teaching practices in remote teaching. Fig. 4 presents the research procedure. 

 

Fig 4. Research procedure 

Research Tool 

The tool was designed by researchers from the Pedagogical University of Cracow. The following variables were extracted 

in the research tool: 

• Self-evaluation of digital competence in e-learning. Responses were placed on a 7-point Likert scale from 1 - very 

low to 7 - very high. The following were assessed: general knowledge of various tools enabling remote teaching; 

ability to use the university's e-learning platform, Moodle; ability to use the MS Teams application; and  

efficiency in conducting online consultations (audio-video). The tool was characterised by a satisfactory level of 

internal consistency amounting to Cronbach's Alpha 0.782. 

• Emotions associated with crisis e-learning. Responses for this variable were placed on a 5-point Likert scale 

ranging from: 1- do not occur at all to 7 - occur very often. The internal consistency for the four categories of 

positive emotions was 0.853, while for the four negative emotions it reached a value of 0.895. We can speak of a 

very high internal consistency in this case, assuming that the variable is divided according to the dual nature of the 

indicators. 

The overall tool was characterised by the following properties resulting from conducting factor analysis (EFA) for the 

three factors: Kaiser-Meyer-Olkin test=0.757; Bartlett's test Χ² = 698.663, df=66.000, p<.001; Chi-Squared=77.385, df=33, 

p<.001; RMSEA=0.128; RMSEA 90% confidence = 0.086 - 0.155; TLI=0.856; BIC=-72.544. 
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Sociodemographic characteristics 

The study sample was characterised by the following properties. 

Table 2: Sociodemographic characteristics 

 

Variable N % 

Gender 

Woman 75 20.21277 

Male 19 79.78723 

Degree of scientific advancement 

MSc 32 34.04255 

Doctor 50 53.19149 

Dr habilitated 8 8.51064 

Professor 3 3.19149 

information withheld 1 1.06383 

Metric age 

25-30 years 1 1.06383 

31-35 years 7 7.44681 

36-40 years 23 24.46809 

41-50 years 28 29.78723 

51-60 years 27 28.72340 

Over 60 years 7 7.44681 

Shortcomings 1 1.06383 

Results 

RQ1: Academic teachers’ self-evaluation of digital competence in e-learning  

The academic teachers evaluated their own digital competences in the field of e-learning differently. Respondents gave a 

much higher rating to their general knowledge of conducting remote classes than, for example, specific skills related to 

operating popular e-learning tools, such as the Moodle platform and MS Teams. A quarter of the academic teacher 

assessed their skills related to operating the Moodle platform as low or very low. This is probably due to the fact that this 

platform is a complex environment, requiring in-depth knowledge of creating educational content and conducting classes. 

Much higher levels of skills are declared in relation to the MS Teams application (the dominant platform for crisis e-

learning among the surveyed sample). MS Teams, in contrast to Moodle, is based on an intuitive interface, one that is 

similar in operation to popular instant messaging services. About 18% of the respondents assessed their own skills related 

to conducting online consultations as low or very low. A detailed summary of the responses is presented in Table 3.  

Table 3: Self-evaluation of digital competence in e-learning (in %) 

 

 general knowledge of 

the various tools that 

enable remote 

teaching 

ability to use the 

university's Moodle 

e-learning platform 

ability to operate the 

MS Teams 

application 

the efficiency of the 

on-line consultation 

(audio-video) 

1- very low 5.31915 20.21277 7.44681 5.31915 

2 6.38298 7.44681 8.51064 7.44681 

3 7.44681 11.70213 12.76596 5.31915 

4 18.08511 8.51064 10.63830 11.70213 

5 15.95745 7.44681 12.76596 12.76596 

6 8.51064 9.57447 9.57447 14.89362 

7 - very high 3.19149 - 3.19149 7.44681 

Non-response 35.10638 35.10638 35.10638 35.10638 

 

RQ2: Digital competence in crisis e-learning and sociodemographic variables 
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Gender is not a significant differentiating factor in the self-evaluation of digital competence in e-learning among university 

teachers. The biggest (statistically significant) difference can be seen in the question of conducting audio-video 

consultations. Women report being less skilled in this area. However, taking into account the results of the one-way 

analysis of variance F(1, 59)=4.1938, p=.04503 this is not a factor of strong differentiation power. This relationship is 

illustrated in Figure 5.  
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 ability to use the university's Moodle e-learning platform
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 the efficiency of the on-line consultation (audio-video)

 

Fig 5. Gender and self-evaluation of digital competence for e-learning 

Academic degree or title is closely related to the self-evaluation of digital competence in e-learning. Considering the 

average values of the indications in particular groups, it can be noticed that professors (the highest degree of scientific 

advancement) rank their e-learning skills highest in all areas. The other groups are relatively homogeneous in their ratings 

of  their own skills. The difference between the group of professors and the other groups is very noticeable. The average 

values for each group are presented in Table 4. However, one should be aware that self-evaluation is burdened with many 

errors resulting from subjective reference to complex processes. It is also clear that there are groups that feel uniquely 

prepared for crisis e-learning as evidenced by the data collected. 

Table 4: Degree of academic promotion and self-evaluation of digital competence in e-learning 

 

Degree 
 

 

general knowledge of 

the various tools that 

enable remote teaching 

 
 

 

ability to use the 

university's Moodle e-

learning platform 

 
 

 

ability to 

operate the MS 

Teams 

application 

 
 

 

the efficiency of the 

on-line consultation 

(audio-video) 

 
 

MSc 4.000000 3.500000 3.700000 4.600000 

Doctor 4.075000 2.925000 3.700000 4.300000 

Dr habilitated 3.500000 3.000000 3.625000 4.250000 

Professor 6.333333 3.666667 6.666667 6.333333 

 

Among the important socio-demographic variables that may influence the assessment of one's own digital competence, 

metric age was singled out. Self-assessment of a selected part of digital competence was compared to age during the 

analyses.  On the basis of calculations with the use of linear correlation coefficient it turned out that only in one case is this 

factor significantly related to e-learning. The issue of the co-occurrence of lower skills with age is statistically significant 

exclusively for online consultations, e.g. using instant messaging. These relationships are illustrated in Figure 6. 
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Fig 6. Self-assessment of digital competence in e-learning and metric age 

RQ3: Emotions during crisis e-learning 

 

In the vast majority of cases, crisis e-learning was not associated with the occurrence of negative emotions among the 

academic teachers studied. The overwhelming opinion offered by the respondents was that most often crisis e-learning was 

perceived positively, including: a sense of usefulness; inspiration; and enabling development. Negative connotations 

associated with e-learning appeared very rarely. The degree of occurrence of individual variables along with mean values 

and standard deviation is presented in Figure 7. 
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Fig 7. Emotions in crisis e-learning 
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RQ4: Emotions in crisis e-learning versus groups of academic teachers 

The surveyed group of academic teachers is a heterogeneous community. Based on k-means cluster analysis it was noticed 

that there are three basic groups among the surveyed sample. Group number 1, i.e. the most numerous (57.43%), is 

characterised by relatively high mean values for the negative values felt when performing tasks resulting from crisis e-

learning and also a similar level of positive emotions for this process. Group number 2 (17.02%) has a similar level as 

group number 1 for positive aspects resulting from crisis e-learning, but highlights much fewer negative emotions 

associated with crisis e-learning. The last group, number 3 (25.55%), made very clear the occurrence of positive emotions 

during crisis e-learning and their low share of negative emotions. Thus, it can be said that a quarter of the respondents 

(group number 3) is characterized by a highly positive emotional attitude to the pandemic-enforced move to distance 

learning. In contrast, a group of more than half of the teachers experience negative feelings in various states. A detailed 

breakdown of the cluster analysis is presented in figure number 8. 
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Fig 8. Cluster analysis - emotions and crisis e-learning 

RQ5: Self-evaluation of digital competence and emotions during crisis e-learning 

Using the linear correlation coefficient, it was noticed that the declarations related to the self-assessment of digital 

competence do not coincide with the emotions felt during crisis e-learning. Nevertheless, several other interesting 

relationships emerge from this analysis. Firstly, the declaration of general knowledge about e-learning co-occurs at 

medium or high level with the declarations related to the use of popular platforms at the university, i.e. MS Teams and 

Moodle. Secondly, positive feelings about e-learning very often co-occur (medium or high correlation score). Furthermore, 

negative feelings associated with crisis e-learning are strongly correlated with each other. The detailed correlations are 

presented in table number 5. 

Table 5: Linear correlations between self-evaluation of digital competence and emotions during crisis e-learning 

 

 1 2 3 4 5 6 7 8 9 10 11 

1. General 

knowledge 

about e-

learning  

-           

2. Ability to 

use the Moodle  
0.455**  

-          

3. Ability to 

use Teams 
0.734*  0.234**  

-         

4. Online 

consultations   
0.578**  0.169  

0.682***  -        

5. Helpful  
0.123*  0.154  

0.135  -0.003  -       

6. Inspiring  0.208**  0.157  
0.242  0.107  0.658***  -      

7. Relaxation  0.230*  0.078  
0.248  0.108  0.334**  0.562*** -     
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8. 

Developmental  
0.256*  0.151  

0.175  0.007  0.617 *** 0.836***  0.492***  -    

9. Frustrating  -0.025  0.051  
-0.111  0.038  -0.441 *** -0.491***  -0.323**  

-0.364***  
-   

10. 

Troublesome  
-0.050  -0.094  

-0.102  0.064  -0.488 *** -0.527***  -0.347**  
-0.443***  

0.699***  -  

11. Blocking  
-0.079  -0.197  

-0.135  0.059  -0.504***  -0.505***  -0.206  
-0.396**  

0.744*** 0.718***  - 

12. Stresfull 
-0.035  0.010  

-0.117  0.059  -0.166  -0.263*  -0.249*  
-0.214  

0.746***  0.687***  0.699*** 

* p < .05, ** p < .01, *** p < .001  
 

Discussion 

The respondents assessed the level at which they had developed  their digital skills in a non-uniform way. In relation to the 

self-assessment components, the lowest skill ratings related to online consultation, and slightly higher skills related to the 

use of Moodle. The respondents rated their skills the highest in relation to the use of MS Teams. The results obtained 

indicate a relatively low level of technical skills among academic teachers. Similar results have been reported in studies by 

a number of researchers who argue about the lower rating of the technological knowledge of academic teachers (Blayone et 

al., 2018; Castéra et al., 2020; Cubeles et al., 2018). The current results are in line with those previous collected among  

university professors, who demonstrated the lowest scores in the teaching domains with technology (Cubeles et al., 2018). 

Potential links between variables referring to the academic teachers’ backgrounds and their digital competence proved not 

to show any strong correlations. A negligible relationship between gender and self-evaluated digital skills could be seen, 

and at the same time male academic teachers reported being slightly better conducting audio-video consultations. These 

results run contrary to the conclusions offered elsewhere that male teachers are more confident at using computers than 

their female colleagues (Markauskaite, 2006); male teachers report higher digital literacy than female teachers (Koh et al., 

2015; Scherer et al., 2017). Similar findings can be found in other research (Castéra et al., 2020). 

Regarding the academic degree or title as a background variable a positive correlation was observed between the 

possession of a higher degree and the reporting of greater digital competence in e-learning. The values obtained could be 

due to the intrinsic use of technology in the online format as the professors have to design their course and adapt the 

contents to the online learning environment, and that this process itself improves their technological knowledge (Cubeles et 

al., 2018). Virtual collaboration increases teachers’ opportunities to work with different technologies (Bueno-Alastuey et 

al., 2018), and develops critical thinking collaboration skills (Schmid & Hegelheimer, 2014). This coincides with other 

studies that have found that teacher achievement goal orientation is strongly associated with the practices of pedagogical 

ICT use (Karaseva et al., 2018). 

The respondents’ age proved to be one more significant factor negatively related to e-learning. Similar results have been 

confirmed by a number of studies (Castéra et al., 2020; J. H. L. Koh et al., 2010; Lee & Tsai, 2010; Luik et al., 2017). 

However, Cubeles (2018) did not find evidence to support the existence in differences in the technological knowledge 

domains for any age group of academic teachers. 

In the case of the third research question of the study mostly positive emotions  were found to have been caused by crisis e-

learning among the sample of academic teachers during the second wave of Covid-2019. These results stand in contrast to 

previous findings obtained during the first wave of the Covid-2019 pandemic, when teachers were forced to adapt to 

teaching using ICT in stressful crisis situations  (Brackett & Cipriano, 2020). The teachers then mostly felt the deficiency 

of their digital competences and struggled with a heavy workload, under time pressures, and with difficulties juggling roles 

(MacIntyre et al., 2019; Portillo et al., 2020; Coman et al., 2020). Even pre-pandemic, teaching was often listed as one of 

the most stressful professions (Johnson et al., 2005). Some of the stressors that teachers in general suffer from include 

pressure inflicted by heavy workloads, time constraints, the lack of a work-life balance, limited autonomy, excessive 

administrative obligations, strained relationships with colleagues and school leaders, role conflict/ambiguity, managing 

innovation and change, emotional labor, dread over losing control of the class, fear of evaluation, and low professional 

self-esteem (Mercer & Gregersen, 2020). The respondents in our study appear to have appreciated the possibility to 

develop their digital skills during the period of crisis remote teaching, did their best to improve their own digital literacy, 

and worked to inspire their students in what was a particularly hard period of lockdown and distance learning. The results 

obtained confirm the proposal put forth by Herman, Reinke, and Eddy (2020) of a “3C Theory of Teacher Stress” that 

describes three interconnected pathways leading to teacher stress, integrating individual differences in teachers’ (1) coping 

and (2) competence in executing practices that effectively manage the teaching-learning process, and the systemic (3) 

context in which teaching occurs, including policies, practices, and administrative support. The proposed categories 

explain the reason why the attitude of academic teachers towards remote teaching in the second Covid-2019 lockdown 
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changed from negative to positive. The change might reflect a kind of coping strategy which allowed the teachers to adapt 

to the crisis circumstances and to use this time for professional development. Problem-focused coping is aimed at solving 

the perceived problem or doing something to alter the source of stress, whereas emotion-focused coping is aimed at 

reducing or managing the emotional distress that is associated with or triggered by the situation (Lazarus & Folkman, 

1984). 

Answering the fourth study question led to the construction of three groups of academic teachers based on their emotions 

during this second period of remote teaching. Each member of this group was characterised as presenting both positive and 

negative emotions during the period of crisis remote teaching with preferences of positive emotions with differing 

percentage values. The most numerous group was characterised by equal scores of positive and negative emotions. These 

results are in line with Flynn and Noonan (2020) who argue that academic teachers’ experience of remote teaching has 

been restorative, enlightening, and encouraging, part of an ongoing journey in teaching and learning. The sense of 

resilience generated during the process could be a sign of the adaptation many academic professionals have undergone 

during the quarantine to cope with stress (Delgado-Gallegos et al., 2021). 

Regarding the fifth research question, the academic teachers’ self-evaluation of digital competence and their emotions 

during the period of crisis remote teaching did not appear to be correlated. At the same time, their declarations regarding 

their general e-learning knowledge appeared to be linked to the teachers' positive experiences using popular university 

platforms (Moodle and MS Teams). The results are logical and in accordance with dozens of previous reports which 

demonstrate the positive correlations between  positive psychological outcomes (well-being, health, happiness, resilience, 

and growth during trauma) and approach coping with stress and negative links with avoidant coping (MacIntyre et al., 

2020).  

Conclusions 

This study has considered the level of preparedness of academic teachers in the use of remote education solutions during 

the COVID pandemic, with the specific focus on the second lockdown. The research also presents the teachers’ emotional 

attitude towards crisis remote teaching.  

Academic teachers at the Pedagogical University of Cracow evaluate their own digital competence in conducting e-

learning for students at a low technological level. At the same time they gave a much more positive assessment to their 

skills in using MS Teams , the dominant platform for crisis e-learning among the sample surveyed. The lowest score in the 

opinions of the respondents referred to their own skills in conducting online consultations.  

Importantly, the study demonstrated that links between sociodemographic variables with digital competence are 

dominantly indirect. The issue of the co-occurrence of lower skills with age is statistically significant only in the case of 

online consultation. 

Our findings indicate that most often crisis remote teaching was perceived in an emotionally positive way during the 

second lockdown in the pandemic which is something that can be explained by reference to the emergence of coping 

strategies during the ongoing pandemic. More than half of the study sample are characterised by equal ratings for both 

positive and negative emotions. 

Finally, the research has shown that teachers' self-assessment of their own digital competence does not coincide with their 

emotions during the period of crisis remote teaching. 
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Abstract 

 
The article reports that the Ukraine’s financial market is in the formation process, which is due to the uneven spatial dynamics 

of the financial capital during market reforms; heterogeneity of the country’s economic and financial space; fundamental 

asymmetry between regions in terms of financial potential; localization of financial institutional infrastructure; the 

investment attractiveness level, etc. It was studied that in the financial market structure there were prevailing the number of 

companies engaged in providing loans, borrowings, financial leasing, providing assurances; carried out factoring, currency 

exchange and money transfer operations. The leader by the amount of Ukraine’s financial sector assets are the banking 

institutions, that indicates the bank-centric nature of the financial system. For the Ukraine’s financial sector improvement 

and the economic growth increase, it is necessary to create an effective mechanism for improving the bank lending policy. 

To develop the bank lending and to create the financial stability in this period, it is necessary to make the banking services 

more quality to improve their competitiveness; set limits on loans’ interest rates within state acts and monitor its 

implementation; to stimulate commercial banks for the innovative projects’ loans; to increase the main assets size of the 

state-owned banks, to increase their quantity and strengthen their role in the Ukraine’s financial and credit market, etc. 

 

Keywords: financial market, financial companies, banks, financial capital. 

 

Introduction 

 
The modern Ukraine’s financial market is still in the formation process. Its main problem is the inability to ensure the 

effective financial resources’ redistribution, required to solve the domestic economy’s modernization problems and to create 

an innovative push for procreation processes. This is largely due to the uneven financial capital’s spatial dynamics during 

the market reforms; heterogeneity of the country’s economic and financial space; fundamental asymmetry between regions 

in terms of financial potential; localization of financial institutional infrastructure and degree of investment attractiveness, 

etc. 

 

Let's start the financial condition analysis with the financial market companies’ dynamics (Fig. 1). Data analysis of fig. 1 

shows that in 2015–2019, there was prevailing the number of financial companies engaged in the provision of financial loans, 

credits, financial leasing, guarantees and securities. They are providing factoring operations, currency exchange operations 

and money transfers. Their total number in 2019 was 1,032 companies, which is 2.3 times more than in 2012. 
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Fig. 1: Dynamics of the companies’ number in the financial sector of Ukraine in 2012–2019, pcs. 
 

Source: [developed according to the official NBU data] 

 
In second and third place in the number of market participants are credit unions and pawnshops. Moreover, the number of 

these financial sector companies has decreased significantly in recent years. The maximum number of credit unions was 

observed in 2013 – 739 companies, and pawnshops – in 2015 – 482 companies. After that, one can see the decrease in the 

number of both companies. 

 

In fourth place there are insurance companies, which number in 2019 was 225 companies. The maximum number of 

insurance companies in 2012 was 414. 

 

The smallest number of companies is typical for banks and private pension funds. In 2019, the number of banks was 75, 

which is 99 banks less than in 2012 (a reduction of more than 2 times). The number of private pension funds in 2019 is 

amounted to 63 companies. The number of private pension funds decreases throughout the study period.  

 

Examining the dynamics of the companies’ number, Rekunenko (2014) concluded that the financial market of Ukraine is 

dominated by financial companies, pawnshops and credit unions. But this conclusion is wrong, because the role of a particular 

company type in the market is characterized not by quantity but by volume of activity (volume of assets, capital). 

 

Let us consider the dynamics of assets of insurance companies, banks, financial companies and credit institutions (Fig. 2). 

The assets of non-state pension funds and pawnshops were not taken into consideration during the review, as their volume 

is insignificant comparing to other types of participants in the financial market of Ukraine. 
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Fig. 2. Dynamics of insurance companies’ assets, banks, financial companies and credit 

institutions for 2013–2019, UAH million 

 
Source: [developed according to the official NBU data] 

 
The data in Figure 2 show that the absolute leader in terms of assets’ volume in the financial sector of Ukraine are banking 

institutions, that indicates the bank-centric nature of the Ukraine’s financial system. In general, the volume of banking 

sector’s assets in 2013-2019 has increased, except for 2016-2017. This decrease is characterized by a reduction in the number 

of banks, operating in the market. In 2013–2019, the volume of banks' assets increased by 20.7% and in 2019 amounted to 

UAH 1,360,764 million. As of 2019, the volume of banks' assets was 21.4 times greater than the assets of insurance 

companies, the assets of financial companies - 10.7 times, the assets of credit institutions - 619.5 times.  

 

Let's analyze the amount of capital of insurance companies, banks, financial companies and credit institutions (Fig. 3). 
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Fig. 3. Dynamics of capital of financial companies, insurance companies,  

banks and credit institutions in 2013–2019, UAH million 

 
Source: [developed according to the official NBU data] 

 
The data of fig. 3 indicate a significant predominance of bank capital over the other companies’ capital in the financial market 

of Ukraine. The increase in the capital of banking institutions began in 2016, as a result of the growing requirements of the 

National Bank of Ukraine to the amount of registered and regulatory capital of banks. In 2019, bank capital was 7.3 times 

larger than the capital of insurance companies, 476.4 times larger than the capital of credit institutions and 19.5 times larger 

than the capital of financial companies.  

 

Berzhanir mentioned (2020) that this predominance of banks' assets and capital over the assets and capital of other 

participants in the financial market of Ukraine makes it possible to conclude that banks are the most important participants 

in the financial market of Ukraine. 

 

Table 1 data show that the banking institutions’ assets in 2012-2019 increased by 32.58%, which indicates the development 

of the banking sector. This increase in assets is a particularly positive trend, considering that the number of banks during the 

study period, on the contrary, decreased - by 56.9% (from 174 banks in 2012 to 75 banks at the end of 2019). In addition, 

the volume of loans increased by 26.35%, which is also the evidence of the expansion of banking institutions and credit 

expansion of banks. This situation also indicates economic growth in the country. 

 

Another positive trend is the increase in banks’ deposit funds from individuals and legal entities. This growth in 2012–2019 

was 78.4%. A decrease in funds on deposits with banks was observed only in 2014, when the banking crisis arose, which led 

to an outflow of funds from Ukrainian banks.  
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Table 1: Dynamics of the main indicators of the banking sector development 

in 2012–2019 

Year

Banks’ 

assets, mln. 

UAH 

Banks’ 

liabilities, mln. 

UAH 

Number of 

operating 

banks 

Loans provided to 

customers, mln. 

UAH 

 

Customer funds, mln. UAH 

2012 1127192 1127192 174 818000 589000 

2013 1278095 1278095 180 916000 701000 

2014 1316852 1316852 145 1028000 686000 

2015 1254385 1254385 117 1007000 751000 

2016 1256299 1256299 96 1004000 850000 

2017 1336358 1336358 82 1041000 906000 

2018 1360764 1360764 77 1118860 914824 

2019 1494460 1494460 75 1033539 1050748 

Deviation(

+,–) 
32,58 32,58 -56,90 26,35 78,40 

 
Source: [calculated according to the NBU data] 

To improve the financial sector and to increase the economic growth in Ukraine, it is necessary to create an effective 

mechanism for improving the bank lending policy. To develop bank lending and create financial stability in the mentioned 

period, it is necessary to make banking services better to improve their competitiveness; set limits on loans’ interest rates 

within state acts and monitor its implementation; to stimulate commercial banks’ lending to innovative projects; to increase 

the capital resources of state-owned banks, to increase their number and strengthen their role in the financial and credit 

market in Ukraine, etc. These measures will contribute to the recovery of the national economy and increase the level of 

the domestic banking system’s financial efficiency. 
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Abstract 

The aim of the study is to explore the regional specifics of the development of the collaborative consumption economy in 
Russia, as well as to assess the ongoing changes in terms of the covid-19 pandemic. The authors have established the presence 
of a trend of catching up with the development of the collaborative consumption economy of Russia in the global space. It 
is determined that in the period 2017-2020, there is a rapid growth in the sectors of the collaborative consumption economy 
in Russia (C2C sales of things, services of private individuals freelancers, carsharing, carpooling, short-term rental of 
accommodation facilities). The authors proved that the nature of the collaborative consumption economy in Russia is 
influenced by the concentration of consumer demand in megacities, the high level of Internet use by individuals and 
households, as well as the uneven transport system development. The analysis of the regional specifics of the development 
of the collaborative consumption economy sectors in Russia allowed the authors to conclude that there is a trend of expansion 
of the co-consumption economy services in the regions and a more uniform distribution of the objects of this sector in the 
territorial context. The authors proposed measures to promote the long-term development of the collaborative consumption 
economy in Russia, including during the covid-19 pandemic. 

Keywords: collaborative consumption economy, co-consumption economy, sharing economy, consumption, region, 

Russia, C2C trade, carsharing, carpooling, online freelancing, short-term rental of accommodation facilities 

Introduction 

The reduction in the monetary income of citizens in Russia by more than a third since the beginning of the pandemic, as well 
as the forced restriction of movement, not only reduced the effective demand of the population, but also taught people to 
make do with fewer goods and services (CSR, 2020). The structure of consumption has also changed – there has been a 
redistribution of spending towards more purchases of food, medicines and online services, while consumption in the segment 
of large purchases has decreased. All this indicates the development of a new trend for Russian society – lean consumption. 

At its core, the economic model that is most adequate to meet the needs of lean consumption is the collaborative consumption 
economy (co-consumption economy).  It allows people not only to effectively purchase goods and services, but also to 
expand the possibilities of using them at a favorable price (Shmeleva et al., 2020). According to PwC estimates, the global 
collaborative consumption economy was about $15 billion in 2015, but it is expected to grow to $335 billion by 2025 
(Vedomosti, 2020). 
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In Russia, in 2020, the volume of the co-consumption economy amounted to 1.07 trillion rubles, but the covid-19 pandemic 
made certain adjustments to the development of this market segment, and analysts noted a slowdown in its growth 
(Finmarket, 2020). 

What are the prospects for the development of the co-consumption economy in the regions of Russia? Under what conditions 
can this market segment become a basic tool for the development of the regional economy? The answer to these questions is 
particularly relevant currently and requires a detailed analysis of the ongoing processes. 

Methodology 

The purpose of the research is to study the specifics and identify trends in the development of the collaborative consumption 
economy in the Russian regions, as well as to assess the ongoing changes in terms of the covid-19 pandemic. 

Research tasks: 1) to identify the specific features of the collaborative consumption economy in Russian conditions; 2) to 
reveal regional trends in the development of the co-consumption economy in Russia; 3) to assess the prospects for the 
development of the co-consumption economy in the regions of Russia in terms of the covid-19 pandemic. 

Research methods: the theoretical analysis method, the economic analysis method, the comparative analysis method, 
induction and deduction, the systematization method, a systematic approach. 

Literature Review 

Botsman and Rogers (2010) links the co-consumption economy to the use of additional resources held by consumers for 
social and material benefit. At the same time, digital technologies (platforms and mobile applications) act as a tool for 
implementing such transactions) (Sundararajan, 2014). 
 
Dillahunt and Malone (2015), Frenken et al. (2015) argue that the absolute advantage of the co-consumption economy is the 
ability to supplement income through the use of other people's assets (idle capacity), as well as the establishment and 
strengthening of links when shared, which leads to the creation of communities. Such communities allow people to connect, 
and benefit from basic skills and services (Steuer, 2009; Heinrichs, 2013).  
 
Sundararajan (2016) points to the social effect of the co-consumption economy, which manifests itself in a focus on the 
social values associated with the sharing of resources, which excludes capitalist motivation. 
 
Lessig (2008) argues that, at its core, the co-consumption economy is a market extension of capitalism, where social 
motivations are present. In turn, Shore et al. (2014), Belk (2014) prove that the practice of sharing and cooperation in the 
production and consumption of goods and services is based solely on capitalist motives aimed at obtaining economic benefits. 
 
One way or another, but in many countries, the co-consumption economy is developing rapidly. According to the Timbro 
Sharing Economy Index, the leaders of 2018 were Iceland, Turks and Caicos Islands, Malta, Montenegro, New Zealand, 
Croatia, Faroe Islands, Denmark, Aruba, Ireland. However, in general, the dynamics of its development in terms of countries 
and regions remains uneven (TIMBRO, 2018). 
 
The researchers point to various reasons for the uneven regional development of the co-consumption economy - from the 
low level of Internet penetration and the development of digital infrastructure in the regions (Gusev et al., 2021, Bychkova 
et al., 2020; Filimonova et al., 2016), the concentration of consumer demand in megacities (RAEC, 2019) to the imperfections 
of state regulation that hinder the development of this segment of the economy (Dostmohammad and Long, 2015). The 
conditions created by the covid-19 pandemic have become a new challenge for the development of the co-consumption 
economy.  
 
Whether they will become a factor in the reduction of this market segment or provoke its further growth - this topic resonates 

in the discussions of modern researchers (Shmeleva et al., 2020).  

Results 

According to The Timbro Sharing Economy Index (compiled using data on the volume of traffic and purified data on the 
driving factors of the peer-to-peer economy), in 2018, Russia ranked 105th among the 213 countries included in the rating 
(TIMBRO, 2018). Russia scored 1.2 points, while Iceland has 100 points. 

Nevertheless, the dynamics of the development of the co-consumption economy in Russia is characterized by constant and 
continuous growth. According to RAEC data, in 2018, the volume of transactions on the main platforms of the collaborative 
consumption economy in Russia amounted to 511 billion rubles (compared to 2017, the volume of transactions increased by 
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30%), in 2019, the volume of this segment was already about 769.5 billion rubles (RAEC, 2019).  In 2020, the volume of 
the co-consumption economy reached the level of 1.07 trillion rubles (Figure 1). 

 
Fig. 1. Dynamics of the development of the co-consumption economy in Russia, 2017-2020 (compiled by the authors 

according to RAEC, 2019) 

As in the rest of the world, the motives for the development of the collaborative consumption economy in Russia are: 

1. A fundamental change in consumer patterns-from the possession of goods to the possibility of using them. The 
model of the co-consumption economy is the most adequate in the conditions of a relatively low level of income of the 
population and the need to save money. Thus, according to the World Bank (2019), in 2019, Russia ranked 65th in terms of 
income per capita (11,260 dollars), entering the group of countries with an average level of income per capita. 
 
2. Digitalization of the economy, the development of IT platforms and technologies that become tools that mediate the 
communication of users who demand goods and offer them(Karpunina et al., 2020; Molchan et al., 2020). Thus, Bychkova 
et al. (2020) argue that the basic condition for the development of the digital economy – access to the Internet and availability 
of access devices – in terms of the Russian population and households is met. Despite the fact that in 2019 in Russia only 
39.7% of households in urban areas and 27.7% in rural areas used a stationary computer to access the Internet, 42.4% of 
households actively use mobile computers (laptops) to access the Internet, 23.3% - tablet computers, and 66% - other mobile 
devices (mobile phones or smartphones), 12.6% - televisions with a special device (Federal State Statistics Service of the 
Russian Federation, 2020). 

 
3. The low-base effect, which encourages entrepreneurs to create projects for different areas (food sharing, clothing 
and toys exchange, joint housing and travel, etc.) and earn additional income. 

 
4. The formation of new global trends ("smart city", intelligent transport and housing systems) based on the rational 
use of resources and responsible consumption. 

 
5. Reducing the environmental burden. Sharing services are a unique way to reduce consumption and reduce damage 
to nature. For example, travel using housing sharing services produces 66% less emissions compared to hotel stays. 
According to Rbc (2020b), the sharing of bicycles and scooters in Moscow in 2018 allowed to avoid 40 tons of carbon 
monoxide (CO) emissions. 

However, these motives and opportunities for their implementation emerged in Russia much later than in many developed 
countries and China (the first large companies of the co-consumption economy appeared in 2006-2007; sharing startups 
began to develop actively since 2010, when the world economy was in a state of recovery from the crisis of 2008-2009). 
This explains, on the one hand, the rapid growth of the co-consumption economy in Russia in the period 2017-2020, and, on 
the other hand, the country's existing lag in the global space and the trend of catching up development. 

The dynamics of the market in Russia and the volume of transactions by sector in 2018 also have certain specifics. Thus, 
according to RAEC (2018), 72% of all transactions in this sector accounts for things C2C sale, 19% are services individuals 
freelancers (P2P) systems, 2.5% are car sharing and carpooling, whereas 2% in the P2P sector has a short-term rental 
accommodation. At the same time, the main directions of the development of the co-consumption economy in the United 
States and European countries are transport, travel, finance, staff search, video and music streaming (PwC, 2015). 

However, the reason for this difference in the structure of the co-consumption economy in Russia and developed countries 
is its spatial development. 

RAEC (2018) identifies three factors that determine the territorial features of the development of the economy of shared 
consumption in Russia: 1) concentration of consumer demand in megacities; 2) high level of Internet penetration; 3) uneven 
development of the transport system. 

392
511

769.5

1070

0

200

400

600

800

1000

1200

2017 2018 2019 2020

The volume of the co-consumption economy, billion rubles

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

340



First, the high concentration of population in metropolitan areas determines the specificity of formation of consumer demand, 
and respectively, the primary growth sectors of the co-consumption economy mainly in the capital and several major cities 
of the country. 

Secondly, in Russia, 96.7 million people are active Internet users, which contributes to the further development of the sectors 
of the co-consumption economy. In addition, despite the fact that according to experts, only 32 regions of Russia out of 85 
have high network readiness indicators (assessment of Russian regions according to the Portulance Institute methodology 
(Bychkova et al., 2020), the country is intensifying the development of infrastructure support and ensuring the operation of 
digital online platforms (Galeeva and Ishtiryakova, 2020). 

Third, the development of the transport system and its services determines the efficiency of the functioning of the co-
consumption economy. This is due to the huge length of transport routes across Russia, the uneven development of rail and 
air communication systems, interregional logistics, as well as the unfavorable situation with the improvement of parking 
spaces and other urban and rural infrastructure in the regions. 

We will analyze the development of large sectors of the co-consumption economy in Russia and highlight their regional 
specifics. 

In 2019, the Russian C2C commerce market showed growth of 53% and, according to RAEC estimates, amounted to 568 
billion rubles. At the same time, the combined share of sellers from small towns that are not regional centers and rural 
settlements increased from 19% to 31% in two years, and the relative share of Moscow and St. Petersburg fell from 37% to 
24% over the same period (Data Insight, 2019). 

 In the period 2017-2019, there was a clear trend of penetration of sellers in the regions. Thus, according to Data Insight 
(2019), the dynamics of C2C trade development in the Russian regions is as follows (Fig. 2). 

 
Fig. 2. Dynamics of C2C trade development in the Russian regions, %, 2017-2019  

(compiled by the authors according to Data Insight, 2019) 

 
In addition, sellers have become more likely to use the services of transport companies and less likely to deliver goods 
themselves, which indicates the expansion of market opportunities due to improved transport infrastructure. Indeed, the 
development of interregional delivery in Russia contributes to the growth of C2C commerce: after the launch of delivery on 
Avito, the number of long-distance transactions in the total volume of all C2C transactions has increased from 32% to 47% 
since 2018. Delivery allows more users to receive products that have limited or no access in their region of residence. Sellers 
also have the opportunity to sell the product faster without taking into account its location. 

According to Data Insight experts, the period of the covid-19 pandemic is considered as a factor of the crisis, which can 
additionally bring 1.6 trillion rubles to the online sales sector over the next 5 years (Data Insigh, 2020). Thus, during a 
pandemic, additional growth in online sales can be achieved under the influence of such factors as the emergence of new 
online buyers, home isolation and increased consumer demand for certain groups of products, an increase in the frequency 
of purchases, the transition of some employees to remote work, as well as a reduction in the effective demand of the 
population.  

The second largest segment of the co-consumption economy in Russia is P2P services (online freelance exchanges). In 2019, 
2.5 million self-employed people worked as freelancers on online platforms, and the total volume of transactions in the sector 
in 2019 amounted to 140 billion rubles. The market volume grew by 43% compared to the previous year (Figure 3). 
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Fig. 3. Dynamics of the development of the online freelance exchanges sector in Russia, 2017-2019  

(compiled by the authors according to RAEC, 2019) 

 

According to the TalentTech, HSE and FL.ru (2020) among the Russian customers of online freelancers, 35% are located in 
Moscow, 11% - in St. Petersburg, 8%-in the Moscow region, 3% - in the Sverdlovsk region, 3% - in the Novosibirsk region, 
2% - in the Voronezh region, 2% - in the Volgograd region, 2% - in the Chelyabinsk region, 2% - in the Altai region (Fig. 
4). 

 
Fig. 4. Regional distribution of online freelancer service customers, 2020  

(compiled by the authors according to TalentTech, HSE and FL.ru, 2020) 

 

The largest share of freelancers is recorded in the Stavropol region (27%), Omsk region (23%), Chelyabinsk region (21%), 
Novosibirsk region (20%) and the Tatarstan Republic (20%). By contrast, in the capital region, the value of this indicator is 
fixed at 15%, in the Moscow region – 17%, in St. Petersburg -17%. Traditionally, most freelancers are in the field of art and 
mass media (49%), as well as in marketing, advertising and PR (40 %) (HeadHunter, 2020). This form of employment, which 
forms a large segment of the co-consumption economy, allows employees to combine the unconditional advantages of 
freelancing (independence from the employer, non-attachment to the place of work, free work schedule, the possibility of 
increasing earnings) and save on daily and household expenses by living in remote regions of the country from the federal 
center. At the present time, when there is an increase in unemployment in many traditional sectors of the economy due to the 
covid-19 pandemic, the development of online freelance exchanges can become an effective tool in solving employment 
problems in the regions of Russia. 

In 2019, there was a dynamic development of the car-sharing market in Russia. The annual growth of the sector is estimated 
at 58%. However, the development of this sector of the co-consumption economy is also characterized by territorial 
unevenness. For example, the Moscow car-sharing fleet became the largest in the world, with 84.59% of all trips in 2019 
going to Moscow and the Moscow region. Yandex.Drive was launched in St. Petersburg, and the existing operators have 
reached a new level of development, thanks to this, St. Petersburg and the Leningrad region provided 8.35% of all trips.  

According to Sberbank analysts, car-sharing markets in other regions grew even faster than in the capital. So, in some regions 
of Russia, new operators began to work, the fleet of existing operators expanded: in Volgograd, the startup Bi-Bi.car was 
implemented; in Novosibirsk, the project of the local operator Cars7 was launched; in the Tula region, the company 
Delimobil expanded its sphere of influence. In addition, in the Russian regions are also significant positive dynamics of the 
development of car-sharing in 2018: Krasnodar region (0,98%), Samara region (0,91%), Republic of Bashkortostan (0,78%), 
Nizhny Novgorod region (0,72%), Novosibirsk region (0,5%), Rostov region (0,37%), Stavropol region (0,28%) (Sberbank, 
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2019). Other regions of the country are still making a much smaller contribution, but the dynamics of the main development 
indicators show strong growth. In general, in the period 2017-2019, there is a regional expansion of the car-sharing sector in 
Russia (Fig. 5).  

 
Fig. 5. Dynamics of the development of the car-sharing sector (Moscow and the regions), 2017-2019 

 (compiled by the authors according to Sberbank (2019) 

 
During the covid-19 pandemic, the restrictions and sanitary regulations imposed in the Russian regions caused changes in 
the work of companies in the car-sharing sector, and in the period April-May 2020, they led to vehicle congestion at the level 
of 60-70% compared to the same period in 2019 (Rbc, 2020c). However, from June 2020, a gradual recovery in consumer 
demand, and nowadays is changing the landscape of car-sharing market in Russia as the composition of participants, cost 
and terms of service. 

In 2019, the volume of transactions in the Russian carpooling sector increased by about 30%, reaching 17.8 billion rubles 
(RAEC, 2019). BlaBlaCar is the largest centralized service for carpooling in Russia, also showing the growth of BeepCar 
(Mail.ru Group), “Yandex.Hitchhiker” and others. The Russian dynamics of the development of this sector of the co-
consumption economy is shown in Figure 6. 

 

 
Fig. 6. Dynamics of development of the carpooling sector in Russia, 2017-2019  

(compiled by the authors according to RAEC, 2019) 

 
As for the distribution of carpooling in the territorial context, it should be noted the emerging dynamics of expanding 
carpooling services to the regions of Russia in 2017-2019. Thus, the regions with the most developed sector of carpooling 
are: Moscow, Moscow region, Saint Petersburg, Nizhny Novgorod region, Sverdlovsk region, Chelyabinsk region, 
Krasnoyarsk region, Rostov region.  

In Russia, the rental of accommodation facilities (places in common rooms, apartments and houses) has been growing 
dynamically since 2014. This is facilitated by the high share of domestic tourism, which is typical for Russia. In addition, 
this form of sharing is impressed by the Russian mentality - the possibility of saving on rent, food and privacy (in comparison 
with hotel accommodation), familiarity with local features through communication with the landlord. In general, the 
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dynamics of the development of the short-term rental sector of accommodation facilities in the period 2017-2019 is shown 
in Figure 7. 

 
Fig. 7. Dynamics of the development of the short-term rental sector of accommodation facilities in Russia, 

2017-2019 (compiled by the authors according  to RAEC, 2018) 

 
The territorial distribution of objects in this segment of the co-consumption economy is as follows: 25% of objects in 2018 
are located in Moscow, 32% - in St. Petersburg, 43%-in other regions of Russia (Figure 8). 

 
Fig. 8. Regional distribution of objects in the short-term rental sector of accommodation facilities in Russia, 

2018 (compiled by the authors according to RAEC, 2018) 

During the cavid-19 pandemic, there was a strong decline in domestic tourism, and the introduction of sanitary measures and 
restrictions on movement created unfavorable conditions for the development of the short-term rental sector of 
accommodation facilities. In 2020, the occupancy rate fell to 54-58% (Rbc, 2020a). Currently, there is a change in the market 
situation, the format of work and service to ensure the safety of the guests ' stay, which is an adequate form of adaptation of 
the sector to the changed situation. The implemented adaptation measures, as well as the reduction in the income of the 
country's population, will probably make this sector of the co-consumption economy more attractive to Russian consumers 
in terms of price, quality and safety than hotel accommodation (CSR, 2020). 

Conclusion 

A comparative analysis of the development of the collaborative consumption economy in Russia and other countries showed 
the existing lag of the country in the global space and the existence of a trend of catching up development, which is explained 
by the later arrival of sharing services in Russian society and the regional specifics. Nevertheless, in the period 2017-2020, 
the rapid growth dynamics of five sectors of the economy of shared consumption in Russia was revealed (C2C sales of things, 
services of private freelancers, carsharing, carpooling, short-term rental of accommodation facilities). The authors identify 
the factors that determine the nature of the development of the co-consumption economy in Russia: the concentration of 
consumer demand in megacities; the high level of Internet use by individuals and households; the uneven development of 
the transport system. In general, the analysis of the regional specifics of the development of the co-consumption economy 
sectors in Russia showed that in the period 2017-2019, there was a tendency to spread the services of the co-consumption 
economy to the regions and a corresponding reduction in the volume of transactions in the metropolitan region and Saint-
Petersburg. 
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For the further development of the co-consumption economy sectors in Russia, it is necessary to create institutional 
conditions (in accordance with the principle of achieving a balance between regulating the co-consumption economy and 
stimulating its development); implement a policy in the field of digital development and the formation of the digital 
infrastructure of Russian regions, taking into account information security; maintain a high level of trust between participants 
in this sphere of economic relations. In addition, the authors emphasize that during the cavid-19 pandemic, there was a 
transformation in consumer demand, creating prerequisites for more intensive development of the sectors of the co-
consumption economy. 
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Abstract  
 

The article presents a research study on the selected telematic device as an example of product innovation in the process of 

assessing physical parameters of professional footballers. The literature on the subject points out that one of the effects of 

innovation is competitive advantage. Many researchers point out that product innovation, physical parameters and sporting 

achievements are interrelated. One of the sports disciplines where such a relationship occurs is football. The assessment of 

physical parameters is considered to be a key factor in the training process that allows the assessment of the physical 

fitness of each player in relation to his position on the pitch. The article aims at carrying out a comparative analysis of the 

intensity of the game played by the players in two key positions—centre-backs and centre-forwards in normal match 

conditions. The study covered 174 players (98 centre-backs and 76 centre-forwards) from the German Bundesliga in the 

2019–20 winter season. The data was obtained using a telematic system—DFL Digital Sport cameras. The subject of the 

study was to evaluate a few key parameters in the process of managing physical abilities of professional footballers: 

number of sprints, number of high-intensity runs and total distance covered by the player. The study reveals that a 

telematic device may be used for off-line data collection, but also in the online process of assessing possibilities of physical 

formations and particular players on the pitch. The study may be used for a discussion on the use of product innovation 

with regard to data analysis related to physical ability management. Moreover, should players from both formations be 

involved in the same training process, or should the process be individualized in terms of speed/strength of preparation for 

the match? The results of the study may constitute a significant contribution to the development of professional R&D 

trainers.  

 

Keywords: product innovation, data, IT systems, human resource management. 

 

Introduction  
 

The literature on the subject points out that product innovation results from the process of developing a new product 

(Cooper, 2000; Calantone et al. 2010; Fritsch & Meschede, 2001). Although, in the literature there are many discrepancies 

with regard to the definition of product innovation, the authors unanimously agree that product innovation may lead to a 

competitive advantage and market success desired by all entities (Kim et al. 2020; Adams et al. 2019;Ayers et 

al.2001,Murmura et.al. 2021). One researcher points out that telematics is telecommunications, IT and information as well 

as automatic control solutions adjusted to the requirements of physical systems for which services are provided’, and tasks, 

infrastructure, organization, as well as maintenance and management processes resulting from these systems and integrated 

with them (Ragnedda, 2018). Without a doubt, the most important function of telematic systems is information 

management. This applies to its acquisition, processing, distribution along with transmission and application in various 

decision-making processes. Telematic systems and applications are designed for specific processes. The manager of the 

system sets priorities of actions that should be consistent with the adopted action strategy. The system operator—its owner 

or an entity entrusted with this function—deals with day-to-day operations of the system, taking into account priorities of 

actions adopted by the managing party. 
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For this reason, many researchers (Andriessen & Roe,1994; Goodyear & Bundon, 2021) point out that telematics is a 

response to the primary postulates of contemporary problems in management, includingplanning and decision-

making, organizing, leading,i.e. managing people, and controlling.  

Based on the above deliberations, one may hastily assume that telematics is a field dedicated only to specialist industries 

and specifically defined target groups. Observations of the market reality point out that telematic solutions may be applied 

in almost all fields. One of such examples—where more and more telematic applications are used—are professional 

football games. Additionally, numerous authors point (Kim et al.2019;Ferreira et al.2020) out that a currently noticeable 

trend in both club and national football is reaching for newer and newer product innovations. The goal of introducing all 

innovative products is the most effective management of human capital, i.e., footballers, and, at the same time, pointing out 

that the assessment of physical parameters is a key parameter in the training process, which makes it possible to evaluate 

each player's physical ability in relation to their position on the pitch.  

 

For many years the football world has held the opinion that the total distance run is the measure of the amount of work 

done by the players during the match (Williams, 2013; Kęsicki & Lewicki, 2017). A number of studies (Carling et. 

al.2008; Andrzejewski et al.2016; Abt & Lovell, 2009; Dellal et.al 2010) carried out in this regard, as well as advanced 

analyses, have made it clear that whether a player plays efficiently, or his work is efficient, depends, to a large extent, on 

what distance he can cover at the highest speed thresholds, how many times during a match he is able to perform in this 

way, and after what period of time from the high intensity effort he is able to repeat such an action. Therefore, following 

the results of the current research studies and trends in football ( Hoppe at.al 2015;Bradley et. al 2011; Bradley et. al 2016; 

Dellal et. al 2011, Akenhead et al.2013, Lewicki, 2020), it should be noted that it is extremely important how many times 

during a match a player performs work at the highest intensity—and not the distance he covers. Therefore, the quality of 

the run itself, the player’s dynamic nature—and not the number of kilometres he covers in general—is of fundamental 

importance. 

 

The literature (Bloomfield et al.2007; Taylor et al.2005, Siegle et al.2013;Wiemeyer, 2003) points out that not only does 

playing in different positions require basic football skills at different levels, but also different commitment to the game. 

The position on the pitch determines the intensity of the player's work in various situations. Naturally, players are 

distinguished by different values measured in different sectors of the pitch (Bush et al. 2015; Lago-Ballesteros & Lago-

Peñas, 2010) Therefore, it is necessary to have a device that would enable to conduct the assessment of their physical 

parameters—not only with regard to analysis and evaluation of archival data, but also in relation to the data concerning 

normal match conditions using IT and telecommunications devices available on the market. 

Bearing in mind the above research findings (Forster et. al.2001; Castellano et al. 2011; Ade at al. 2014; Kellis et al. 2006) 

what seems to be an important research problem is an analysis of the number of sprints and high-intensity runs performed 

by players in different positions during the match. Moreover, there is lack of such analyses and studies in the literature on 

the subject, which provides a reason for considering this issue in the context of product innovation in question.  

The methodology presented here is the basis for the adoption of boundary conditions and a targeted approach to present a 

comparative analysis of the intensity of a centre-back’s performance with a forward in front. The authors adopted the 

following theses:  

 

-  The average number of sprints and high intensity runs during the match differs significantly     between the two groups 

of players under study.  

-  The average total distance covered during the match is relatively similar in both cases.  

-  The position on the pitch is the factor that determines differences between the maximum and minimum values of the 

parameters under study for both groups of players. 

 

The aim of this publication is to discuss a telematic device as an example of product innovation in the process of assessing 

physical parameters of professional footballers, and, on the other hand, present such dependencies based on the analysis of 

the centre-backs’ performance, as well as the forwards, who played in the German Bundesliga in the 2018–19 season. It 

was not accidental that both positions were selected for the study. It should be noted that the centre-back’s work is 

primarily based on his playing in the defence, and the forwards’ performance is largely with regard to attacking the goal of 

the opposing team. What is important that players in these positions having the greatest influence on the match result. 

The article is organized as follows. Chapter 2 contains a detailed description of the research method. Chapter 3 describes 

the results of experimental research and their interpretation. Chapter 4, discusses the results achieved—indicating their 

limitations, practical application and future directions of research in this area. 
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Research approach 

Measures 
 

The following characteristics became the subject of the study: number of sprints, number of high-intensity runs and overall 

distance covered by the player. A sprint is understood as a situation in which a player runs for more than 2 seconds at a 

speed of at least 4 m/s, and also reaches a speed of at least 6.3 m/s during this run and maintains it for at least one second. 

If the player’s speed falls below 4 m/s, the next sprint can be recorded. An intense run is understood as a sum of sprints and 

high-speed runs made by a player during a match. A high-speed run is recorded if a player runs for more than 2 seconds at 

a speed of at least 4 m/s, and achieves a speed of at least 5 m/s during this run and maintains it for at least one second.  

 

Design and Procedures 
 

The analysed data was collected using a camera system by DFL Digital Sport. The cameras were placed under the roof of 

each stadium where Bundesliga matches were played in the 2019–20 season. The analysis covered each of the 34 fixtures. 

After each series of the games, the average values of the parameters were calculated for each player as well as for both 

groups, and then, on this basis, the average value of the characteristics for the whole season was calculated. The necessary 

condition that determined whether a player's performance in a particular game was included in the study was that he played 

the whole match in only one position. The results are in figure form presented in the Results section. 

 

Participants 
 

The survey covered 174 players (98 centre-backs and 76 forwards) in the German Bundesliga in the 2017–18 season. The 

average age of the defenders was 26.4 ± 3.9 and the forwards were 26.2 ± 3.8 years of age, whereas the average stopwatch 

height was 187.4 ± 4.7 cm and the forward’s height was 183.6 ± 5.7 cm. 

 

Analysis 
 

After the data obtained for the study had been entered into the spreadsheet, it was subjected to a statistical and substantive 

analysis. 

Results  

The analysis of the data showed that the average distance run by the defender during the season was 9.91 ± 0.6 km, 

whereas the forward’s distance was on average 10.43 ± 0.91 km, which is 5.25% more than for the average player in the 

defensive formation. The number of sprints for the centre-backs was on average 13.07 ± 4.89 per match, and for the 

forwards it was 23.86 ± 7.5 per match. This value is 82.56% higher than for the first group under study. As far as intense 

running is concerned, the centre-backs during one game in the period under study performed on average at a level of 43.32 

± 10.38, and the forwards by 50.23% more (65.08 ± 14.41). 
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Fig 1: Average distance, number of sprints and number of intense runs in the 2019–20 season 

Source: own study 
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Therefore, a much higher number of sprints and intense runs are on average covered per one kilometre by the forward 

during one game—2.29 ± 0.7 and 6.2 ± 1.11—than by the centre-back—1.32 ± 0.48 and 4.35 ± 0.9. The defenders who 

played at least 3 games held the highest average value of kilometres run during the season—11.07 ± 0.55 km— and the 

forwards held 12.41 ± 0.86 km. In the above comparison the lowest results for both groups were 8.6 ± 0.2 km for the 

defenders and 9.23 ± 0.4 km for the forwards.  Therefore, the difference between the highest and the lowest results in the 

context of the whole season turned out to be bigger for the forwards (3.18 km) than for the defenders (2.47 km). 
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Fig 2: Highest and lowest average number of sprints in the 2019–20 season 

Source: own study 

The difference between extreme values of the average number of intense runs in the season also turned out to be bigger in 

the group of forwards. For the attacking players it totalled 43 runs, whereas for the defenders it was 39 runs. The best 

values were held by the forwards (89 intense runs), and the worst by the defenders (46 intense runs). In the group of centre-

backs the highest average value in the season was 66 intense runs and the lowest values was 27. 

29
19 21

8

89

66

46

27

0

20

40

60

80

100

Best (striker) Best (defender) Worst (striker) Worst  (defender)

sprints no intense runs no

 

Fig. 3: The highest and lowest average number of intense runs in the 2019–20 season 

Source: own study 

Discussion and Conclusion 
 

Many researchers point out that product innovation means ‘putting more effective products on the market’—products 

which may provide customers with new or greater benefits. According to Griffii (2012), product innovation may be 

defined as a directed effort of an organization, made for the creation of new products or services as well as new 

applications for products or services that already exist. Theoretically, each change of any component at a particular level of 

the product results in a change of other dimensions, thus creating a new product. According to Koltler (2000), the basic 

criterion for regarding a product as new is when it is perceived as new in the consumer’s mind. Similar views are expressed 

by Kotabe and Helsen (2008). In the case of football, the consumers are sports clubs, i.e., coaches and players. As many 

researchers point out, the fundamental goal of every football team is to achieve the best sports results(Abrahams,2013). 

Theoretically, the introduction of an innovative product may, therefore, lead to a competitive advantage. Researchers agree 
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with the thesis promoted in the literature on the subject that modern coaches are expected to manage and use their 

resources in the most effective way, and in the case of a football team—players in particular formations( Kohe & Purdy 

2019). 

 

The literature on the subject (Rampinini at al.2009; Buchheit et al. 2010; Gabbett & Domrow,2007) points out that modern 

football imposes very high requirements on the player’s physical involvement in every match. The authors agree with the 

thesis advocated by other researchers (Largo et al. 2010; Taylor et al. 2010; Hewit, 2011) that players are forced to cover 

much longer distances during matches at a much higher running intensity than ever before. However, it should be 

remembered that several authors (Blomfield et al.2007; Siege et al.2013) have argued that the intensity will be quite 

different for players in different positions on the pitch, which is confirmed by our research results. 

 

Before the study, it was obvious that these positions differ with regard to the specificity of the game, the need to make 

different decisions on the pitch, or the necessity to have different football skills. The previous research studies 

(Andrzejewski et al. 20016;Bush et. al 2015; Castellano et al.2011) made it clear that the number of sprints made by the 

players in different positions may depend on the result of the match. This result can be a stimulus forcing certain patterns 

of behaviour on players (Andrzejewski et.al 2013). 

 

The analysis of the number of sprints and high-intensity runs made by the players in different positions during a match 

turned out to be an important—although previously ignored—research problem. The results of the research study presented 

in this publication confirmed the hypothesis that the average number of sprints and high intensity runs performed during 

the match was significantly different for both groups of players, although the average overall distance covered during the 

match was relatively similar in both cases, and that the position on the pitch proved to be a factor determining the 

differences between the maximum and minimum values of the parameters for both groups of players. 

 

The research shows that on average forwards run with a little more intensity than the centre-backs, but there is a significant 

difference in favour of more offensive players when it comes to sprints and high-intensity runs. It is therefore not 

surprising that on average the forwards performed a bigger number of the most engaging running actions than the 

defenders in relation to the distance covered in general. Based on this information, the authors ask the question whether the 

athletes representing both groups should participate in the overall training process or should this process be individualized 

in terms of speed/strength preparation for the match (Thomson et. al 2009) It should be remembered that the players from 

both groups should be prepared to cover similar total distances during a meeting, but at a completely different running 

intensity. For coaches this type of data may be a basis to determine the optimal game strategy based on the human 

potential. 

 

 It should be noted that the main task of the centre-backs on the pitch is to defend access to their own goal and the 

forwards’ task is to score. Therefore, there is a different tactical specification that must influence the intensity of the run. 

However, we cannot ignore the fact that the study covers a different number of centre-backs and forwards in the matches 

throughout the season. The basic setting preferred by the coaches was to play with two sweepers, but some coaches 

decided to play with three centre-backs. A different situation was in the case of forwards, where there were one to two 

forwards in the same team at the same time. The team formation, tactics chosen for the match, the time of ball possession, 

quality of the opponent's play—all these factors probably influenced the final results. On the basis of the analysis, it should 

be concluded that the above-mentioned dependencies may have a greater influence on the average running intensity of the 

forwards compared to the defenders. This conclusion results from the fact that in the group of forwards were greater 

discrepancies between the average extreme values of parameters than in the group of centre-backs, despite the fact that the 

group of defenders constituted a greater part of the research material. 

 

The quality of acquired data, and its general availability, are questioned by other researchers with regard to this telematic 

system used for measuring physical parameters of footballers. The widely held view in the literature on the subject is that 

such data is too general. However, according to the authors of the study, not only does the innovation of this product allow 

to carry out an online analysis of the physical parameters of the players from one team, but also of the opponent’s team. It 

is contrary to GPS systems, which only allow to assess individual players in particular formations, e.g., in a training mode. 

This system enables to assess entire formations in real match conditions, which—in the case of a dynamically changing 

situation on the pitch (players in an attacking or defence formation)—may be decisive in gaining an advantage and 

obtaining a favourable result. 

 

Today's football is a game in which three inseparable and interconnected components play an increasingly important role: 

product innovations, telematics and human resource management, and the assessment of physical parameters of 

footballers. Undoubtedly, the boundary between the world of science and sport has already been blurred. Nowadays, the 

individual players’ performance can be measured in different ways—that were not previously available—by breaking it 

down into prime factors and subjecting it to an in-depth analysis, which can help optimise training or match tactics (Foster 
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et.al.2001).Thanks to telematic solutions, a number of previously unanswered questions can now be answered. Because 

data analyses can show the players what they are unable to see—as this is not possible for the human eye—the information 

gathered with these devices can be helpful for them as a result of identifying each player's individual physical abilities in 

relation to their position on the pitch (Gleeson & Kelly,2020).  

 

Research has shown that the possibility of using telematic devices in the form of match cameras in the online process of 

measuring parameters including number of sprints, number of high-intensity runs and total distance covered by a player. 

Certainly, it will be necessary to carry out research studies and analyses comparing the acquired data with other innovative 

products on the market, as well as systems based, among others, on GPS technology. It does not change the fact that the 

use of these two innovative products may lead to a synergistic effect with regard to R&D, constituting a significant 

contribution for professional trainers. 

 

To sum up, the study on the selected telematic device—as an example of product innovation in the process of assessing 

physical parameters of professional footballers—does not fully exhaust the essence of the issue, but is only an attempt to 

signal the complexity of the issue under study. It only points out to new applications of the already existing technological 

solutions in the field of developing modern methods of measuring the efficiency and physical fitness of players in 

particular positions on the pitch. 
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Abstract 

 
This paper presents preliminary conclusions resulting from a survey conducted in Poland at the end of 2020 on a 

representative research sample of 1500 respondents using the computer-assisted web interview method. The aim of survey 

was to outline the potential economic and non-economic motivations for changes in the place of residence and to examine 

the opinions on the phenomenon of suburbanization, and the impact of the pandemic situation on the issues connected with 

suburbanization processes. Implications of Covid-19 epidemic on public transportation, housing management and 

preferences as well as on service sector are investigated. Preliminary results of survey shows that the COVID-19 pandemic 

does not seem to be a factor radically influencing the housing preferences in Poland, while long-term stay at home has 

resulted rather in an appreciation of the current place of residence. Significant challenges have arisen for the local 

communities and in the sphere of housing and transport, both in urban and rural areas, as well as in areas subject to intense 

suburbanization processes. The demand for traditional transport services has decreased and it has been partially replaced by 

the demand for services related to the physical delivery of goods to the place of residence. The greater role of locality gives 

room for the development of services at the micro level, addressed to a relatively small group of consumers. 

 

Keywords: Suburbanization, Covid-19, Housing, Public Transport. 

 

Introduction 

 
The outbreak of the Covid-19 epidemic had a significant impact on the actions of the officials managing many spheres of 

public life. It can be expected that one of the processes that will be influenced in the long term is suburbanization and the 

challenges it entails. The process of suburbanization, which has been taking, according to Kruse and Sugrue (2006), place in 

metropolises since the 1950s, is undergoing, in the face of the epidemic, at least significant modifications if not revolutionary 

changes resulting both from the consequences of a sudden shift to online work, as well as a drastic limitation of mobility and 

a shift in the manner of realization of many needs to the local or even home level. This article presents preliminary 

conclusions that may be useful for managers of suburbanization processes, resulting from a survey conducted in Poland at 

the end of 2020 on a representative research sample of 1500 respondents using the CAWI (Computer-Assisted Web 

Interview) method, under the project New model of urbanization in Poland - practical implementation of the principles of 

responsible urbanization and the compact city (NEWURBPACT). The aim of the quantitative study was to outline the 

potential motivations for changes in the place of residence and to examine, on the basis of the hypotheses and assumptions 

already existing in the research circulation (Marshall&O’Flaherty, 1987; Mieszkowski&Mills, 1993; Belec, Harris&Rose, 

2018)  and developed within the project, the opinions on the phenomenon of suburbanization, and the impact of the pandemic 

situation on the issues connected with suburbanization processes. Although many publications on the social aspects of 

COVID-19 have already been released (among other: Narware, 2020; Feel at al., 2020) , they usually concern the assessment 

of the economic or psychological consequences of the pandemic and, to a limited extent, translate into the possibility of 

applying conclusions to the current management of urbanization processes or spatial design. However, the questions in the 

survey provide important premises both for self-governments and local authorities in areas such as housing or public 

transport, as well as for entrepreneurs, in particular in the housing industry (saturation with services, willingness to change 

the place of residence or build a holiday home). 

 

Covid-19 implications for public transport managers 
 

The unprecedented social situation influenced changing the preferences of residents in the field of transport services. On the 

one hand, due to the long-term stay at home, the demand for transport in general decreased, on the other hand, the limitation 

of public transport was both resource-related (fewer places available) and demand-driven. This is reflected in the answer to 

the question about changing the way of movement in the period before and during the pandemic. As shown in Table 1, the 

main change concerned the decrease in demand for public transport services and the increase in the frequency of car use. It 

should be noted, however, that this was not a symmetrical shift - the frequency of car use has increased to a lesser degree 

than the use of public transport has decreased, probably due to a general decrease in the demand for travel. Nevertheless, 
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from the point of view of transport system managers, this implies the need to maintain or even increase investments in road 

infrastructure (more vehicles in total), with the simultaneous possibility of temporarily limiting new investments in vehicles 

and public transport systems. 

Table 1 

Taking into account September 2020, how has your frequency of moving in a particular way changed 

compared to September 2019 (excluding holiday trips)? In September 2020 I was moving: 

  bicycle car public transport on foot 

Definitely less often 8% 6% 21% 6% 

Less often 11% 9% 16% 12% 

The same 41% 49% 30% 55% 

More often 9% 13% 4% 13% 

Definitely more often 5% 10% 3% 9% 

Not applicable 25% 13% 26% 4% 

     

Source: own survey (n=1500) 

 

Covid-19 and Housing Management 
 

The pandemic also changes the perception of the current place of residence, increasing or creating pressure on housing 

managers. This change may result from aspects related to the perception of the place of residence, such as safety and 

probability of infection, but also the possibility and ease of adaptation to changes forced by the epidemic. Another important 

factor is the possibility of substituting those elements of pre-pandemic social life (Kalabihina, 2020), which, as a result of 

the pandemic, were severely limited, such as the possibility of practicing sports, tourist trips, education or broadly understood 

social contacts. Therefore, one might be somewhat surprised by the results of the research presented in Table 2, which 

indicate that in the face of the pandemic, over 5 times more people found their current home more attractive in comparison 

to those who perceive their place of residence during the pandemic as less attractive. It can be expected that the improvement 

in the assessment of the place of residence is associated with those features that have become more pronounced in the face 

of the pandemic, such as limited contact with the environment, availability of electronic communication tools or equipment 

enabling independent functioning, while the importance of such features as transport accessibility, proximity to the 

workplace or education have decreased. If these changes are permanent and even if they only affect some residents, they 

may entail increasing pressure on property managers and local authorities to focus on such elements of the housing system 

as the availability and reliability of communication systems (especially internet access), access control and security at the 

place of residence (monitoring, etc.) and other elements whose importance increases in connection with long-term stay at 

home (e.g. increased waste management capacity, access for courier and delivery companies). At the same time, some of the 

elements of the system that have so far determined many housing decisions, such as the proximity and availability of public 

transportation or educational units, are becoming less important. It is worth noting that among the factors determining the 

decrease in the attractiveness of the place of residence, the respondents mentioned primarily the sense of risk of infection, 

lack of access to a garden or balcony and an excess of household members in relation to the living area. In turn, the factors 

improving the attractiveness of housing during the pandemic were primarily access to green and recreational areas, not fully 

specified low risk of infection, a balcony or a garden, sufficient space for everyday life, work and education, and at the same 

time access to services and offices. Some people also indicated that the place has become more attractive in the face of less 

frequent commuting.  

 

Table 2 

Looking through the prism of the ongoing Covid-19 coronavirus 

pandemic, does your current place of residence seem more or less 

attractive than before the pandemic? 

More attractive 27% 

No change 68% 

Less attractive 5% 

Source: own survey (n=1500)  
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Covid-19 and the Services Sector 
 

The COVID epidemic has reevaluated not only the perception of the place of residence and influenced the organization of 

work, education with all related aspects. It has also resulted in a change of the way certain services are delivered, which is 

particularly important in sparsely populated areas outside city centers. These changes concern, to a lesser extent, rural areas, 

the inhabitants of which, by nature, must be more self-sufficient, and some of their needs are met through the symbiosis of 

the household with a micro or small agricultural enterprise. On the other hand, the fundamental change affects mainly 

suburban areas, where the availability of services has so far been limited, as some of the needs were satisfied by the 

inhabitants during their frequent visits to the city, related to professional activities, education or other reasons for regular 

trips to the city. Table 3 concerns the perception of changes in the availability of individual types of services as a result of 

the epidemic. There is an evident deterioration in the availability of both cultural services (these institutions in Poland have 

practically ceased to function in the traditional sense), and above all in the field of healthcare. This assessment may result 

from both the concentration of health services on the fight against infections as well as the reduction in the availability of 

such services due to safety requirements, or perceiving as inferior of those forms of provided health services that have become 

more important as a result of the epidemic (telemedicine, contacts with physicians via communicators). On the other hand, 

respondents noticed positive changes in services related to personal delivery, be it the delivery of various types of goods or 

food, although the scale of these positive changes is weaker than the strength of negative changes in the previously mentioned 

areas of services that experienced a regression as a result of the pandemic. The field in which respondents experienced the 

greatest improvement is the physical delivery of various types of goods, most often ordered within e-commerce, which is 

consistent with various assessments indicating this area of activity as the main beneficiary of the pandemic situation (Daly, 

Garcia&Bjorklund, 2020).  

 

Table 3 

In your opinion to what extent the availability or offer of the following services in your immediate 

vicinity has changed as a result of COVID-19? 

  

Gastronomy and 

food delivery 

Culture Healthcare Parcel 

lockers and 

pickup 

Shopping and 

delivery 

It has improved 

significantly 12% 2% 2% 16% 7% 

It has improved a little 19% 4% 3% 19% 16% 

It has remained unchanged 54% 40% 27% 57% 66% 

It has deteriorated a little  10% 27% 27% 5% 7% 

It has deteriorated 

significantly 6% 26% 42% 3% 5% 

Source: own survey (n=1500) 

 

The Impact of The Epidemic on Housing Decisions 
 

The relatively high acceptance of the current place of residence, and even the appreciation of its subjective value described 

in the previous section (Table 2), will also impact future decisions regarding the change of the place of residence or the 

purchase of a recreational or holiday property. The percentage of people who intend to change their place of residence as a 

result of the epidemic or are willing to buy an additional property (Tables 4 and 5) is very close to the percentage of 

respondents who considered their current place of residence unattractive in the face of the pandemic. However, such decisions 

are of a long-term nature and result not only from health or safety-related motivations, but above all are limited by budget 

constraints. Perhaps the factor causing the relative increase in the attractiveness of the current place of residence is the relative 

ease of adapting it (at least for a part of the population) to working remotely. The possibility or even the necessity of such 

an adjustment was indicated by 29% of the respondents. In this context, the effect of the pandemic will be a growing, and 

probably accepted by both parties, tendency to telework - also beneficial for employers in view of the possibility of significant 

cost reduction. On the other hand, the described perception of the place of residence in the context of the pandemic may 

result in a reduction or at least a change in the nature of the demand for housing, where the location itself will play a smaller 

role, whereas a technical adaptation to the emerging new work model will be deemed as more important. In addition, the 

research also shows that in the opinion of the respondents, the countryside is more attractive to live in during the pandemic, 

probably due to the lower density and the possibility to move about more freely. 
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Table 4 

 

The coronavirus has made me consider changing my place of residence - 

to what extent do you agree with the following statements 

I strongly agree 4% 

I would rather agree 6% 

Neither do I agree nor disagree 15% 

I would rather disagree 20% 

I strongly disagree 55% 

Source: own survey (n=1500) 

 

Table 5 

 

The coronavirus has made me consider purchasing a recreational plot - to 

what extent do you agree with the following statements 

I strongly agree 4% 

I would rather agree 7% 

Neither do I agree nor disagree 16% 

I would rather disagree 20% 

I strongly disagree 53% 

Source: own survey (n=1500) 

 

Conclusions 
 

In the context of the conducted research, the COVID-19 pandemic does not seem to be a factor radically influencing the 

housing preferences of the Polish society. On the contrary, for a significant part of the population, long-term stay at home 

has resulted in an appreciation of the current place of residence. Nevertheless, as a result of the pandemic, significant 

challenges have arisen both for the managers of locations inhabited by citizens and in the sphere of housing and transport 

(Wielechowski at al.2020). They are of a similar nature both in urban and rural areas, as well as in areas subject to intense 

suburbanization processes. The demand for traditional transport services has decreased and it has been partially replaced by 

the demand for services related to the physical delivery of goods to the place of residence; this phenomenon is important for 

infrastructure managers causing a partial paradigm shift in terms of access to real estate, forwarding of parcels, etc. The 

greater role of locality gives room for the development of services at the micro level, addressed to a relatively small group 

of consumers or local communities (Lai at al.2020). The awakening of loyalty and attachment to the use of these services 

may in the future result in the formation of fruitful long-term relationships in this regard, as the outbreak of the pandemic 

has clearly weakened the tendency to seek and change the place of residence, which may also limit the suburbanization trend 

visible in Poland in recent years (compare: Koj, 2020). These and other issues should be subject to further research over time 

and in the face of the possible weakening of the pandemic situation, because it is difficult to determine to what extent they 

will be permanent, and to what extent they are only a short-term phenomenon. It would also be interesting to conduct 

comparable research in a comparative international perspective, both in countries with similar advancement of 

suburbanization processes and those at other stages of this phenomenon.  
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Abstract 

 
The research was aimed at checking the relationship between the size of the fund and its performance. The research was 

carried out on the basis of a linear and quadratic regression model, also taking into account lagging variables. The added 

value of the work is the research carried out in the initial phase of the pandemic for the Polish market using non-classical 

indicators based on VaR. The research also took into account the division into groups according to the size of the fund, for 

which the points of division were quartiles. One-way ANOVA was used to test the differences between the results of large 

and small funds. The results show a linear relationship between the size and performance of equity funds. Bond funds, in 

turn, are characterized by greater heterogeneity of results within the studied groups. 
 

Keywords: fund size, value at risk, performance indicators, investment funds  

 

JEL: C51,G11,G23. 

 

Introduction  

 
For over twenty years, open-end investment funds have been important participants in the financial market in Poland. The 

first investment fund, called a trust fund, was established in 1992. Since then, there has been a huge development of this 

form of investment. The various types of funds available on the market allow the investor to invest excess assets within his 

propensity to risk.  

 

In times of various economic turmoil or uncertainty on the financial markets, investing in stocks, which is still a high-risk 

investment, often exceeds the level of the investor's ability to bear risk. Therefore, in times of uncertainty, less risky 

investments are often chosen. These include, for example, bond funds. On the other hand, it is well-thought-out investing 

in assets such as stocks that gives you the opportunity to obtain a high rate of return. There are companies which, in times 

of turmoil, benefit greatly from it, increasing their profits.  

 

The research concerns equity funds and bonds in the financially uncertain period, which is the beginning of the pandemic, 

i.e. in the period from March 1 to September 30, 2020. Their effectiveness was taken into account here. It was related to 

the size of the fund measured by the net asset value. Research by Żebrowska-Suchodolska and Karpio(2020) shows that 

the investment policy of equity funds is mainly based on following the stock exchange index. In times of turbulent 

economic conditions, such behavior is not very good. Rather, you should choose assets that have a high growth potential in 

pandemic periods. Research on Polish equity funds also shows that large funds do not have market timing properties, 

which is especially needed in the period of uncertainty. The purpose of the research is to test the relationship between the 

size of the fund and its performance during a pandemic. In the research, a regression model was used, where the variables 

were net asset value and performance indicators based on the value at risk. Indicators such as RmVaR and mRVaR were 

used for this.  

 

Research Review  
 

When investing in funds, their effectiveness is an important element. However, it is investigated on the basis of historical 

data that need not be repeated in the future. Therefore, attempts are made to look for factors that may influence the 

achievement of good results of funds, as their existence may also ensure better results in the future. Such factors include, 

among others the size of the fund. It is a kind of reflection of the fund's popularity and perception on the market. In the 
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literature, there are studies that indicate the negative impact of the size of the fund on its results. Such dependencies were 

found, among others, by Ammann and Moerth (2005) for hedge funds. Additionally, they indicated that larger funds 

achieve even worse results than smaller funds. Becker and Vaughan (2001) found that as the fund increases in size, it 

becomes more difficult to get in and out of positions. Chen et al.  (2004), when conducting research for American equity 

funds, indicated a decline in fund performance along with an increase in its asset value. This ownership is stronger in the 

case of those funds with less liquid assets in their portfolio. Similarly, Yan (2008) points to the existence of an inverse 

relationship between the size of the fund and its performance due to the liquidity of the assets in the portfolio. Pollet and 

Willson (2008) point out that funds as their size increases do not try to diversify the portfolio, but acquire even more assets 

they already have.  

 

While examining the size of the fund and their results, Brennan and Hughes (1991) and Tang et al.(2012) noticed the 

formation of the relationship in the shape of an inverted U letter. Indro et al.(1999) indicate that after exceeding the optimal 

size, the relationship between fund and its performance becomes negative. Ammann and Moerth (2005) report similarly. 

The quadratic relation was indicated by Bodson et al.(2011).  

 

In the literature on the study of the relationship between the results of the funds and its size, one can also find such studies 

that indicate a positive relationship. Such results were observed, for example, by Holmes and Faff (2007) for the Australian 

funds market or by Gharghori et al.(2007) researching U.S. funds. Also Amenc and Martellini (2004) obtained similar 

results for hedge funds. The obtained result was justified, among others, by different investment style used by this type of 

fund. Liang(1999), examining the linear relationship between the size of the fund and its performance, found that as the 

size of the fund increases, so does its performance.  

 

One can also find studies that indicate no significant relationship between the analyzed values. Such conclusions were 

drawn, for example, by Dellva and Olson (1998) or Ferreira et al.(2012). Gregoriou and Rouah (2002) obtained similar 

results for hedge funds.  

 

In Polish literature, these issues were dealt with by Białkowski and Otten or Filip. Białkowski and Otten (2011) 

constructed regression models using Carhart measures for the data from 2000-2008. Their results indicated that there is a 

significant relationship between management effects and the size of funds. Filip (2017a) dealt with this issue in several 

aspects. One of his studies concerned short-term dependencies for domestic equity funds in the period 2000-2015. The 

research was conducted, among others based on a quartile regression model. The fund's efficiency was tested using the 

Sharpe's, Jensen's and alpha from the Jensen's model. Research showed that the obtained results were not significant. Filip 

(2017b) also conducted other studies for the same research period. For equity funds, mixed funds, bonds and the money 

market, he used a quadratic regression following Bodson et al.(2011). As measures corresponding to the results of the 

funds he used the Sharpe's, Jensen's and alpha from the Jensen's model. He showed insignificant significance of the results 

using the linear regression method. The results also found to be different for each type of fund.  

 

The pandemic situation forces the continuation of research on the impact of the size of the fund on its result. In such 

periods of great uncertainty, and hence volatility, the relationship between the results and the size of the fund may be 

completely different. Therefore, in the following paper, an analysis of these relationships will be carried out. A regression 

model was adopted for the research, in which the variables were the value of net assets and ratios based on the value at 

risk. The use of indicators based on value at risk is the author's own contribution here. The conducted research will allow 

to provide investors with indications regarding the appropriate selection of funds. 

 

Characteristics of the Polish funds market  

 
Mutual funds have been a permanent element of the capital market in Poland for twenty-eight years. In order to have a 

picture of the fund market in Poland, its characteristics will be presented over the period of five years, i.e. 2015-2019. The 

year 2020 is not included here, as at the time of writing the paper, data for the end of the year was not available yet. Their 

basic division is the classification into: open-end funds, closed-end funds and specialist open-end funds. At the end of 

2019, there were 57 societies in Poland that managed 1.391 funds and sub-funds (Table 1). Closed-end funds accounted for 

the largest share among all funds. Closed-end funds accounted for over 44% of the existing funds in 2019. Their 

percentage share has decreased since 2016 from 56.40% to 44% in 2019. In 2019, specialized open-end funds came second 

in terms of the number of funds and sub-funds, followed by open-end funds.  

 

 

 

 

 

 

Table 1. Number of investment funds and investment funds (data for the fourth quarter of the year). 
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 2015 2016 2017 2018 2019 

Number of TFI 58 61 63 61 57 

Number of funds and 

sub-funds 

1238 1376 1376 1306 1391 

-open-end 304 328 334 326 327 

-specialized open-end 

funds 

243 272 294 301 450 

-closed-end 691 776 748 679 614 

Source: own study based on the NBP. 

 

The number of funds did not exactly translate into their net asset value (Table 2). It depends both on the valuation of assets 

included in the fund's portfolio and the number of fund participants and shareholders. Taking into account the specificity of 

specialized open and closed funds, their percentage share should be higher. In the case of closed-end funds, their net asset 

value in 2019 amounted to PLN 143 billion, which accounted for 46.89% of all net assets. The highest value of closed-end 

funds 'assets was in 2017, taking into account the five-year period under consideration, but the percentage share of closed-

end funds' assets was the highest in 2016 (then it was 53.09%). In 2017, the value of net assets was also the highest in the 

case of specialist open-end funds. Their percentage share in the total value of assets was, however, at a similar level of 17-

18% throughout the entire five-year period. In the case of open-ended funds, the highest value of net assets among 2015-

2019 was PLN 110 billion in 2019. The percentage share of open-end funds' assets was also the highest this year and 

amounted to 36.07%. 

 

Table 2. Value of net assets of investment funds (in PLN billion), data for the fourth quarter of the year 

 

 2015 2016 2017 2018 2019 

FIO 83 82 97 102 110 

SFIO 50 47 54 50 52 

FIZ 140 146 152 142 143 

together 267 275 303 293 304 

 

It is also worth looking at how the net asset value in the case of open-end funds is broken down into individual types of 

funds (Table 3). The highest value of net assets was attributable to debt securities funds, which in 2019 accounted for 

70.02% of the value of open-end funds. Over the five years under consideration, the value of these funds increased each 

year up to PLN 76.70 billion in 2019. Equity funds were next in terms of net asset value. The net asset value of equity 

funds remained at a similar level (over PLN 16 billion), except for 2017. The total share of equity funds and debt securities 

in the fourth quarter of 2019 amounted to 85.40% of the value of open-end funds. 

 

Table 3. Value of net assets of investment funds with a breakdown by type (in PLN billion), data for the fourth 

quarter of the year 

 

FIO 2015 2016 2017 2018 2019 

shares 16.28 16.32 20.04 16.85 16.85 

mixed 7.09 6.39 7.25 6.21 4.91 

debt securities 45.69 46.61 52.83 64.82 76.70 

stable growth 8.72 8.06 10.64 9.20 7.65 

others 4.38 4.06 4.93 4.98 3.43 

 

Data and Research Methodology 

 
The research focused on those funds with a small large share in the market of open-ended funds, i.e. bond and equity 

funds. This choice was also dictated by the fact that these funds are at two different ends of the risk scale. The funds 

selected for the research were those which existed on the market at least a year earlier than the adopted research period. In 

this way, they wanted to avoid the occurrence of the new funds effect, as it could give wrong conclusions regarding the 

analyzed relationship. Research for the Polish market shows that the average relative rate of return of the funds is higher 

than the rates of return of the WIG index in the first 12 months from the fund's establishment (Dawidowicz, 2017). 

Therefore, 52 equity funds investing on the Polish market and 17 short-term debt funds investing mainly in treasury bonds 

were used for the research. The research was aimed at verifying the following research hypothesis:  
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Hypothesis I:  

 

HI,0: The size of the fund has no bearing on the performance of the investment.  

HI,1: The size of the fund affects the performance of the investment. 

In order to make the results more detailed, within a given type of funds, four groups have been divided according to the 

value of the fund size quartile. In this way, they wanted to check whether the average values of the effectiveness 

coefficients differ between groups. For this purpose, the following hypothesis was put forward:  

 

Hypothesis II:  

 

HII,0: the average values of the coefficients of effectiveness are equal in all groups  

HII,1: at least one average performance factor value is different from the others 

Investment effectiveness measures are most often divided into classical and non-classical. This division results both from 

the required existence of normality of the distribution of the examined series and from a different understanding of 

investment risk. Classical measures assume that the distribution complies with the normal distribution, and as a risk they 

take into account the standard deviation. The most frequently used measures are the Sharpe, Treynor and Jensen ratios. 

Non-classical measures do not require meeting the assumptions of the existence of a normal distribution, and they 

understand the risk in the context of the investor's financial loss. One type of non-classical indicators are those based on 

Value at Risk (VaR). Value at Risk is the value of the expected loss that will be achieved and not exceeded with a certain 

probability. One of the methods of VaR estimation is the variance-covariance method. Value at Risk, assuming a normal 

distribution, is then expressed by the following formula (Jorion, 2006): 

 

��� = −(�� + 
�),           (1) 

where ��-mean of the distribution of returns, z-negative quantile of the normal distribution, σ -standard deviation of the 

rates of return. 

The modified Reward to Value at Risk (mRVaR) or Reward to modified Value at Risk (RmVaR) measure is based on the 

value at risk. The modified Reward to Value at Risk indicator was proposed by Alexsander and Baptista (2003) It is the 

quotient of the rate of return above the risk-free rate to the value at risk plus the risk-free rate. So it has the following 

notation: 

 

���� =
�����
������

           (2) 

where �� -risk-free rate. 

Another indicator is Reward to modified Value at Risk (RmVaR). It is a modification of the Sharpe ratio in which the 

standard deviation is replaced by the modified value at risk. The RmVaR ratio is represented by the following formula 

(Bacon, 2000): 

 

���� =
�����
����

            (3a) 

Modified Value at Risk is based on the Cornish-Fisher formula, in which risk is determined using standard deviation, 

skewness and kurtosis. It is described by the following formula (Bacon, 2000)  

��� = �� + �
 + �
���

���� + �
�!��

"�#��$ − �
"��%�

"�&�� %'�        (3b) 

where  A -skewness, K-kurtosis. 

To verify the hypothesis I, linear and quadratic regression models were used. Regression is used to model the relationship 

between variables. In order to examine the impact of the fund size on its performance, the following linear regression 

model was developed:  

()*,, = �- + ��./01 *,, + 2*,,          (4) 

where ()*,, -average value of the investment efficiency ratio for group A in the i-th month, 01 *,, -average group size 

defined by its net asset value in month i. 

In order not to complicate the determinations, the parameter estimators will be marked with the same symbols as the 

structural parameters. 

 

The coefficient subject to interpretation is the parameter a1, which is the assessment of the structural parameter of the 

model (4). Its significance is particularly important here and indicates the sensitivity of the fund's performance to changes 

in its size. With a positive value, the sensitivity will move in the same direction, while with a negative value -in the 

opposite direction. The coefficient of determination R2 will inform here what percentage of the total variability of the 

dependent variable is explained by the model. 

 

Hypothesis I will be verified using the test statistic 345 =
��

6(��)
.  The value of the statistic compared with the critical value 

read from the Student's t-tables for the adopted significance level alpha and n-2 degrees of freedom is the basis for 
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rejecting the null hypothesis that a1=0 when the statistic value is greater than the critical value. After Bodson et al.(2011), 

who found that linear regression may not be sufficient, a quadratic regression model was also adopted for research:  

(), = �- + ��./01 , + �%(./01 ,)% + 2,  
        (5) 

It should be noted that the variable with the a2 coefficient is squared, so a positive value of the coefficient indicates the 

impact of the fund's size on the change of its performance, regardless of whether the variable is positive or negative. 

 

In order to consider also the possibility of the existence of a relationship between the variables from earlier periods, linear 

and quadratic regression models taking into account lagged variables were also considered. They were as follows: 

()*,, = �- + �#./01 ,�� + 2,           (6) 

(), = �-+�#./01 ,�� + �7(./01 ,��)% + 2,        (7) 

where ()*,,�� -the average value of the investment efficiency ratio for group A in the month i,, 01 *,,�� -the average 

value of the investment efficiency ratio for group A in the month i-1, ln  -natural logarithm.  

 

The use of lagging variables in the linear and quadratic regression model can be found, among others, in Clare et al. (2015) 

or Robu and Sandu (2011), the latter testing the model in version (6). 

 

In order to verify hypothesis II, funds of a given type were divided into 4 groups, where the points of division were the 

quartile values determined for the value of net assets. Then, one-way ANOVA was used to check whether the difference 

between the results of small and large funds is statistically significant. At the same time, a null hypothesis was made that 

the mean values of the indicators are equal for all groups against the alternative hypothesis that at least one value differs 

from the others. The test is the F statistics (Aczel, 2006). 

 

Research Results  

 
For the daily values of participation units, monthly average values of indicators based on value at risk were determined. 

The WIBOR 1M interbank rate was assumed as the risk-free rate. Monthly net asset values were also adopted for the 

research. The values of statistics on the size of equity funds investing on the Polish market and (treasury) bonds in the 

period from March 1, 2020 to March 30, 2020 are presented in Table 4. 

 

Table 4. Descriptive statistics of the size of funds for equity and bond funds 

 

Fund size Equity funds Bond funds 

average 166 804 316.27 667 939 751.28 

median 90 138 407.30 210 458 911.50 

standard deviation 201 629 444.30 882 040 893.60 

kurtosis 2.41 0.99 

skewness 1.83 1.50 

minimum 698 992.98 17 373 147.74 

maximum 881 007 828.51 3 251 340 555.27 

 

The average size of the equity fund was PLN 166.80 million. However, the differences in the size of the fund are very 

large. This is evidenced by a large range, standard deviation and the coefficient of variation exceeding 120%. The standard 

deviation also exceeds the mean value. A large number of outliers results in large discrepancies between the mean and 

median scores. The performance for bond funds is even more mixed. The standard deviation is greater than the average 

fund size and the average is more than three times the median. However, the distribution here is closer to the normal 

distribution than in the case of equity funds. Such a large variation in the size of equity funds and bonds gives the basis for 

an attempt to verify the hypothesis regarding the impact of the size of the fund on its result. For this purpose, the values of 

the efficiency indicators, ie mRVaR and RmVaR, were determined. They were the basis for estimating the parameters of 

linear and quadratic regression models (4)-(7). The results are shown in Tables 5 and 6. 

 

Table 5. Results of regression models(where performance indicator is mRVaR). 

 

Model  Equity funds Bond funds 

(4) a0            -4.3915 0.1724 

             (11.8038) (9.4702) 

 a1             0.2356 -0.0144 

               (0.6236) (0.5003) 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

364



 

 

 F 

R2 

             0.1428 

             0.0278 

0.9781 

0.0002 

(5) a0             -4.3915 0.1724 

              ( 11.8038) (9.4702) 

 a1      0 0 

 a2               0.1178 -0.0072 

                (0.3118) (0.2502) 

 F 

R2 

              0.1428 

               0.0278 

0.0008 

0.0002 

(6) a0 20.8483*** 10.0084 

                 (3.4036) (8.7948) 

 a3 -1.0966*** -0.5335 

                     (0.1799) (0.4648) 

 F 

R2 

    37.1602*** 

               0.9028 

1.3174 

0.2478 

(7) a0              13.9432 
 

30.2129 

                (9.1428) (22,8655) 

 a3                 -1.4516* 0.5052 

                (0.4721) (1.1806) 

 a4              0.3592 
 

-1.0511 

                (0.4383) 
 

(1.0961) 

 F 

R2 

                17.3916** 

              0.9206 

1.1053 

0.4242 

*, **, *** the rejection of the null hypothesis was marked at the significance level of 0.1; 0.05; 0.01. 

 

Table 6. Results of regression models(where performance indicator is RmVaR). 

 

Model  Equity funds Bond funds 

(4) a0                -3.7222                  -2.6879 

                 (11.8740)                   (1.7206) 

 a1                  0.2005                   0.1412 

                   (0.6273)                   (0.0909) 

 F 

R2 

                0.1022 

                 0.0200 

                  2.4133 

                   0.3255 

(5) a0                 -3.7222                    -2.6879 

                  (11.8740)                     (1.7206) 

 a1         0              0 

 a2                 0.1003                      0.0706 

                  (0.3137)                       (0.0454) 

 F 

R2 

               0.1022 

               0.0200 

                      2.4133 

                      0.3255 

(6) a0 21.2208***                      -0.9614 

               (3.8086)                       (1.8052) 

 a3 -1.1161***                        0.0503 

                 (0.2013)                        (0.0954) 

 F 

R2 

30.7434*** 

              0.8849 

                       0,2782 

                       0.0650 

(7) a0             12.7373 -9.8776** 

               ( 9.9926)                       (2.5916) 

 a3             -1.5523*                     -0.2613 

             (0.5159)                     (0.1338) 

 a4           0.4413                       0.3904* 

           (0.4790)                     (0.1242) 

 F 

R2 

          15.2157** 

        0.9103 

                    7.6715* 

                   0.8365 
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In the case of equity funds, in the linear regression model (4), the variables turned out not to be statistically significant. At 

the same time, the size of the fund does not significantly affect its performance. Also the R2 coefficient indicates the wrong 

form of the model due to the small adjustment of empirical data to real data. The situation is different when the fund size 

from the previous period is taken into account (model 6). The F statistic indicates a strong overall significance of the 

studied variables (at the level of 0.01). The fit factor here is also at the level of 88.49%. However, this dependence is 

negative. Thus, as the fund grows, its performance deteriorates. For bond funds, no linear relationship was observed 

between the size of the fund and its performance. Models (4) and (6) had small values of the matching coefficient. The 

values of a1 and a3 were statistically insignificant, but their values differed in sign depending on the measure of 

effectiveness used.  

 

In the case of quadratic regression, a weak relationship can be noticed between the examined variables for equity funds, it 

is only noticeable in the model (7), for lagging variables. However, it is difficult to call this relationship quadratic, because 

the coefficient at the highest power is not statistically significant. The dependence here boils down to a linear one, and 

adding a new variable only affects the higher R2. For bond funds, the variables in the model(7) are statistically significant 

at the significance level of 0.1 for one of the measures (RmVaR). Therefore, it is difficult to draw a general conclusion 

about the existence of a quadratic relationship on this basis. In order to investigate possible dependencies between the 

results, the funds were divided into four groups. The breakpoints were the values of the quarter and the size of equity and 

bond funds. One-way Anova was used to verify hypothesis II. The results of the F-statistics are presented in Table 7. 

 

Table 7. One-way ANOVA verification results 

                      F p-value 

Equity funds,mRVaR                           0.0280                                        0.9935 

Equity funds,RmVaR                           0.0454                                        0.9869 

Bond funds,mRVaR                               12.5446*** 3.92E-05 

Bond funds,RmVaR                              3.3643**                                       0.0352 

 

In the case of equity funds, hypothesis II was verified positively. There were no significant differences between the results 

of the funds from individual groups as measured by the values of the mRVaR and RmVaR performance indicators. they 

were no different. More diverse results turned out to be in the groups of bond funds. The smallest group achieved the worst 

results, and the next largest group achieved the best. However, the size was not decisive here, as shown by the results of 

the verification of models (4)-(7). Therefore, other factors that influenced these results should be indicated. In the case of 

the smallest funds, one can speak of a lack of economies of scale. For the remaining results, the problem may be more 

complex and dependent on the effect of many factors. 

 

Conclusions  

 
The aim of the research was to check the relationship between the size of the fund and its performance. Polish equity and 

bond funds during the pandemic were accepted for the research. The size of a fund, measured by its net asset value, is an 

image of the fund's image on the market. The larger the fund, the investment costs are borne by the greater number of its 

participants, which makes investing cheaper. On the other hand, it is often difficult for a fund to move large amounts of 

assets, and this results in the lack of market timing ownership, especially by large funds.  

 

The tested hypothesis I was positively verified for bond funds. For these types of funds, the size does not affect the results 

achieved. In the case of equity funds, the situation is significantly different. The prior period's net asset value has a 

negative impact on the result of equity funds. The negative impact of fund size on performance seen for equity funds 

during the pandemic is puzzling. This may be because the funds would like to be able to react faster to the situation that 

has arisen. However, the size of the fund is often a barrier here. It is difficult to quickly shift a large part of shares from one 

asset to another. It is especially important in times of big changes. Becker and Vaughan (2001) also drew attention to this 

property.  

 

It should also be noted that the observed relationship for equity funds is linear. In the case of the Polish market, the 

quadratic relationship, which is included in Bodson et al.(2011) or Amman and Moerth (2005), is not observed for equity 

funds. During the pandemic, the observed relationship also has the opposite sign than in the earlier period of the research 

(Białkowski and Otten, 2011). By group, equity funds turned out to be more homogeneous than bond funds.  

An indication for an investor in the event of high volatility on the capital market would therefore be to recommend 

transferring participation units to funds investing in smaller companies and selecting funds with a size between median and 

quartile 3. Investing in bonds, in turn, is a stable but also long-term investment, as evidenced by the results of average 

performance indicators, which for equity funds were even higher than for bond funds. 
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Abstract 

 
Business angels are hit by an unprecedented coronavirus crisis, like all areas of business. This article aims to evaluate the 
current knowledge of venture capital investment with the help of business angels in connection with the coronavirus crisis, 
respectively to identify the typology of individual sources, their content analysis with a particular direct databases and 
methods of evaluating data. For this purpose, the technique of literary review within the Primo and Web of Science 
databases and subsequent content analysis of relevant sources were used. The results show that most of the total number of 
found sources are newspaper articles, then there are scientific peer-reviewed and non-peer-reviewed articles and, last but not 
least, books. In terms of content, it mainly develops the volume of investments before and after the coronavirus crisis and a 
description of the change in investor behaviour. The authors use primary and secondary research, data sources such as 
Crunchbase database, Pitchbook or British Business Bank statistics. These databases are used for statistical data processing. 
In terms of literature searches and citation analyzes, the Scopus database and the Web of Science are used primarily. 

 

Keywords: venture capital, business angels, covid-19.   

 

Introduction 
 
The topicality of venture capital research stems from the situation where the whole world faces an unprecedented 
coronavirus crisis. There was increased interest in this issue during 2008, which is explicitly related to the economic crisis 
that began in 2007 (Reverte and Badillo, 2019). It is further research in response to financial crisis in place. As bibliometric 
analyses of key scientific sources in venture capital show, areas remain insufficiently researched despite the increased 
interest in venture capital and its investors fragmented or even contradictory (Cancino et al., 2018). The potential for further 
research is then identified in the area of informal private investment by business angels operating in the venture and 
development capital market (Reverte and Badillo, 2019), generally on a global scale.  
 
The research of this paper aims to create a comprehensive overview of the current state of knowledge of venture and 
development capital, respectively, business angels in connection with covid-19. The paper will expand scientific 
understanding of the current crisis, and help other authors identify further possible directions of coronavirus crisis analysis 
in venture and development capital and business angels. The research is realized in a global context. It directs the context of 
the ongoing pandemic situation, which operates worldwide, so selecting particular demographic areas would not be 
appropriate. Research questions, databases and data processing methods and, of course, analysis of the types of individual 
sources, including their authors, countries, years of publication or a specific journal, became areas of interest for research 
with the help of literature review through the Web of Science and Primo databases. Research questions such as Q1: “What 

is the typology and identification of sources connected with venture capital and business angels with a special direct to 

content analysis of scientific sources?“, Q2: "What databases do the authors use for research?", Q3: “How do the authors 

process the obtained data?”. 
 

Theoretical background 
 
In connection with business angels, it is appropriate to define venture and development capital (VC), on the market of which 
the angel investor operates. However, in this case, we follow trouble because different associations or authors define 
venture capital differently. Here it is appropriate to follow the definitions of the association from which the author uses the 
data. For example, the European Private Equity & Venture Capital association classifies venture capital under the parent 
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term private equity (EVCA, 2020). It further divides into venture capital, enterprise capital and buyouts. According to 
European Private Equity & Venture Capital, venture capital is an investment in private capital provided to start-ups, but 
with a high potential for further growth (EVCA, 2015). For such a start-up, funding is difficult but crucial (Iyer, 2020). 
Enterprise capital is a form of private capital, where funds are provided to companies already operating in the market to 
achieve its internationalization. The last of the private capital lists in buyouts is the purchase of an already established 
company (EVCA, 2015). Sincerre et al. (2019), for example, work with this division of private capital in their article. On 
the other hand, British Private Equity & Venture Capital divides private equity and venture capital as two separate units. 
The difference between private and venture capital is then identified in investments, where private capital is provided to 
investors by a long-term company, and additional venture capital is provided to start-ups (BVCA, 2021). On the other hand, 
start-ups generate potential higher valuation investments that demonstrated Wonglimpiyarat (2009). 
 
In general, venture capital is characterized as the investment of funds in selected companies, with the investor collecting a 
stake in the company (Akhmejanova et al., 2015). In addition to investing funds, however, investors usually also provide 
their own experience, know-how and contacts, or active involvement in business activities of the company (Gompers and 
Lerner, 1999). In this way, in particular, start-ups have the necessary capital to start a business (Iyer, 2020), where it is 
difficult to obtain funding from banking institutions (Cosh et al., 2009; Sonius et al., 2015), on the other hand, dilution 
occurs. Share of the company, which also brings its disadvantages (Iyer, 2020). Another disadvantage of venture capital is 
identified by Tykvova (2017) within the conflict of interest between the entrepreneur and the investor, which is always 
covered by appropriate legal framework of the country, or the contract between the investor and the entrepreneur. He adds 
that legal framework of the country determines the relationship of venture capital at three levels: the relationship between 
entrepreneurs and each other, the relationship between entrepreneur and investor and the relationship between investors in 
syndicates (Tykvova, 2017).  
 
Among the entities operating in the venture and development capital market, the authors of scientific publications include 
investors in institutions or private individuals. These primarily venture capital funds, which are further assess private funds 
and public funds (Roggi et al., 2019; Pierrakis and Saridakis, 2017). The essence of venture and development capital funds 
is the collection of assets from individual investors and their subsequent investment in selected companies. The second 
group of venture capital investors are private individuals, primarily business angels (Pierrakis and Saridakis, 2017). In 
connection with business angels, the authors of scientific articles also divide the investor into an angel investor and a 
venture capitalist. The difference between these investors stems, for example, from the fact that business angels invest their 
money primarily in start-ups, while venture capitalists provide financial resources to later stage venture. Unlike venture 
capitalists, business angels also provide companies with their knowledge, skills, contacts or know-how and are actively 
involved in company management (Sudek, 2006; Wonglimpiyarat, 2009; Cowan and Kamarck, 2016). 
 
As already mentioned, one of the possible sources of venture and development capital is business angels (BAs), whose 
definition has been evolving for almost 40 years, and is still changing today, specifically in definition of the investor as a 
male, middle-aged and high net worth. On the other hand, the definition of the investor BAs is currently misleading, as 
business angels in institutions, groups or networks of business angels, are much more prominent (Mason et al., 2019; 
Argerich and Cruz-Cázares, 2017). Mason et al. (2019) further adds that, in its simplest essence, an angel investor is a 
private person who invests his funds either independently or in cooperation with other business partners. White and Dumay 
(2017) add that business angels fill the gap between founder funding, family, friends and institutions in the form of funds, 
making them a critical unit in creating a business environment in a venture and development capital market (Harrison et al., 
2010) and critical external sources of funding for start-ups at an early stage of their development (Mason and Harrison, 
2008). Specifically, business angels directs technology projects with high potential growth or return of investment (Mason 
et al., 2016). It is also advantageous for these companies to take advantage of the possibility of smaller initial investments, 
as they also involve lower transaction costs. The authors further add that business angels act primarily locally and 
recirculate wealth within their region (White and Dumay, 2017). 

 

Methodology 
 

This research is processed established a literature review and content analysis of found scientific sources. As for content 
analysis, in the case of this article, it was used as a qualitative method of data collection and classification according to the 
identified identical structures, where of course the whole process was established a certain standardization and 
generalizability of the topic (Bammidi, 2019; Nuendorf, 2004). Literary review is in its simplest form a technique of data 
analysis, where the analysis and subsequent synthesis of findings are performed using a particular predetermined 
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categorization (Leedy and Ormrod, 2004), specifically data collection and subsequent demonstration of knowledge of the 
author within the selected research field, including vocabulary, theory, variables, methods, and history (Randolph, 2009). 
The research method with help of the literary research is one of the most used techniques of data analysis in the scientific 
community (Turner, 2018), on the other hand, despite its simplicity, it may not be performed correctly (Torraco, 2016). For 
this reason, many authors create an overview of the individual steps that should be followed during the creation of literary 
review. Concerning the research survey, qualitative and quantitative literature searches differ (Randolph, 2009). In this case, 
it is a literary search of qualitative, and therefore its procedure is described below. According to Owag and Malen (1991), 
research of qualitative literature search includes eight steps, namely the creation of a comprehensive overview of individual 
steps, defining the area of interest, finding relevant literature, sorting it, creating a database, identifying constructs and links, 
finding conflicting statements and last but not least series of confirmation of results (Randolph, 2009). The research of this 
article will follow these mentioned steps. 
 
As already mentioned, the research itself is established the recommended methodology of qualitative literature review by 
Owag and Malen (1991), verified in practice. In the first step and the second step, the overall concept of research is created, 
including checking the relevance of selected sources of literary research. The Primo database and the Web of Science 
(WOS) were used to search for relevant scientific articles. The keywords were chosen according to the most frequently 
appearing keywords of the researched venture and development capital issues connected with the informal investor, 
respectively, the business angel and covid-19 in the WOS database. Specifically, the keywords venture capital, business 
angels, angel investor, angel capital, covid, covid-19, corona, coronavirus, coronavirus crisis and pandemic were chosen. 
Boolean logical operators AND and OR, as well as abbreviated keyword symbols, were used for individual searches of the 
Primo and WOS databases in order to find all relevant sources. The author evaluated the resulting scientific articles, 
whether they are relevant or not, by evaluating the average number of citations in the WOS database and after analyzing the 
abstract, the author decided whether it belongs to the research. Within the Primo database, the relevance of source was 
evaluated established the ongoing review procedure, when the currently reviewed sources were relevant. Furthermore, H-
index of the source was evaluated and included in one of the four quartiles of the SCImago Journal & Country Rank portal. 
The sources from the first and second quartiles were determined to be relevant in this case. All the procedures mentioned 
above of the first and second steps of qualitative search are clearly shown below in table number 1. 
 

Table 1: Literature review – An Overview of Sources and Techniques 

 

Sources 

Literature review 

WOS and Primo WOS Result Primo Result SCImago Result 

T
ec

h
n

iq
u

e
s 

logical 
operators 

symbols 
of 

keywords 

CPY 
the decision of 

the author 

reviewed yes H-index 
decision of the 

author 

AND 

* 
not 

reviewed 
no 

quartile  
I–II 

yes 

OR quartile 
III–IV 

no 

Keywords 

venture capital, business angels, angel investor, angel capital, covid, covid-19, SARS-CoV-2, corona, 
coronavirus, coronavirus crisis, pandemic 

Source: Own elaboration 

 

In the third step, the sought-after scientific sources were subjected to content analysis of abstracts and their relevance was 
evaluated. At the same time, newspaper articles were also taken into account, which, according to Owag and Malen (1991) 
have the same weight as scientific articles in the case of new facts. The fourth step then determined the specific of document 
classification and the areas of interest that the author followed in the research. Databases and methods of data processing 
and, of course, analysis of the types of individual sources, including their authors, country, years of publication or a specific 
journal, became the areas of interest of the research investigation with literary research. This was followed by step five 
when the information obtained was coded to reveal repetitive patterns. In the sixth step, the information obtained was 
summarized, subsequently checked and finally confirmed (Owag and Malen, 1991). Regarding the fourth step and the 
research questions of the article, the following research questions were chosen: Q1: “What is the typology and identification 
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of sources connected with VC and BAs with a special direct to content analysis of scientific sources?“, Q2: "What 

databases do the authors use for research?", Q3: How do the authors process the obtained data?". 

 

Results 
 

With the help of literature review techniques or finding suitable scientific sources from the last two years with relevant 
keywords and their abbreviated forms and logical operators, after removing duplicate and unrelated sources, a total of 416 
relevant publications were found in January 2021. Specifically, 413 from the Primo database and three scientific articles 
from the WOS database. Regarding the typological distribution, there were three types of outputs. Firstly, newspaper 
articles were found, secondly, scientific peer-reviewed articles and, last but not least, book publications. The relevance of 
the inclusion of newspaper articles stems mainly from recommendations of the authors Owag and Malen (1991), who 
included this type of source in literature review as a full-fledged one. On the other hand, the author must consider its 
relevance and the magazine or quality of newspaper in which the article is published.  
 
In the first research question Q1: "What is the typology and identification of individual sources connected with VC and BAs 

with a special direct to the content of scientific resources?". Specifically, 30 relevant sources were found in the Primo 
database connected with business angels, wherein 25 cases it was a newspaper article, and in 5 cases it was a scientific 
article, but without a review. In connection with venture capital, 383 sources were identified, namely 352 newspaper 
articles, 29 articles, five were reviewed and two books. Three scientific peer-reviewed articles were identified from the Web 
of Science database, namely two directing to venture capital in general and one on business angels. The following graph 
shows the distribution mentioned above of publications. It shows that the primary source of current information is 
newspaper articles, which is explicitly related to topicality of the topic and its rapidly changing nature. It is necessary to 
publish very quickly; in the case of review proceedings, scientific articles are impossible. 
 

 
 

Fig 1. Databases and Types of Sources 
 Source: Own elaboration 

 
If we discuss newspaper articles, they primarily direct to the development of the amount invested through venture capital or 
business angels (for example, Thomas, 2020) and also on evaluating changes in behaviour before and after the investment 
affected by the coronavirus crisis, which caused a change in investment strategy investors from financially significant 
investments to fewer large ones in order to protect their wealth. Besides, investing through venture and development capital 
funds also comes to the fore, which can have a psychological effect on investors, diversifying the risk of the investment 
portfolio of individual investors, which would typically operate primarily independently brings less investment experience 
less needed contacts (e.g., Manes, 2020; Sudek, 2006; Wonglimpiyarat, 2009; Cowan and Kamarck, 2016). Of course, 
expert resources in the form of scientific articles are crucial, which are also peer-reviewed.  
 
A total of 13 scientific articles were identified, of which 8 are peer-reviewed (marked with *). As shown in the following 
table, most of these sources come from the United States (9 sources out of 13). The author Grier, from the United States of 
America, is also frequent. With two exceptions, all articles were published in 2020, the rest in 2021. The demographic 
distribution is explicitly related to a fact that has been proven many times, namely the claim that the United States (USA) is 
the most frequent source of scientific knowledge in business angels venture capital. The United States has always been at 
the forefront of scientific publications since the first generation of research (Argerich and Cruz-Cázares, 2017; White and 
Dumay, 2017). 
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Table 2: Identification of Reviewed Scientific Article 

 

Authors Article title Journal Year Country Database 

Weylandt et 
al. 

Eight hallmarks of a successful 
healthcare venture capital program 

Healthcare Financial 
Management 

2020 USA Primo* 

Luu Exempt securities offerings represent 
an alternative to venture capital 

Strategic Finance 2020 USA Primo* 

Ting a 
Knowles 

Venture capital in academia: does 
present reality call for more 
nonprofit venture? 

Journal of Clinical 
Investigation 

2020 USA Primo* 

Grant Investing in racial diversity: a call to 
action to the venture 
capital community 

Nature Biotechnology 2020 USA Primo* 

Iyer Venture debt: a catalyst for Indian 
entrepreneurship 

Venture Capital 
 

2020 India Primo* 

Grier Angels Know Innovation Often Wins 
in the End 

San 
Diego Business Journal  

2020 USA Primo 

Grier Tech Coast Angels Launches $4M 
Annual Fund 

San 
Diego Business Journal 

2020 USA Primo 

Grier Fertilizer Startup Raises Second 
Capital Round From Angels: Local 
Company Secures Funding During 
Crisis 

San 
Diego Business Journal  

2020 USA Primo 

Fisher Angels will keep investing, but 
conservatively, survey says. 

Idaho Business Review 2020 USA Primo 

Henderson Grand Angels raising $25M fund, its 
biggest ever 

Crain's Detroit Business 2021 USA Primo 

Villaseca et 
al. 

Money for female entrepreneurs does 
not grow on trees: start-ups' 
financing implications in times of 
covid-19 

Journal of 
Entrepreneurship in 
Emerging Economies      
 

2020 Spain WOS* 

Zukin Planetary Silicon Valley: 
Deconstructing New York's 
innovation complex Planetary Silicon 
Valley: Deconstructing New York's 
innovation complex 

Urban Studies 2021 USA WOS* 

Brown Financing entrepreneurship in times 
of crisis: Exploring the impact of 
covid-19 on the market for 
entrepreneurial finance in the United 
Kingdom 

International Small 
Business Journal-
Researching 
Entrepreneurship  

2020 Scotland WOS* 

Source: Own elaboration  

*reviewed 

 
In terms of individual scientific sources, venture and development capital, or one of its investors in the form of BAs, is 
affected and all areas of business, by an unprecedented coronavirus crisis. Whether entrepreneurs or investors are positively 
or negatively affected, one thing is clear: they are changing their business strategies to protect their wealth. Business angels 
often change a few bulk investments to many smaller investment opportunities (Manes, 2020). Most start-ups in the form of 
start-ups and early-stage companies rely on venture capital investments to provide financing for initial growth and 
expansion to other levels (Luu, 2020). However, as confirmed by research conducted by Brown et al. (2020) in the United 
Kingdom, since the outbreak of the pandemic, the volume of capital investment has fallen, mostly in the context of start-up 
financing, or in start-up companies, where business angels most often invest. In this case, Villaseca et al. (2020) recommend 
the support of female investors and the elimination of the gender gap, as it is in this area that they see the potential for a 
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renewed increase in capital investment within angelic investors in the conditions of the venture and development capital 
market. The result also corresponds to the Zhang study (2020), which complements discrimination with race and age.  
 
Besides, venture capital funding is also used by hospitals in times of medical crisis, which is undoubtedly the coronavirus 
crisis (Ting and Knowles, 2020). According to Weylandt et al. (2020), venture and development capital has been a 
significant source of innovation in health care over the last five years, especially in laboratories directly burdened by a 
coronavirus. It must continuously increase the capacity to test samples. On the other hand, Manes (2020) states that business 
angels do not stop their investments despite the unfavourable economic situation but change their nature and more often 
discriminate against entrepreneurs. In particular, it appears to investors as less credible start-ups owned by women, Asians 
and senior founders. The covid-19 pandemic has multiplied bias against Asian founders (Zhang, 2020). Moreover, as for 
angel groups and networks, they work together more than ever to create a variety of investment promotion programs, led by 
support for the digitization of all possible processes connected with technological improvement and the transparency of 
available information. The coronavirus crisis has thus accelerated the use of digital platforms and software by involving 
investors in the technological ecosystem (Manes, 2020; Luu, 2020; Zukin, 2021). 
 
As part of the use of databases and the answer to Q2: "What databases do the authors use for research?", These are 
primarily databases of venture capital from the USA, which is explicitly related to the volume of publications area devotes 
the most (Argerich and Cruz-Cázares, 2017) and data from databases and national banks from the area of each country 
where the authors operate. Specifically, data from the Crunchbase platform from the United States or British Business Bank 
statistics, as well as Pitchbook, ExactData, CB Insight, SDC New Issues Database VentureXpert and Zdatabase, or the 
LHMQ and Downtown Alliance (e.g., Brown et al., 2020; Zhang, 2020; Zukin, 2021). Scopus or Web of Science databases 
are also used, where the authors search for relevant scientific sources to evaluate the researched issues (e.g., Iyer, 2020; 
Villaseca et al., 2020) or data from primary research or experiment (e.g., Zhang, 2020). Following the sources of individual 
data, it is also possible to answer Q3: "How do the authors process the obtained data?". The processing of the obtained data 
is linked to a specific source of information from which the author draws. The data are often processed using descriptive 
statistics and graphical representation of the researched issues (e.g., Brown et al., 2020) or more complex processing of 
statistical data using multidimensional analyses (e.g., Zhang, 2020). Furthermore, the technique of literary research and 
subsequent content analysis (e.g., Iyer, 2020) or citation analysis (e.g., Villaseca et al., 2020) is widely used with the 
resulting overview of current scientific knowledge in the field of venture capital, respectively business angels. 
 

Discussion 
 
The results suggest that venture capital issues are widely researched (Reverte and Badillo, 2019), but the results are 
relatively fragmented. The very definition of capital and inclusion in the context of private equity investment can be 
misleading. Within the framework of similar literature review, respectively citation analyzes, the authors direct primarily to 
identifying published articles, less on their content analysis with the identification of databases and evaluating the obtained 
data. In this regard, the article brings new findings that the authors can use in their research. As confirmed by research 
conducted in 2018 by Reverte and Badillo (2019), interest in venture capital increased significantly in 2008, so even in this 
case, it can be expected that there will be an increase in interest in informal investment of venture and development capital 
through business angels. 
 
Regarding the mentioned literature review, the authors search for sources primarily in the Scopus database and the Web of 
Science and include in the results only peer-reviewed scientific articles, not newspaper articles, which according to Owag 
and Malen (1991) have the same weight as scientific articles in the case of new arising facts. For this reason, this article 
analyzed them, as they reflect the current state of knowledge of the issue. On the other hand, an expert evaluation of the 
relevance of result of source is needed. It should also be noted that the research has provided a summary of databases, 
specific relevant sources, respectively scientific articles and, last but not least, the content of individual sources with a 
directing to venture capital and business angels, which can guide authors of further research to create their research. 
Primarily in areas that have not yet been thoroughly researched. 
 

Conclusion 
 
It is more than clear that investment will play a significant role in recovering world economies following the unprecedented 
coronavirus effects of crisis. The authors of the venture and development capital publications, respective business angels in 
connection with covid-19, publish their contributions primarily in newspaper articles, which results from the natural 
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development of topics within the crisis when it is necessary to respond quickly to ongoing changes. In this case, most 
scientific journals long review process is rather detrimental, as the development of the issue may be diametrically different 
when published. On the other hand, the current state of knowledge may be limited by the absence a review procedure for 
many publications, as the relevance of scientific results is not verified. According to the authors of scientific publications 
identification, the potential for further research is subject to significant changes, for example, the impact of the crisis on 
involvement in venture capital funds. Alternatively, finding an alternative solution for financing the start-up phase of 
financing or start-ups in a situation where investors are abandoning these riskier investments for equity protection reasons. 
 
As the results suggest, the sources of the issue come mainly from the United States, which is a specific market, so there is 
room for research, for example, in developing countries or Central and Eastern Europe, where the results can be 
incorporated into business angels because of the ongoing coronavirus crisis. The world has been battling the covid-19 
pandemic for over a year, so there is room for scientific articles to be reviewed, so they are more relevant beyond newspaper 
articles, which bring current information very quickly. Thematically, scientific articles can identify research sites that are 
insufficiently researched using given databases, which contain quality secondary sources and use similar techniques to 
evaluate the data obtained. 
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Abstract 

The tourism sector is constantly developing, seeking to keep up with demanding customer profiles that seek to creatively 
experience innovative market possibilities. Through these changes, the local communities see in their culture and traditions 
a tourist attraction that allows tourists to live authentic cultural experiences and unique local products. Creative tourism, a 
distinctive tourism niche, offers visitors the opportunity to develop their creative potential, through more active and 
immersive experiences, where they don't feel like mere spectators, but co-creators of situations and moments. Creative 
tourism intends to move away from the idea of massification and invest in more personalized products, which meet the 
tourist and contact with the community where he finds himself. The main objective of this study is to identify whether 
creative tourism as a driver for authenticity of local traditions and culture can be an option for leisure and tourism 
experience for teachers. It is asked, can creative tourism as a driver of authenticity of local traditions and culture be an 
option for leisure and tourism experience for teachers? As a methodology we have qualitative research of a descriptive 
nature, in addition to quantitative research of the exploratory type, using the form of google forms, for data collection. The 
survey had a non-probabilistic sample and for convenience, it had 155 respondents. Respondents were exclusively 
teachers, from different educational levels and who travel. 
 
Keywords: Creative Tourism. Culture and traditions. Recreation. Touristic experience. Teachers 
 
Introduction 

As tourism is one of the economic sectors whose degree of involvement is necessary for its success, the diversification of 
tourism products and services becomes a requirement capable of leading to increased demand for new types of tourism 
needs including opportunities for more creative. Like other emerging sectors in a modern economy, tourism is a dynamic 
and constantly changing industry (Sousa, 2016). Today, tourists are looking for authentic cultural experiences and unique 
local products, seen as a response to the processes of globalization in tourism (Jelincic, 2009). Traditions assert themselves 
as one of the most expressive immaterial expressions of a community's culture and heritage (Ferreira, 2018). The 
authenticity of traditions is closely related to the daily lives of local residents, being an important research topic related to 
the evolution and development of a tourist destination (Ferreira, 2018). The new tourist is looking for authentic 
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experiences that provide personal development and learning. There is the Creative Tourism, constituting itself as that type 
of tourism that offers visitors the opportunity to develop their creative potential through active participation in learning 
experiences that are characteristic of the vacation destination, in addition to leisure (Richards, 2001, p. 65). 

The main objective of this study is to identify whether creative tourism as a driver for authenticity of local traditions and 
culture can be an option for leisure and tourism experience for teachers. It is asked, can creative tourism as a driver of 
authenticity of local traditions and culture be an option for leisure and tourism experience for teachers? For the 
methodology of this article, an exploratory quantitative research was carried out, in order to identify whether Creative 
Tourism as a dynamizer of authenticities of local traditions and culture can be a leisure option and tourist experience for 
teachers. Thus, a questionnaire was created, using the google forms form, where 16 closed questions were inserted to 
conduct a survey, which was made available on the authors' social networks, for the purpose of data collection in Brazil 
and Portugal, among days 21/10/2020 to 26/10/2020, making 5 days of investigation. The survey had a non-probabilistic 
sample and for convenience, it had 155 respondents. Respondents were specifically teachers, from different educational 
levels and who travel. 

In the first part of the study, questions about local culture and authenticity of traditions and tourism will be approached. 
General understandings about cultural tourism, in the second section, the conceptual bases on Creative Tourism were 
pointed out; in the third section, he described the conceptual bases of leisure and tourism experience; and finally, in the 
fourth section, he addressed the methodology, analysis and discussion of the results of the quantitative research carried out 
and the conclusion of this study. 

Local culture and authenticity of traditions  

Culture is constituted “by the signs, symbols, values and representations of a community, that is, it constitutes the element 
of identity of a people, a place, a group. Thus, each society reflects, through the composition of its culture, the way of 
being and surviving in a given space or territory ”(Marujo, 2014, p.2). If culture represents the different forms of 
understanding and action of each society, then it “understands the totality of human creations. It includes ideas, values, 
artistic expressions of all kinds, beliefs, social institutions, scientific and technical knowledge, work tools, types of 
clothing, food, buildings.” (Dias and Aguiar, 2002, p.130). 

Today, it is possible to understand culture through three fundamental concepts. First, in a broader concept where all 
individuals are producers of culture, which is nothing more than the set of meanings and values of human groups. Second, 
as artistic and intellectual activities focused on the production, distribution and consumption of goods and services that 
make up the cultural industry system. Third, as an instrument for political and social development, where the field of 
culture merges with the social field (Canedo, 2009). 

Local Culture is understood as the culture of a specific place, with its links to a wide range of traditions, beliefs and 
customs of a specific social group. The tradition is closely linked to the history of a local culture. Cultural tradition has 
been part of human life since birth, each individual is immersed in a culture full of traditions, this represents the way of life 
of each one, their customs, their way of relating to people and the world around you. Such traditions preserved the 
particular history of a family, a generation, a region and a country (Zuin & Zuin, 2009). 

Tradition manifests itself through values, beliefs and rituals transmitted and preserved from generation to generation 
through teaching and learning relationships. As a way of perpetuating concepts and experiences, the artisan's work is a 
popular tradition that must be analyzed in its local context, as it is a constitutive element of culture, landscape and learning 
relationships in different contexts, local and regional. According to the interests of public and private bodies, it can become 
a cultural component of urban tourism (Santos & Silva, 2016, p.16). Hobsbawm and Ranger (1997) cited by Luvizotto 
(2010, p.66), “every tradition is an invention that arose somewhere in the past, and can be changed somewhere in the 
future. Traditions are always changing, but there is something about the notion of tradition that presupposes persistence: if 
it is traditional, a belief or practice has an integrity and continuity that resists setbacks and changes. 

When we speak of authentic, we speak of original, directly related to the source, which is primitive, not consisting of 
copies or imitations, and which translates into something creative, not something expected or repeated. In this sense, it can 
be said that authenticity is the essence that starts from the beginning, including its substantial duration over time. 
Authenticity must go back to its origins, and communities and their ways of life must translate exactly that, based on what 
is old, true and genuine, and only in this way can it be authentic (Benjamin, 1968; Taylor, 2001). The authentic tradition 
would be the original tradition, as it emerged, without the influence of the generations, which has attracted the attention of 
tourists who value the genuine, the singular in their travel experiences. 
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Cultural Tourism 

Tourism is a sector of great relevance to the economy of a destination, responsible for creating a high number of jobs 
(Costa, Carvalho & Breda, 2011; Sousa, 2016). In recent decades, it has deserved greater attention, by researchers, in the 
different sciences, varying only by the different emphases considered: economic, social, cultural and environmental. As an 
economic phenomenon, tourism develops around the economic variables that influence and condition it. As a 
psychological phenomenon, tourist travel is preceded by a specific need that generates a reason for traveling and 
establishes an objective for the trip, followed by the search for information (Gursoy & McCleary, 2004; Pearce & String, 
1984, Sousa, 2016). 

Contemporary authors, who study the relationship between tourism and culture, warn of a greater dialogue between the 
two sectors, as they consider that the issue of culture (Ferreira & Sousa, 2020), especially local and regional culture, must 
be worked on in order to try to understand its singularities and stimulating community participation, thus creating 
possibilities for revitalizing identity through material or immaterial cultural heritage (Meethan, 2001; Craik, 2003; 
Richards, 2007 Marujo, 2014). 

According to Richards (1996, p. 21) much has been written on the question of defining tourism and culture as separate 
concepts. Culture and tourism can be beneficial in enhancing the attractiveness and competitiveness of countries, regions 
and cities. Therefore, “creating a strong relationship between tourism and culture can help destinations to be more 
attractive and competitive as places to live, visit or work” (Richards, 2009, p. 17). 

Therefore, the centrality of culture may be the main reason why a tourist chooses a destination, but it can also play a 
secondary role. In other cases, it plays no role in selecting the destination. On the other hand, the depth of the experience is 
variable, oscillating between a light or superficial experience and a deep and learning-oriented experience (McKercher, 
2002, Marujo, 2014) 

For Richards (2001, p. 24), the distinctive factor of cultural tourism lies in its educational (learning) function. Cultural 
tourists can learn about the local culture or places visited and gain new experiences, depending on the type of culture they 
consume. ” This typology of cultural tourism proposed by Richards can be seen in Santos (2012, p. 84) from a matrix in 
which the temporal (past / present) and functional (education / entertainment) factors intersect, in varying intensity. 

It is worth remembering that cultural tourism “[...] is all tourism in which the main attraction is not nature, but an aspect of 
human culture, which may be history, daily life, crafts or any of the aspects covered by the concept of culture ”(Barretto, 
2007, p. 87). Medina and Santamarina (2004, p. 64), for example, say that cultural tourism “[...] is a communication and 
understanding between cultures and pueblos, a factor of direct understanding of cultural diversity for people, visitors and 
visited ”. Meanwhile, Barretto (2007, p. 84) clarifies that: “Cultural tourism appears as an alternative because it is a 
minority tourism, whose protagonists, who would be non-institutionalized, experimental, experiential and existential 
tourists, are more educated and respect the natural and cultural environment ”. Cultural tourism, according to these 
premises, would have less negative effects on the receiving nuclei (Santos & Silva, 2016). Another factor to be considered 
in cultural tourism is related to the strengthening of cultural identities and specific socio-cultural practices, which in some 
cases, could be undergoing a process of disappearance (Köhler; Durand, 2007). 

Within the scope of intangible heritage, tourism can contribute to the reinvigoration of popular knowledge and practices 
and traditions, sometimes by increasing the visibility of cultural producers, sometimes by enhancing local artistic 
manifestations. This great interest in tourism for heritage can have a positive meaning as it contributes to protection and 
recovery, in addition to the dissemination of its importance, thus stimulating the insertion of goods in social dynamics, 
giving it a function and removing it from isolation condition. However, there is a need for a real understanding of the 
relevance of the meaning of these goods, in order to avoid that the patrimony becomes only an object of consumption. By 
boosting leisure and entertainment activities, with the multiplication of festivals, itineraries and attractions, they envision 
opportunities for economic development through the insertion of these places in the tourist consumer market (Köhler; 
Durand, 2007; Scifoni, 2006). Items to be dealt with below. 

According to the Servicio Nacional de Turismo - Senatur (2014) and Ferreira (2018), it is possible to identify three 
components that characterize cultural tourism: I. The desire on the part of tourists to know and understand the places 
visited, manifesting a curiosity for its culture, for the knowledge of its objects and artefacts, cultural traditions and 
practices and the local population itself; II. The interest in the consumption of tourist products that contains cultural 
significance (cities and historical sites, monuments, festivities and traditions, gastronomy, handicrafts, among others); III. 
The knowledge of a cultural product through a guide or another individual who has the function of presenting and 
explaining the value of that same product, providing an authentic interpretation of what is known. 

At the global level, cultural tourism plays a very important role in the dissemination of cultural values of different 
communities and peoples, in the promotion of cultural diversity and in the protection and preservation of cultural heritage, 
where tangible and intangible goods are a central part of cultural identity (Urosevic, 2012; Ferreira, 2018). 
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It is crucial to consider that cultural tourism, when reinventing itself, tends to insert meaningful and authentic experiences 
to satisfy the needs of tourists, bringing knowledge, learning, which reflects on one of the bases of creative tourism, an 
item that will be presented below. 

Creative Tourism 

The concept of Creative Tourism was developed by Crispin Raymond and Greg Richards in the 2000s, however, it was in 
the 90s that Richards began to dedicate himself with more effort to analyze this theme (Almeida, 2019) when observing the 
wishes of tourists , identified a reaction or extension to cultural tourism where, more than the search for traditional cultural 
trips, tourists sought interactive experiences that contribute to their development and personal satisfaction and to the 
creation of their own identity (Richards & Raymond, 2000). In this context, doubts began to arise regarding the difference 
between Cultural Tourism and Creative Tourism. Therefore, Gonçalves & Costa (2019) defines this difference as being 
that the first is based on observing, seeing and contemplating and the second is based on experience, participation and 
learning (Gonçalves & Costa, 2019). The authors also point out about the model created to explain the process of 
development and implementation of creative tourism, which fits into the paradigm of strategic tourism management, called 
the product-space model, dividing into four blocks: the territory, the production process of tourism, the process of 
interpretation and co-creation and the study of sending markets (visitors) (Gonçalves & Costa, 2019). 

For Richards & Raymond (2000) and (Ferreira, 2018), creative tourism can be defined as “tourism that offers tourists the 
opportunity to develop their creative potential through active participation in courses and learning experiences that are 
characteristic of the destination where they are held ". Thus, through creative tourism, tourists have the opportunity to learn 
more about local customs and practices, traditions, knowledge and unique qualities that characterize the place and the 
community visited (Richards & Wilson, 2006; Ferreira, 2018). UNESCO (2006) defined creative tourism as the journey 
directly aimed at an authentic experience, with a shared learning in the arts, heritage or on the spot, and facilitates the 
connection with those who reside on the spot and create a living culture. The way in which each destination uses creative 
tourism has directly to do with what characterizes it and the place where it is inserted (Carvalho, 2011; Santos, Carvalho & 
Figueira). 

Gonçalves & Costa (2019) define creative tourism as one that offers visitors the opportunity to develop their creative 
potential through active participation in experiences characteristic of the cultures of the receiving communities. This is an 
innovative approach to tourism, whose main input is the intangible cultural heritage and culture of the receiving 
communities. These two concepts emerge in the 21st century, the era of globalization, in which people seek creative, 
unique, authentic and memorable experiences in the destinations they visit. 

In this sense, the creative tourist presents himself as an active agent, who finds pleasure in interacting, participating and 
learning about the place and the community visited, seeking to develop new skills (Raymond, 2003), not just limited to 
observation and contemplation, feeling the need to participate actively in the tourist experience (Ohridska-Olson & Ivanov, 
2010). Territories, cities and regions seek solutions to this problem in a variety of strategies to enliven tourists, add value 
and diversify the tourist product. These experiences must be profound, creative and capable of making visitors dream 
(Costa, 2014; Ferreira, 2014; Icomos, 2007; Richards, 2011). 

As tourism is an activity that occurs in a certain space and time, it is necessary to think about the co-creation of value from 
the perspective of all those involved, that is, to include both tourists in this process - due to the importance of knowing 
their desires , needs and expectations for that destination so that resources can be adapted and offer better services - as well 
as the various other Stakeholders involved, from the public, private sector and the local community itself (Garcia, 2015). 
When dealing with the characteristics of these tourists, it is possible to identify: higher educational level, reduced family 
nucleus, free access to culture, greater travel experience, greater willingness to travel and experience other cultures, greater 
degree of demand, desire to be an active agent within the tourism system, with a high cultural capital, demand for products 
that respond to the need for appetite for products, services and cultural experiences, which provide continuation of the 
cultural habits they bring from their issuing country. (Pereira, 2005; Felipe, 2009) 

Leisure and tourist experience 

Leisure as a historically constituted phenomenon requires to be thought from a given social context, and understood as a 
dimension of culture. Leisure then consists of the set of occupations to which the individual voluntarily dedicates himself, 
either to rest, to have fun, or to develop his disinterested training, his voluntary social participation, free from his 
professional, family and social obligations. social, liberating, free (without obligation), hedonistic and personal 
(Dumazedier, 1962). 

The time available for leisure implies the release of certain obligations, a thought that is close to the “liberatory character” 
proposed by Dumazedier who also criticizes the determinisms present in the supposed “free” time (Simões, 2020) 
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Although leisure is a majority of countries a right acquired in fruition of working time, there is resistance to the unjust and 
exclusive social order that prevails in our society. It constitutes a privileged space for experiencing cultural content at 
critical and creative levels, bringing with it many possibilities for learning, stimulating creativity, discussion and critical 
reflection for all age groups and social classes, thus being one of the fundamental elements for improving the subjects' 
quality of life (Isayama, 2002). 

As the twentieth century unfolds, the analysis of socioeconomic structures increasingly gives expression to the study of the 
themes of leisure and free time leading to the emergence of two main currents of thought. On the one hand, a socialist-
based current driven by the political-social movements of the countries of Eastern Europe, which analyzes leisure 
subordinated to free time, its production, evolution and content (Gama, 2008); On the other hand, a capitalist current that 
analyzes leisure subordinated to work, giving rise to the autonomy of the study of leisure and a growing attention to 
aspects of consumption (Marques, 2012). 

Culture is expressed in the possibility of “creating” leisure in one of its dimensions, that is, the “enjoyment” of different 
cultural manifestations. That is why the leisure used in the field of culture, goes beyond the mere idea of a “set of 
occupations”. In this way, leisure includes the experience of numerous cultural practices, such as the space (s) and 
equipment created by tourism and art forms (painting, sculpture, literature, theater, music, cinema), among several other 
possibilities (Taschner, 2000). Leisure is a dimension of the socially constructed culture, based on four fundamental 
elements: Time: which corresponds to the enjoyment of the present moment and is not limited to institutionalized periods 
for leisure (weekend, vacation period, etc.); Space: which goes beyond the physical space because it is a “place” that the 
subjects appropriate in order to transform it into a meeting point and a social space for leisure; Cultural manifestations: 
content lived as a cultural experience, whether in the context of fun, rest or development; Actions (or attitude): understood 
as a human expression of cultural meanings. (Simão, 2020) 

The leisure space is important because it is a meeting point, a place to socialize, to (re) discover the “new” and the 
different, a place of cultural practices, creation, transformation and diverse experiences, with regard to values, knowledge 
and experiences (Simão, 2020). Tourism as a form of leisure was seen as a commodity to be consumed, with a view to 
maintaining a tourist market. Tourism as a form of occupation of time. Tourism and leisure can represent a time / space for 
human expression, enjoyment, spontaneity, pleasure and the re-creation of our identities through contact with new 
situations and cultures. (Souza, 2010). Tourism as a social science is increasingly aware of these phenomena as it needs to 
be understood in order to promote destinations, so knowing the territories, their history, the material and immaterial 
cultural and their leisure spaces are extremely important. Tourism and leisure are the main instruments for the regeneration 
and revitalization of urban centers. Therefore, there was a need for cities with tourist potential to develop new products and 
new strategies for regeneration and dynamization not only in their economic and social fabric, but also in the creation of 
new territories and (re) functionalization of leisure spaces, where if the creative tourism discussed in this article (Simões, 
2020). 

Methodology and Results 

For the methodology of this article, an exploratory quantitative research was carried out, in order to identify whether 
Creative Tourism as a dynamizer of authenticities of local traditions and culture can be a leisure option and tourist 
experience for teachers. Thus, a questionnaire was created, using the google forms form, where 16 closed questions were 
inserted to conduct a survey, which was made available on the authors' social networks, for the purpose of data collection 
in Brazil and Portugal, among days 21/10/2020 to 26/10/2020, making 5 days of investigation. The survey had a non-
probabilistic sample and for convenience, it had 155 respondents. Respondents were exclusively teachers, from different 
educational levels and who travel. According to Quivy (2017), through the survey, the researcher will obtain rich and in-
depth information on a given topic, correlating the acquired data with the theoretical contents presented here. When 
dealing with the frequency of trips per year, made by teachers, for having a period of school recess and another for 
holidays and some long holidays, some teachers choose to use these to enjoy their leisure. 

Of the 155 respondents, only 153 answered this question. Of these, 26.8% said they traveled once a year, only during 
school holidays; 21.6% said they traveled twice a year, during school holidays and school breaks; 20.3% travel during 
school holidays, extended holidays and for work reasons; 18.3% travel four or more than four times depending on 
availability and 13.1% travel three times a year, holidays, school break and some extended holiday. Observing the acquired 
data, we can see a good distribution of the answers, highlighting the trips once a year and twice a year. When assessing the 
influence of motivational factors that lead a teacher to choose his vacation trips, school breaks and extended holidays, there 
are varied reasons that depend exclusively on each person and their aspirations. Of the 155 respondents, only 153 answered 
this question. Of these, 75.2% said that the main motivation was leisure with cultural and social programs; 13.1% and the 
remaining 11.7% were distributed for many other reasons for travel (study of courses, religion or pilgrimage, Trails, 
cultural activities, new experiences, rest, discover news, leisure, nature places, among others) . It can be seen that teachers, 
although they want to rest, still opt for social and cultural programs that bring a lot of enrichment and knowledge about 
destinations / peoples, in addition to cultural exchange. When mentioning what tourists have been looking for in their 
travels in the 21st century, in addition to leisure and rest, there is knowledge, experiences, co-creation, cultural exchange, 
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creativity. Of the 155 respondents, only 154 answered this question. Of these, 74% said that they seek places and activities 
that give me pleasure and that provide me with a break, in addition to adding knowledge; 18.8% said that they seek places 
and activities that make me relax and rest and the 5.2% said that they seek activities that add knowledge and the remaining 
2% were distributed by various search alternatives. It can be seen that teachers, although they wish to rest, still mostly opt 
for places that offer rest and add knowledge. Travel groups arise according to affinities, since each person has different 
desires, wants and needs.  
 

Of the 155 respondents, only 154 answered this question. Of these, 52.6% said that they fit in Individual or group that 
perform pleasant activities in creative tourist destinations, and that seek innovative experiences in the places visited, in 
addition to taking advantage of opportunities in the search for knowledge, if the location provides; 33.1% said that they 
seek individuals or groups that carry out leisure and fun activities without any commitment and obligations included, and 
the 14.3% of the rest of the respondents said that they fit into the other activities, being closely divided. It is observed in 
the acquired data, that most teachers look for pleasurable activities in their moments of leisure, but that provide innovative 
experiences and knowledge in the places visited, which can contribute to their intellectual enrichment, as well as to their 
use in teaching moments. in the classroom; the other 33.1%, a very expressive number of respondents, only think about 
leisure and fun itself, without commitment and obligations, not acquiring knowledge outside the places they pass by. 
Community life brings great challenges and, to coordinate many of them, groups establish a series of principles and 
standards that stimulate common sense among individuals. Communities are formed from cultural, religious beliefs, 
different social and economic aspects and these conditions are accompanied by social expectations, which contribute to 
people's behavior. 

Of the 155 respondents, only 154 answered this question. Of these, 29.2% seek sun and beach, 24% seek historical-cultural 
places with night-time entertainment and innovative learning, 22.1% seek nature, ecotourism or adventure, 9.1% seek 
historical-cultural places and others 15.6% had varied responses among the other options of existing places and attractions. 
It is observed in the previous answers, an affirmation of the teachers for the search of knowledge in the trips, what makes 
incoherent in this inquiry, the choice for places and attractions sun and beach. 

Of the 155 respondents, only 154 answered this question. Of these, when asked what kind of tourists they are, 60.4% like 
to visit places, live experiences and learn, 20.1% like to visit places and live experiences provided by travel, 14.3% like to 
visit places and networking (building networks). It is observed in the results that the preference for getting to know places, 
having experiences and learning about travel is a constant for most respondents. Travel has many influences on individuals' 
lives: it expands horizons, meets new people, expands affective bonds, builds memories, teaches how to deal with 
unforeseen circumstances, increases the level of tolerance, managing time, reveals personal characteristics that it did not 
have, fluency in another. language, among others.  

Final Considerations and Future Research 

The relationship between creativity and tourism is still going on, but it has the prospect of great potential for development 
in the face of new leisure needs, the growing need for reinvention of economies, new consumption. Today's cities are 
committed to the search for differentiation, based on their particularities and uniqueness, in order to boost the interest and 
appetite of visitors in relation to their tourist destinations, encouraging the development of new types of tourist practice, 
called Tourism Creative. 

According to the survey developed and based on the responses of the teachers participating in the investment, it was 
observed that: 26.8% of the respondents (the highest percentage of the question) travel only during school holidays, once a 
year; 75.2% of respondents said that the main motivation of the trip is leisure with cultural and social programs; 74% of 
respondents said that they look for places and activities that give pleasure and that provide a break in their travels, in 
addition to adding knowledge; 52.6% of respondents said that they fit into individual or group travel groups that carry out 
pleasurable activities in creative tourist destinations, and that they seek innovative experiences in the places visited, in 
addition to taking advantage of opportunities in the search for knowledge, if the location provides ; 85.1% of the 
respondents said they have enthusiastic behaviors during their travels, like to relate to people, to communicate and to look 
for something that can connect me to the local culture. 29.2% of respondents, the highest result of this question, said that 
they seek places on their sun and beach trips compared to the 24% of respondents who said that they seek historical-
cultural places with night fun and innovative learning; 60.4% of respondents said they were tourists who like to visit 
places, live experiences and learn; 66.9% of respondents said that travel has a lot of influence on the preparation of their 
classes; 74.2% of the respondents said that the experiences acquired in their trips make it possible to teach classes that are 
more interesting, dynamic and with more innovative content; When identifying the profile of the interviewed teachers, it is 
found that 60.4% are female and 39.6% are male; Of these, 94.2% teach in Brazil, 5.2% teach in Portugal and 0.6% teach 
in Canada but because this research is only proposed for Portugal and Brazil we will abolish Canada's response; 51% of 
respondents said they teach mostly in higher education; 43.1% teach in medical / secondary education; 14.4% lato sensu 
specializations, 13.7% teach elementary / basic education, 11.8% teach masters and doctorates, 9.2% teach in early 
childhood education. In this questioning, it was possible to mark more than one answer by the interviewed teachers, since 
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many have several days; 32% of respondents in Brazil earn 9 or more than 9 minimum wages (highest answer to the 
question), which corresponds to approximately R $ 9,405.00 reais or more; 38.5% of respondents earn between 3 and 4 
minimum wages (highest answer to the question), which corresponds to $ 2,500.00 euros. 13 respondents answered this 
question, which is a mistake because they should only have 8 responses from surveyed teachers, and 1 from Canada that is 
not being analyzed in this survey. Of these, 38.5% earn between 3 and 4 minimum wages, 23.1% earn between 5 and 6 
minimum wages; 23.1% earn between 1 and 2 minimum wages, 7.7% earn 9 or more than 9 minimum wages; 7.7% earn 7 
to 8 minimum wages. Due to the excess of respondents, these data make them unreliable. As for the level of education, 
37.3% of the respondents have a Postgraduate Degree, 26.8% have a PhD, 25.5% have a Master's Degree, 9.8% have a 
degree. It is concluded by the data surveys and the applied survey, that creative tourism as a dynamizer of authenticity of 
local traditions and culture is an option of leisure and tourist experience for teachers, since they are very affirmative when 
saying that the main motivation of their travel is leisure with cultural and social programs, which seek places and activities 
that give pleasure and that provide a rest, in addition to adding knowledge and connecting with the local culture. It is 
noteworthy that travel exerts a lot of influence in the act of preparing your classes and that the experiences acquired in your 
travels make it possible to teach more interesting, dynamic classes with more innovative content. There is then a close 
relationship between creative tourism and the interviewed teachers in their leisure time, but it is noteworthy that even with 
the varied benefits arising from the activity, the highlighted travel option is still the sun and the beach. 

The limitations of this research are the number of respondents who could have had a larger sample; few respondents from 
Portugal what not to give to make an in-depth analysis; the time of application of the inquiry, which was limited to 5 days. 
In future studies, it is possible to think about giving more relevance to the quantitative methodology, with approximate 
percentages of respondents between Brazil and Portugal, so that the differences between the countries can be presented 
more appropriately, which can bring more originality and value to the research. 

Funding: Centro de Investigação, Desenvolvimento e Inovação em Turismo (CiTUR)—FCT UID/BP/04470/2020 
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Abstract 

Nowadays, the territories have been in need of readjusting their strategies around technologies and creative activities to 
meet the expectations of world bodies. The large concentration of the population in urban centers, poses a set of challenges 
to municipal management, namely with regard to pollution, car circulation, housing, access to services, quality of life of 
the population, in addition to creativity as a factor of urban development. Given this, the reconfiguration of urban tourist 
areas becomes a reality and appears as solutions for economic growth and sustainable development. Smart Cities and 
Creative Cities are now seen worldwide as a parameter of differentiation, given the classification of Cities in Motion Index 
and Unesco, attracting tourists from various parts of the world. The main objective of this study is to present the new urban 
tourist configurations called Smart Cities to smart and creative cities. Is there a connection between Smart Cities and smart 
and creative cities in the new models of contemporary tourist urban configurations? For the methodology of this article, a 
qualitative research of a descriptive nature was carried out. The Cities in Motion Index reports that classify a city as 
intelligent were analyzed, as well as the report to Unesco that classifies cities by their creativity, crossing the data, in order 
to identify within the 10 most intelligent cities in the world, those that they are also creative and if there is a connection 
between them. The result is the cities of Singapore and Reykjavík in Iceland. 
 
Palavras Chave: Smart Cities. Creative Cities. Smart and Creative Cities. Contemporary Tourist Urban Settings. 
 
Introduction 

Cities are collective constructions, reviewed daily by their constituents: citizens (Reis, 2017). They are spaces for the consolidation of 
human experiences, where individuals establish social relationships, develop their careers and achieve their goals. Nowadays, some 
configurations are perceived that enunciate changes in urban contexts, such as those of intelligent and creative cities (Silvio & Muzzio, 
2019). A creative and intelligent city is one that offers an environment conducive to creativity and the transformation of that creativity 
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into solutions and new value proposals for its inhabitants, workers and tourists, understood by a technological network (Reis, 2017). The 
tourist urbanization process refers to a phenomenon differentiated from other forms of urbanization, with different specificities and 
which includes its own infrastructures and services. As tourism is one of the economic sectors whose degree of involvement is necessary 
for its success, the diversification of tourism products and services becomes a requirement capable of leading to increased demand for 
new types of tourism needs including opportunities for more creative (Sousa, 2016). In view of this reality, Smart Cities to smart and 
creative cities appear as a response to new contemporary tourist arrangements, which enable cities to develop, becoming the focus of the 
search for solutions for economic growth and sustainable development. 

Smart Cities to smart and creative cities are gaining prominence for strategically seeking integration between the public and private 
sectors with the aim of making cities safer and providing a better quality of life for the community. The main objective of this study is to 
present the new urban tourist configurations called Smart Cities to smart and creative cities. Is there a connection between Smart Cities 
and smart and creative cities in the new models of contemporary tourist urban settings? For the methodology of this article, a qualitative 
research of a descriptive nature was carried out. Ten criteria are evaluated in the Cities in Motion Index to classify a city as intelligent: 
human capital, social cohesion, public management, economy, governance, environment, mobility and transport, urban planning, 
international connections and technology, the latter being the predominant factor. As for the creative cities assessed by Unesco, the goal 
of the network is to strengthen the creation of cultural goods, develop poles of creativity, improve access in particular for marginalized 
groups, and integrate culture in sustainable development plans. For that, it classifies cities in seven creative areas: handicrafts and 
folklore, media, cinema, design, gastronomy, literature and music, in order to strengthen tourist activity in the places. Before the reports 
issued in 2020, by the agencies above, the “top has” classification of the most intelligent cities was sought, to identify those that were 
also creative. As a result, the cities of Singapore and Reykjavík in Iceland, presented in this article. 

In the first section of the study, questions about contemporary urban tourist configurations will be addressed; in the second section, it 
dealt with Smart Cities; in the third section, he described Creative Cities; in the fourth section it analyzed whether it is possible to have a 
connection between Smart and Creative Cities (CIC), and presents two cases of smart and creative cities: Singapore and Reykjavík 
(Iceland), finally the conclusion of this study. 

Contemporary tourist urban settings 

In the cities and regions of the 21st century, there has been a radical change in convergence between the new information 
and communication technologies, creativity and the clusters of innovation (Fernandes & Gama, 2010). Urban ordering 
comprises the process of organizing the elements that make up the urban space according to the establishment of order 
relations, based on the construction of a hierarchy of values, in this case, with the aim of facilitating the development of 
tourist activities. Tourist ordering is the convenient search for the existing means in the tourist area for the success of 
proposals related to tourist activities. The tourist space seems to be characterized by the dialogicity between the forms and 
the subjects of a place, inserted in time and in the complexity that is the world (Castrogiovanni, 2004). 

However, accelerated and unplanned urban growth is one of the examples of vectors that can threaten the sustainable 
development of cities (Chourabi et al., 2012; Brandão & Joia, 2018, Silvio & Muzzio, 2019). In this context, advances in 
information technology (ICT) can be used to alleviate problems related to this disorder and thus transform the urban 
contexts of cities (Brandão & Joia, 2018, Silvio & Muzzio, 2019). The insertion of tourism in the enterprise of cities, in the 
scenario of interurban competition, presupposes the execution of a series of actions that seek to confer (or enhance) tourist 
attractiveness and competitiveness, ranging from the organization of the offer of basic infrastructure and tourist services 
(provision of accommodation, food and convention structures, qualification of human resources, etc.) up to the creation, 
organization and enhancement of tourist attractions (restoration of historic monuments, requalification of museums, 
attraction of mega events, creation of iconic places, etc. .). 

In this process of increasing the attractiveness and improving the competitiveness of urban spaces, the association of tourist 
development with the implementation of large urban projects (GPU) has been increasingly frequent (Körössy & Leal, 
2015). Tourism as a sector of great relevance to the economy of a destination, is responsible for creating a high number of 
jobs (Costa, Carvalho & Breda, 2011; Sousa, 2016). Contemporary authors, who study the relationship between tourism 
and culture, warn of a greater dialogue between the two sectors, as they consider that the issue of culture (Ferreira & 
Sousa, 2020), especially local and regional culture, must be worked on to try to understand their uniqueness and encourage 
community participation, creating possibilities for revitalizing identity through material or immaterial cultural heritage 
(Meethan, 2001; Craik, 2003; Richards, 2007, Marujo, 2014). In Tourism, there was an adaptation of rehabilitation and 
urbanization policies that result in the overlapping of consumption spaces with the cultural identity of the places. In this 
paradox, while the emerging countries invest in solutions capable of helping them to grow economically and offer an 
adequate infrastructure for their inhabitants, more developed nations try to improve the urban structure to remain 
competitive. For this to happen, it is necessary to bet on initiatives that value innovation, shared knowledge and creativity 
(Ritcher, 2018). Technology is an essential factor in generating social inclusion and helping to create more humane 
environments. Therefore, the planning of a smart city can develop sustainable projects, offer quality services and provide 
an adequate infrastructure, without neglecting the active participation of its citizens and the exchange of information, 
becoming the target of innovative investments. , capable of using technology in favor of citizens' needs. 

Smart Cities 
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The first mention of smart cities occurred in 1994. However, few researchers used the term until 2010, when the European 
Union started using the smart nomenclature for sustainable projects and actions in the urban space (Cocchia, 2014; Dameri 
& Cocchia , 2013; Silva, 2020). The concept of “Smart Cities” is relatively new, coming from the most recent 
technological innovations. Translated by Smart Cities, today they are an important policy for modeling sustainable urban 
development (Seixas, 2019; Alves, Dias & Seixas, 2019). The concept links the opportunities of the digital revolution, such 
as the increasing diffusion and computing capacity of new technologies, to social innovation and the integration of 
mechanisms and actions for the management and planning of urban spaces (Cunha et al., 2016; Alves, dias e Seixas, 2019). 

The term smart city comes from contemporary geographical approaches to urban development, from policies that suggest 
transformations in the territory by stimulating the effective participation of citizens and the joint effort and use of different 
intelligences - human, collective and artificial - the latter through the use Information and Communication Technologies 
(ICTs). Furthermore, the search for solutions that make human life sustainable in a constantly changing environment 
motivated the emergence of smart cities (Cury & Marques, 2017). The collective dimension refers to the joint intelligence 
of innovation institutions, which are institutions of technological learning, financing and the development of new products. 
Here, companies and educational and religious institutions enter into a uniform effort with the population of the city and 
express the intelligent and daily work of all agents. The third and last dimension - the artificial one - refers to digital 
communication spaces. Innovation is perceived in digital networks and applications and can come from neighborhoods, 
parks and / or technological centers, regions or clusters (Komninos, 2008). In this active plethora of intelligences, the smart 
city must excel in six aspects of urban, economic and living development, which are: the economy, society, the 
government, mobility, the environment and the quality of life. (Cury & Marques, 2017). 

The European Union defines Smart Cities as a set of systems and people that interact intelligently using energy, materials, 
services and resources in a sustainable way. They are a kind of fusion between people and systems that move in harmony 
and harmony, seeking to guarantee the sustainable development of urban spaces. In general terms, we can say that smart 
cities are those that invest in technology to improve municipal management and provide their citizens with a better quality 
of life and sustainability of spaces. 

According to the Cities in Motion Index, developed by the IESE Business School, there are ten areas in which smart cities 
stand out. They are: 1. Governance; 2. Public administration; 3. Urban planning; 4. Mobility and transport; 5. Technology; 
6. Environment; 7. International relations; 8. Social cohesion; 9. Human capital; 10. Economy. Innovation can emerge 
everywhere and the appropriate technology allows solving the problems of cities and citizens, whatever their size or 
geographical location, hence it is essential to think about the future of cities as spaces that are increasingly intelligent and 
prepared for transform challenges into opportunities, and thus create dynamic, sustainable, competitive territories, offering 
quality of life to citizens (Oliveira, 2019). Alves, Dias & Seixas (2019) and Bencardino & Greco (2014, p. 40) comment 
that three Smart Cities approaches are identified: (1) ‘technocentered’ (emphasis on ICT hardware, use and infrastructure); 
(2) ‘people-centered’ (emphasis on social innovation and human capital); and (3) ‘integrated’ (integration of the two 
previous points at the strategic level of the city). Caragliu, Del Bo & Nijkamp (2011); Silva (2020) detail that smart cities 
are those that, in addition to investing in human and social capital, develop conventional (transport) and modern (ICT) 
communication infrastructures, in order to support sustainable economic growth and improvement in the quality of life, 
carrying out the rational management of natural resources through participatory governance. 

Creative Cities 

The first theories and research on creative cities spread in the 1990s, but only after 2002, with the impulse to publish the 
theory of the creative class and its impact on urban regeneration, the debate intensified and received global prominence. 
One of the consequences of this debate was the encouragement of the United Nations Educational, Scientific and Cultural 
Organization (Unesco) which, in 2004, created its Creative Cities Network to promote cooperation with and between cities 
that identified creativity as a strategic factor for sustainable urban development (Depiné et al, 2018). 

Altogether there are 174 cities in the world that are integrated in the following values: importance of local identity, to 
develop and share experiences, to strengthen cultural participation, to develop links that associate them with public and 
private sectors, civil society, and to integrate culture into policies sustainable urban development (Jacques, 2018). 

The Creative Cities Network was created to promote the social, economic and cultural development of cities in developed 
and developing countries. Cities that apply for the network seek to promote local creativity; cities share an interest in 
UNESCO's mission in relation to cultural diversity. As soon as the city is appointed to the network, it can share 
experiences and create new opportunities for itself and for others on a global platform, namely for activities based on 
"creative tourism" (Unesco, 2015). 

The forerunner of this concept was the urban planner Charles Landry, who argues that the crisis in contemporary cities can 
be solved by stimulating the curiosity, imagination and creativity of its citizens, generating new opportunities and solutions 
for urban problems. In his view, the urban space is thus used as an innovation platform open to civil society or as a 
solutions laboratory. Although the concept of the creative city originated with the impulse of the industry or the creative 
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economy, it is not only based on the economy and, for its development, the key point is cultural resources (Depiné et al, 
2018). 

The idea of creative cities is intrinsically related to the valorization of creativity, above all, to what can be obtained with 
this human manifestation, from the point of view of business, of the city's performance and its contributions in favor of 
citizens. A new system appears in which creativity, together with knowledge and information, is the raw material that 
makes it up (Landry, 2013). The creative capacity of a place depends on its history, culture, shape and operational 
conditions, forming a set that defines the character of the city. Cultural resources such as language, gastronomy, leisure 
options or preferences and established traditions form the creative background that particularizes each urban space (Depiné 
et al, 2018).  

 

 

Figure 1: Geographic distribution of the 174 member cities of the Unesco Creative Cities Network 

Source: Creative Cities Map – Unesco 

There is a conisdered number of creative cities mirrored around the world. Thus, in order to achieve the network's 
objectives, the 174 cities in 80 countries that are part of it commit themselves to working together, sharing their best 
practices and seeking to develop public, private and social partnerships. The network covers seven creative areas: 
handicrafts and folklore, media, cinema, design, gastronomy, literature and music. arrangements, creating new products 
and generating new consumption, transforming personal preferences (Miranda, 2009, Emmendoerfer et al 2016). Thus, it is 
seen that they become the target of tourists of the 21st century, because the ambience composed by the cultural diversity of 
creative cities attracts large tourist flows, due to the generation of differentiated products and services (Andersson, 2005; 
Emmendoerfer et al, 2016 ). These characteristics that involve creative cities stimulate and allow to work new forms of 
tourism, such as creative. Creative tourism arises as a tourist proposal to consume the experience of an experience based on 
the local cultural heritage, involving a change in values in tourism production and consumption (Richards, 2014). When 
addressing creative cities, the possibility of existing creative and intelligent cities is questioned. Therefore, the next section 
will be concerned with carrying out this reflection. 

Smart and Creative Cities (CIC) a possible connection? 

When mentioning smart and creative cities, the theories presented are analyzed and a common denominator is arrived at 
over the existing connections. It is observed that the human factor is present in the two concepts but with different 
priorities. In creative cities, creativity and innovation are developed by people and they are living parts in the cultural 
process of cities, with technology as a resource. When it comes to smart cities, ICTs or technologies, based on innovation 
and creativity, appear in evidence in order to contribute to the improvement of urban systems that can infer the quality of 
life of citizens. The highlight between the two theoretical bases of smart and creative cities (CIC) is the factor of creativity 
and innovation that permeate opportunities for cities. According to Silva & Muzzio (2019) a smart and creative city would 
have the support of social innovations to attract opportunities and, consequently, develop the creative economy; and to 
intersect elements of technology and creativity. 

 

 

 

Figure 2: Representation of a Smart and Creative city (2019) 
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Source: Silva & Muzzi (2019, p. 7) 

 

According to Niebuhr (2020), the path towards the transformation of a city that aims to be more intelligent and creative for 
its citizens has at least three elementary axes: innovation, long-term vision and sustainability. Thinking of the historical 
flow throughout our knowledge of cities, those that have appropriated the challenges and the particularities of their urban 
and social context to propose new ways to use their resources and, thus, increase the quality of life of their residents are 
show as smart and innovative examples of reinventing the social and urban context. Cities that continually reinvent 
themselves and propose solutions to their structural problems. The impacts that develop through creative models are many 
and can contribute to the improvement of several scenarios, including education, health, well-being, leisure, economic 
potential and to qualify the tourist experience. In this context, technology is an indispensable factor for cities to keep pace 
with the transformation of society and meet the expectations and needs of the population, through innovative solutions for 
smart urban development (Niebuhr, 2020). 

 
According to Covas & Covas (2020, p. 53-54), UNESCO in 2004 published Le Réseau des villes creatives and with a 
range of opportunities and initiatives that smart and creative cities offer citizens. It is worth mentioning that: the smart city 
is the city of technological and digital instruments and devices, it is a performative city, a machine city, the city of 
marketing, indexes and rankings. The smart and creative city incorporates the instruments and devices of the smart city, 
but the philosophy of its urban system and the emerging properties of its dynamic modeling do not follow the same 
priorities and the same direction. In this sense, the smart and creative city is also an ecologically intelligent and creative 
city, a socially inclusive and supportive city and, finally, a city that experiences new forms of regulation and governance, 
from public regulation to co-regulation and self -regulation. When all of these properties are harmoniously brought 
together, it has finally risen to the status of a human city. 

Cases of smart and creative cities: Singapore and Reykjavík (Iceland) 

The construction of a smart and creative city is linked to learning, knowledge and creativity, which are central factors for 
the knowledge economy, functioning as fundamental resources for the competitiveness of cities and regions and for 
enhancing their innovative performance (Van Winden, et al., 2007; Fernandes & Gama, 2012) and promote new urban 
development policies. Within the framework of the concept of intelligent and creative territory, it is central to consider the 
knowledge base, highlighting the educational and creative levels of individuals and development agents (universities, R&D 
institutions, science and technology parks, among others). This set of foundations is not only limited to the technological 
and scientific dimensions, it also values general and artistic creativity and the potentialization of the “creative class” 
(Florida, 2008, Fernandes & Gama, 2012). For these parameters to be implemented and in a way that benefits one another, 
a prepared and conscious population is needed to live in this connected space, which needs to be receptive to innovation, 
and creativity with the permanence of a cultural identity (Hiroki & Cardoso , 2016) 
 
Covas & Covas (2020) say that the smart and creative city has enormous challenges and is under constant construction. On 
the one hand, there are the long cycles of the great transitions; ecological, energetic, digital, demographic, labor, on the 
other, the dizzying city overwhelmed with its daily life and busy with the current problems of its urban public services. In 
the intelligent and creative city of the 21st century on the one hand, one feels a dematerialized economy, an extraordinary 
contribution to rescue the planet; and a more collaborative and shared society, a valuable acquisition for the whole of 
humanity. On the other hand, there are insufficient guarantees that this transition towards the cosmopolitan universe 
generates empathy and confidence in the labor market, in social consultation, in inter-party negotiations, in parliamentary 
commitment and in the valuation of social and human capital (Covas & Covas, 2020). 
 
Although there are many points to reflect on smart and creative cities, in this dynamic and restless world, transformations 
are constant and rapid. It is of great relevance to point out some examples of smart and creative cities and what they have 
been doing to receive this certification. 
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The methodology used to choose cities that are smart and also creative was based initially on the indicator called Cities in 
Motion Index, which measures the degree of intelligence of the most important cities in the world and later on the 
UNESCO indicator called Creative Cities Netwook, which presents the most creative cities in the world. In the reports 
analyzed, there are cities that are just smart, or just creative, but to support this section, we took the ranking of the 10 
smartest cities, investigated one by one, if they are also in the ranking of the most creative cities. 
 
In the 2020 Cities in Motion Index report, the ten most intelligent cities in the world were respectively in the following 
order: 1. London (United Kingdom); 2. New York (United States); 3. Paris (France); 4. Tokyo (Japan); 5. Reykjavik 
(Iceland); 6. Copenhagen (Denmark); 7. Berlin (Germany); 8. Amsterdam (Netherlands); 9. Singapore (Singapore); 10. 
Hong Kong (China). Comparing these cities with the 174 most creative cities in the world, only Reykjavik (Islam) and 
Singapore (Singapore) are considered smart and creative cities (Iese, 2020). 

a- Singapore 

The city-state is the best in technology (in the first place in this category), in addition to occupying the 4th position in 
international scope. In Singapore, it's all about technology. There is a fiber optic network throughout the territory of the 
island and robotic hospitals, autonomous taxis and vertical gardens and farms that self-regulate the temperature by 
absorbing and dispersing heat during the collection of rainwater (BrazilLab, 2019). Singapore also uses technology to have 
the best traffic in the world, with roads, traffic lights and smart parking lots helping drivers to shorten travel times. 
Meanwhile, the city is already researching how to use autonomous cars driven by artificial intelligence. Connectivity is 
also a highlight, with the cheapest internet service and one of the fastest in the world. Using the mobile internet of a cell 
phone, you can download an entire movie in just 90 minutes. The technology is also used in essential services. In the health 
area, sensors monitor the status of patients and the elderly remotely. In security, facial recognition cameras help solve 
crimes (Zoox, 2018) 
 
Design continues to be the main driver of the local creative economy, contributing approximately $ 2.13 million annually 
to the city-state's GDP, with about 5,500 active design companies employing up to 29,000 people. As a creative city of 
design, Singapore plans to: expand the training programs of the Design Thinking & Innovation Academy, with a focus on 
design as a facilitator of sustainable growth, productivity and prosperity; meet the specific needs of the elderly population 
through the “Transformation of the Public Service” program to adapt urban services and, consequently, improve the quality 
of life of the elderly in the city; encouraging interdisciplinary approaches through the implementation of the “National 
Design Center - Cross-creative collaborations” workshops, mixing design with crafts and folk art and gastronomy; 
organize an exhibition that shows the best practices and projects of the Creative Cities of Design, to serve as a platform for 
dialogue while improving the international network of urban planners and designers; and promoting multidisciplinary 
projects, highlighting the contribution of design to global sustainable urban development (UNESCO, 2020). 

b- Reykjavík (Iceland) 

Despite being one of the smallest cities included in the index, Reykjavik exceeds expectations and ranks fifth in the overall 
ranking of the most intelligent and creative cities in the world. For the second consecutive year, Iceland's most populous 
city is also leading the way in the environmental dimension. Regarding the environment, the municipality that stands out is 
Reykjavik, capital of Iceland. It managed to grow in a sustainable manner by meeting the needs of the inhabitants without 
neglecting the next generations. To this end, it invests in solutions that combine technology and the environment, as the 
municipality has a low pollution index. Notably, more than 99% of electricity production and almost 80% of Reykjavik's 
total energy production comes from hydropower and geothermal energy, which makes its buildings and constructions 
naturally green. The city also presented a climate policy document with an action plan in which the goals are set for a city 
with zero carbon emissions by 2040 (BraziLab, 2019). 
 
Every day, energy from underground thermal sources (geothermal) is used to generate electricity and heating for 95% of 
the city's residences. Between 1944 and 2006, emissions of 110 million tons of CO2 were reduced, a decrease that 
prevented the release of up to 4 million tons of greenhouse gas per year. (Eco, 2010) In addition, since the middle of the 
last century, using natural resources, geothermal energy has become the main source of the country, with the highest per 
capita production in the world. Produced based on volcanic activity, it is clean and renewable, with much less 
environmental impact, even compared to Brazilian hydraulic energy (Melhado, 2019). The next goal of the city 
government in partnership with the company Reykjavik Energy is to make the city 100% supplied with renewable energy 
in the coming years (Eco, 2010). 
The capital Reykjavik, despite having only 120,000 inhabitants, has a vibrant cultural life and is a creative hub. Not only 
because it is the capital, but because it is the largest city in the country, it is there that most of the events taking place in 
Iceland are concentrated. The city is the place to be for those who love art and culture. Not for nothing, Reykjavik is 
considered the City of Literature by Unesco and was the first non-native in English to carry such a title (Unesco, 2020). 
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With a variety of world-class museums, theaters, galleries and universities. Reykjavík is home to the Arni Magnússon 
Institute for Icelandic Studies, the center of Icelandic Sagas and other medieval literature that have established Iceland as 
one of the most renowned literary nations in the world. The Arnemagnean Manuscript Collection was added to the 
UNESCO World Memory Register in 2009. The Reykjavík Harp Conference and Music Center is the newest addition to 
the city's cultural spaces. This building won the European Union's Mies van der Rohe Award in 2013. The International 
PEN Congress was held on the Harp in September 2013 (UNESCO, 2020). 
 
As a creative city of literature, Reykjavík envisages: participating in international projects such as the International 
Children's Literature Festival, the Reykjavík International Literature Festival and a variety of other international literary 
projects that reflect its connections with the Nordic and West-Nordic region of the North Atlantic and beyond; promoting 
reading in Reykjavík through the development of new projects such as the Reykjavik Reads Festival, the Sleipnir reading 
project - especially aimed at children and their families - and the national reading project and the Allir lesa website (Let's 
Read); foster creativity through workshops and writing initiatives, with a special focus on young people, women and new 
voices in Iceland, both natives and immigrants; and celebrating freedom of expression and supporting persecuted authors 
(Unesco, 2020). 
 

Final Considerations And Future Research 

The reconfiguration of urban tourist areas becomes a constant reality in the localities and appears as solutions for economic 
growth, sustainable development and contributes to the construction of the image of a destination. The city is a world of 
representations that cause different meanings. Regardless of whether it is small or a metropolis, it pulsates, lives, seduces, 
attacks, changes those who interact with it (Castrogiovanni, 2013). Today's cities are committed to the search for 
differentiation, based on their particularities and singularities, in order to boost the interest and appetite of visitors in 
relation to their tourist destinations, encouraging the development of new types of practices. Smart Cities called smart 
cities and creative cities, emerged to boost cities through the most diverse development formats. It was observed in the 
theories presented that smart cities are considered the city of technological, digital devices, indexes and rankings. The 
smart and creative city, in addition to incorporating the instruments and devices of smart cities, is an ecologically 
intelligent and creative city, socially inclusive, supportive and human. The possibility of a connection between smart and 
creative cities (CIC) was realized, in order to (re) think urban spaces, making it possible to further extend the concept to 
the Intelligent and Human City (CIH). 

In the long trajectory of the smart and creative city there are some lines that must be taken care of. Technological solutions 
will exist as a means of making life easier for the population. In this way, the place is able to improve the quality of life 
and meet the needs of its residents, has more space for job creation and economic growth, and can reduce costs and 
consumption through sustainability. In addition to allowing each individual to have their own experiences, but also 
allowing them to find a feeling shared in the community and the appreciation of local culture. Through the Cities in Motion 
Index indicator, which measures the degree of importance of the most intelligent cities in the world and later through the 
UNESCO indicator called Creative Cities Netwook, which presents the most creative cities in the world, and the crossing 
of data from both reports with the intention of to identify within the 10 most intelligent cities in the world, which are also 
creative and if there is a connection between them, it results in the cities of Singapore and Reykjavík in Iceland. 

Based on the theories studied about smart and creative cities, it was identified that Singapore in terms of the smart city the 
emphasis of the ranking was on technology, although other dimensions also appeared. Regarding the creative city, the 
emphasis was on the Design aspect. Reykjavik in Iceland, on the smart city issue, the ranking's emphasis was on the 
environment, although other dimensions appeared. Regarding the creative city, the emphasis was on the literature aspect. It 
is concluded by the investigated data surveys, that there is a connection between Smart Cities to smart and creative cities to 
the new models of contemporary tourist urban configurations. The successful examples to be cited are from Singapore and 
Reykjavik Cities. As a limitation of this research, bibliographic research is pointed out in peer-reviewed articles that 
discuss smart and creative cities. In future studies, relevance should be given to the quantitative methodology, which will 
bring more originality and value to this research. 

Funding: Centro de Investigação, Desenvolvimento e Inovação em Turismo (CiTUR)—FCT UID/BP/04470/2020 
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Abstract 

This paper provides insight into the transmission of shocks in the Bitcoin-Gold-dollar relationship during one-year period 

including COVID-19 epidemic period. The Vector autoregression (VAR) model and the generalized impulse response are used 

here to analyze this relationship. The result of both the Bitcoin and the Gold series exhibit cycling behavior and persistence to 

shocks.  

 

Keywords: Bitcoin, Gold, Stock market, VAR, Impulse Response Function. 

 

Introduction 

The market of cryptocurrencies has risen immensely since Nakamoto (2008) launched the concept of Bitcoin. Today, big 

companies worldwide consider the Bitcoin as innovative payment network and a new kind of money such as Amazon, PayPal, 

Microsoft, Bloomberg, Target, and Subway1. Bloomberg, Forbes, and CNN have considered it as the New Gold. In spite of the 

fact that it has not been introduced for a very long time in the financial market, it is has spread widely due to the convenient 

transaction. It can be used for the payment just like any other currency. In addition, a country bank or a government does not 

control it. It exchanges happen straightforwardly between the dealers. Many studies argue whether Bitcoin is a currency, or an 

investment. According to Whelan (2013), Bitcoin is seems to be a currency since it can be used for payment worldwide. 

Meanwhile, Bitcoin considered as an investment asset because it is an add to the investor’s portfolio. Glaster et al. (2014) reported 

that most Bitcoin dealers are looking for a new investment not for a new currency. Brière et al. (2015) claim that Bitcoin's return 

are inversely covarying with returns on Chinese stocks and Asia Pacific stocks , which makes the Bitcoin an attractive investment. 

And several independent operators and companies operate Bitcoin and gold’s assets. However, the main difference is the gold 

essentially used for its reserve of value capacities and for its negative correlation with US dollar, which makes it useful for 

hedging. On the other hand, many economists have compared Bitcoin to US dollar. Karl Whelan has compared Bitcoin to US 

dollar and said that Bitcoin is similar to the dollar (Whelan, 2013). Both have no intrinsic value and used primarily as a method 

of exchange. However, some points are different; a trustworthy government supports dollar, while Bitcoin is private money 

provided by the private sector. 

 

A.H Dyhrberg, said that Bitcoin has a place in the financial markets and in portfolio management and can be categorized as 

something between gold and the US dollar on a range of pure exchange advantages to pure store value benefits A.H Dyhrberg 

(2016 a). Many economists have compared bitcoin to gold as they have many similarities. They spring most of their value from 

the fact that they are rare and expensive to mine. In addition, none of them has nationality or is controlled by a government. 

Several independent operators and companies operate with Bitcoin and gold’s assets. Based on threshold   Generalized 

Autoregressive Conditionally Heteroscedastic (GARCH)  model, Dyhrberg (2016 b) claims that Bitcoin has the ability to hedging 

like gold using statistical properties Bitcoin shares with gold and currencies. 

 

 
1 http://www.ebay.com/gds/100-companies-that-Accept-Bitcoins -As-Payment-/10000000206483242/g.html. 
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Bouri et al. (2017) also used an asymmetric GARCH model to prove that Bitcoin has a safe haven property as gold. However, 

Tony Klein et al (2018) has analyzed and compared conditional variance properties of Bitcoin and Gold and the BEKK-GARCH 

model to estimate time-varying conditional correlations. They found that Bitcoin and gold have fundamentally different 

properties as assets and linkages to equity markets. Conrad et al. (2018) study the behavior of long-term volatility of Bitcoin and 

compare them to gold. They find that Bitcoin volatility is distinct compared to other asset classes. Klein et al. (2018) focus on 

the stylized facts long memory and asymmetric volatility of a financial time series using the Asymmetric Power autoregressive 

conditional heteroscedasticity (APARCH) and the Fractionally Integrated APARCH (FIAPARCH). They find that Bitcoin 

returns have an asymmetric response to market shocks, which is of the same direction than precious metals. In addition, affirm 

that Bitcoin, as an asset does not resemble any other conventional asset from an econometric perspective. 

 

The structure of this paper is as follows. Section 2 presents the data and preliminary tests. In Section 3, we present the 

methodology of the study. Section 4 presents the results and discussion. The paper concludes in Section 5. 

 

Data and Description Statistics 

Bitcoin price data, Dollar/Euro exchange rate, Dow Jones Industrial average, and gold price in USD per oz have daily 

observations and sourced from Yahoo Finance. The time series cover the period from 20th April 2019 to 20th April 2020. From 

daily closing prices, the returns as the natural logarithmic price differences are calculated  �� = log ( 	
	
��) × 100. Prices for 

Bitcoin, dollar/euro exchange rate, and gold are plotted in Fig1. Table 1 summarizes the descriptive statistics for the five-time 

series (Bitcoin, Gold, Dollars, DJIA, Oil Crude). 
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Fig. 1: Prices of Bitcoin, Gold, USA/EUR Exchange, DJIM and Oil Crude from April 2019 to April 2020. 

Table 1: Descriptive statistics for Bitcoin and financial daily return time series for  

April 22, 2019 to April 22, 2020, n = 366 

 Bitcoin Gold Oil Crude DJIM USD/EUR 

Mean 0.079166 0.107657 -0.521056 -0.035782 0.013305 

Median -0.67875 0.094686 -0.113681 0.088143 0.009044 

Std.dev 4.530849 1.213467 5.104621 2.152496 0.410730 

Min -46.47302 -4.890891 -34.39995 -13.84181 -1.446749 

Max 16.71043 7.363190 23.79080 10.76433 2.814408 

Skewness -2.732609 0.686834 -1.464117 -0.873408 0.848731 

Kurtosis 33.70007 11.32707 19.51415 16.09620 878.6701 

Jacque Bera 14828.53 780.5298 3035.606 1818.351 10.48440 

ADF -8.610695 -8.377671 -10.48295 -2.965707 -5.604330 

Note: ADF is the augmented dickey-Fuller test for unit root,  

 

Bitcoin, Gold and USD/EUR exchange rate have positive mean returns between 0.11% and 0.01%. Moreover, Oil Crude and 

DJIA have negative mean return -0.52% and -0.035%. However, among the five-time series, the oil Crude has the highest daily 

standard deviation with 5.10% referring to high variation of prices during the study period. While, gold has a daily standard 

deviation equals 1.21%. In addition, the Bitcoin standard deviation is 4.53% four times of Gold variation. According to Skewness, 

kurtosis and the Jacque Bera test result, all-time series subject of this study are non-Normally distributed. Finally, the ADF test 

rejects the hypothesis of a unit root in the data and assume all time series to be stationary. Fig 2 shows that Bitcoin’s tails are 

more pronounced than the tails of the density of Gold, USD/EUR exchange rate and the DJIA, while it is similar to oil crude 

volatility.  
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Fig. 2: Plot of the daily return series of: Bitcoin/Gold, Bitcoin/(USD/EUR), Bitcoin/DJIM and 

Bitcoin/Oil Crude. 

Table 2 presents the correlation matrix; we find that Bitcoin has two positive correlation with gold and DJIA. While gold has a 

positive correlation between all-time series except USD/EUR exchange rate. 

Table 2: Correlation matrix of variables (Gold, USD, Oil, DJIA, Bitcoin) 

 

 

 

 

 

 

Methodology 

In order to analyze the generalized impulse response to the chosen time series, the Dynamic analysis of Structural vector 

autoregressive (VAR) model (Sims. 1980) is used in this paper.  

 

The vector autoregression (VAR) model is the easiest and flexible models employed in analysing multivariate time series. The 

VAR model  used  in studying  and predicting the dynamic behavior of economic and financial time series. Moreover, the VAR 

model is employed  for  either structural inference or policy analysis. VAR models make it possible to analyze the effects of 

shocks, through random shock simulations and the decomposition of the variance of the error. Furthermore, Impulse response 

function is the key tool to trace run effects with an SVAR. The objective is to analyze the responses of variables to unexpected 

change (shocks) in other variables. Shocks to a stationary series are only transient nature, that is, the effects disappear over time 

(Bradley et al. 2006). In the case of the stock market series, an unexpected increase in the price of the indices of one series (in 

isolation of the other series) will lead to an increase in the series the series; however, over time the price of indices will eventually 

return to a normal reference value (Enders, 2004). This paper employs the generalized impulse response function (GIRF) 

proposed by Pesaran and Shin (1998) and Koop et al. (1996). 

 
Generalization of the VAR representation with k variables and p shifts (denoted VAR (p)) is written in matrix form: �� = �� + ������ + ����� ⋯ + ������ + �� 
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 GOLD USD_EUR OIL_CRUDE DJIA BIT 

GOLD  1.000000 -0.046585  0.134785  0.017853  0.093143 

USD_EUR -0.046585  1.000000  0.034510 -0.129598 -0.003946 

OIL_CRUDE  0.134785  0.034510  1.000000 -0.246505 -0.053008 

DJIA  0.017853 -0.129598 -0.246505  1.000000  0.313768 

BIT  0.093143 -0.003946 -0.053008  0.313768  1.000000 
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With �� = ���,���,�⋮�!,�
" ;  �� = $%��� ⋯ %��!⋮ ⋱ ⋮%!�� ⋯ %!�! ' ;  �� = ⎣⎢⎢

⎡%��%��⋮%!�⎦⎥⎥
⎤ ;  �� = �������⋮�!�

" 

 

We note: Σ/ = 0(����1), the matrix with (2, 2) order of variances-covariances.  Its VMA (∞) representation is given by: 

�� = 4 + �� + 5����� + 5����� + ⋯ = 4 + 6 57���7
8

79�  

With: 4 = (: − �� − �� − ⋯ ��)�� × �� 

And 57 = ∑ �=57�=  , > = 1,2, ⋯  %@A 5� = :.B7C(�,7)=9�  

In this form, the matrix M appears as “an impact multiplier”. That is mean, it is through this matrix that a shock is reflected at a 

given time D %@A � affects all the following values of EF. The effect of a shock (or of an innovation) is therefore permanent and 

decreases.  

Results 

In the VAR model, the Bitcoin market returns is given by GHF, the gold market returns is GIF, the DJIA returns is  GJF, Oil crude 

returns is  GKF, and Dollar/Euro Exchange rate expressed by GLF. Daily data for one year, from 20th April 2019 to 20th April 2020, 

are recorded. 

Order of the VAR model 

The Akaike and Schwarz criteria for shifts h ranging from 0 to 4 are used. Therefore, four models are estimated and retain the 

one with the smallest AIC and SC criteria. 

 P=1 P=2 P=3 P=4 

AIC 6.145134* 6.234282 6.139225 6.190774 

SC 6.247671* 6.469865 6.589650 
 

6.968457 

 

The number of shifts retained corresponds to the lowest value of the criteria, ie: M = 1. 
 Parameter Estimation 

Table 3 represents estimated time series  

Table 3:  Vector Autoregression Estimates 

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

 RT__BIT_ RT__DJIA_ 

RT__OIL_CR

UDE_ 

RT__USD_E

UR_ RT_GOLD_ 

RT__BIT_(-1) -0.135266 -0.057036 0.085836 0.003850 0.041059 

 (0.07498) (0.02581) (0.06211) (0.00596) (0.01608) 

 [-1.80412] [-2.21017] [ 1.38190] [ 0.64646] [ 2.55313] 

      

RT__DJIA_(-1) -0.137702 -0.237315 0.409805 0.003082 0.001186 

 (0.18322) (0.06306) (0.15179) (0.01455) (0.03930) 

 [-0.75156] [-3.76314] [ 2.69981] [ 0.21175] [ 0.03017] 

      

RT__OIL_CRUDE_(-1) -0.228101 0.073261 -0.190368 -0.012137 0.039348 

 (0.09002) (0.03098) (0.07458) (0.00715) (0.01931) 
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 [-2.53388] [ 2.36444] [-2.55259] [-1.69726] [ 2.03781] 

      

RT__USD_EUR_(-1) -0.947938 -0.640068 1.885603 0.154898 -0.291676 

 (1.05471) (0.36302) (0.87378) (0.08378) (0.22623) 

 [-0.89877] [-1.76317] [ 2.15798] [ 1.84878] [-1.28929] 

      

RT_GOLD_(-1) 0.672001 0.363655 -0.138280 -0.075812 -0.058954 

 (0.32240) (0.11097) (0.26709) (0.02561) (0.06915) 

 [ 2.08437] [ 3.27713] [-0.51772] [-2.96015] [-0.85251] 

      

C -0.191960 0.028185 -0.419464 0.041755 0.111290 

 (0.37691) (0.12973) (0.31226) (0.02994) (0.08085) 

 [-0.50929] [ 0.21726] [-1.34333] [ 1.39455] [ 1.37657] 

R-squared 0.060959 0.229507 0.145213 0.102257 0.070274 

Adj. R-squared 0.035442 0.208570 0.121985 0.077862 0.045010 

Sum sq. resids 4871.332 577.0977 3343.409 30.74039 224.1207 

S.E. equation 5.145350 1.770989 4.262710 0.408739 1.103652 

F-statistic 2.388937 10.96164 6.251650 4.191706 2.781546 

Log likelihood -577.7877 -375.1421 -542.0319 -96.56089 -285.2886 

Akaike AIC 6.145134 4.012023 5.768757 1.079588 3.066196 

Schwarz SC 6.247671 4.114560 5.871295 1.182126 3.168733 

Mean dependent -0.033403 0.065698 -0.409322 0.036527 0.088953 

S.D. dependent 5.239029 1.990717 4.549198 0.425645 1.129360 

Determinant resid covariance (dof adj.) 237.0547    

Determinant resid covariance 201.9155    

Log likelihood -1852.237    

Akaike information criterion 19.81302    

Schwarz criterion 20.32571    

Number of coefficients 30    

 

Then, the Estimated VAR (1) is written: NFOPQF = −R. HJL NFOPQF�H − R. RLSR NFTUPVF�H + R. RWL NFXPYZ[\T]F�H 

          +R. RRJW NF \^T]\[F�H + R. RKHR NF_XYTF�H + `HF                                                                       (1) 

NF_XYTF = −R. RLW NF_XYTF�H + R. aSI NFOPQF�H  +  R. JaJ NFTUPVF�H −R. HJW NFXPYZ[\T]F�H − R. RSL NF\^T/]\[F�H + +`IF                                                          (2) 

 

NFTUPVF = −R. IJS NFTUPVF�H − R. HJS NFOPQF�H + R. KRc NFXPYZ[\T]F�H + R. RRJ NF \^T]\[F�H 

+R. RRH NF_XYTF�H + `JF                                                                                                                 (3) 
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NFXPYZ[\T]F = −R. HcR NFXPYZ[\T]F�H − R. IIW NFOPQF�H +  R. RSJ NFTUPVF�H               −R. RHI NF\^T/]\[F�H + R. RJcJ NF_XYTF�H + `KF                                                     (4) 

NF \^V]\[F = R. HLK NF \^T]\[F�H − R. aKR NFTUPVF�H − R. cKS NFOPQF�H + H. WWL NFXPYZ[\T]F�H 

−R. IcH NF_XYTF�H + `LF                                                                                                             (5) 

       

A variation at a given time of d� has an immediate consequence on ��e:f�  then on ��ghij��� and ��ghij���. For example, if it 

occurs at t a shock on d� equal to 1, we have the following impact: 

:@ D: l ∆�De:f�∆�Dghij�n = o10p 
:@ Mq�>rA (D + 1): l ∆�De:f���∆�Dghig���n = o−0.135 0.0410.672 −0.058p o10p = o−0.1350.672 p 

 

:@ Mq�>rA (D + 2): l ∆�De:f���∆�Dghig���n = o−0.135 0.0410.672 −0.058p o−0.1350.672 p = o 0.045−0.129p 
Etc... 

The different values thus calculated constitute the impulse response function. 
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Fig 3. Impulse response function with levels. The forecast horizon (h) is measured in 12h intervals and is given on the 

horizontal axis. The vertical axis measures the magnitude of the response to the impulse, scaled such that 1.0 equals one 

standard deviation. Confidence bands, used to determine statistical significance of an impulse response at horizon h, 

where h=1, 2…10, are shown as dashed (– – – –) lines and represent ±2 standard errors. 

 

Bitcoin versus other time series 

An unexpected change (shock) in Bitcoin returns has a positive and significant initial impact effect (first period h=1) on its own 

returns. Then it diminishes over the next two periods and becomes negative at a horizon of 3 to 4 periods after the shock at which 

time Bitcoin returns to equilibrium. However, the shock on the Gold returns is positive and significant at initial impact, then falls 

and becomes negative and significant after two periods before the effects of the shock completely wear off. Thus, both the Bitcoin 

and the Gold series exhibit cycling behavior and persistence to shocks. 

 

While, an unexpected positive change (shock) in Bitcoin returns has a positive and significant initial impact effect (first period 

h=1) on DJIA returns. This effect reduces over the next two periods and becomes negative at a horizon of 3. In 4 and 5 periods, 

the shock return to be negative and the DJIM returns does not regain its equilibrium until period 6.  

The directions of the responses were in line with our expectations, Moreover, a comparison of the “cross effects” indicates that, 

while cycling and persistence are common features, there is a greater degree of both volatility and persistence in Bitcoin return 

than in gold and dollar price volatility.  

 

Conclusion 

This research examined the Bitcoin-Gold-Dollar relationship during Covid-19 period using a VAR model and generalized 

impulse response functions. However, the generalized impulse response provides robust statistical results for the case in which 

the error terms in the multiple-equation system are contemporaneous correlated. The results indicated that there are significant 

responses of Bitcoin to shocks or unexpected changes in the gold and dollar price, captured by standard interpretation of the 

VAR results. The paper illustrated the usefulness VAR analysis to improve our understanding of the interdependencies that exist 

among studied time series. For the first sight, Investing in cryptocurrencies can seem complicated due their no physical nature, 

but by time, Bitcoin shows a high privacy and security for investor. Therefore, Bitcoin should be introduced more as a tool for 
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the investment since it shows stability during crisis period especially Covid-19. For investors, it would be a new way of creating 

certain and high profits. Dyhrberg, 2016, shows that Bitcoin has many properties similar to the gold and the dollars and it could 

be employed as risk averse, which is confirmed to our result. From the end of 2020 to the beginning of 2021, Bitcoin witnessed 

a big jump in stock prices, which strengthens the results extracted from this research and it will be the future of cryptocurrencies 

that open path towards prosperity and control in the global economy with technology and artificial intelligence. 
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Abstract 

 
LZ Service is a specialized wedding enterprise which performs wedding gallery is located in Bandung, Indonesia since late 
of 2016. Unlike common retail fashion designer, LZ Service applied agile project management in form of custom-made rent 
to order as their creative financing. Stagnant business growth from 2018 until 2020 has been faced by LZ Service. It can be 
seen from the decreasing wedding project. 
This research used a qualitative method which is aimed to solve the stagnant business growth by improvement strategy in 
implementing agile project management. The agile project management was evaluated in internal and external analysis to 
recognized the main problem. Internal analysis was conducted by using business model canvas analysis and business process 
analysis. And external analysis was conducted by Porter’s Five Force, competitor analysis and customer analysis. 
It turned out that LZ Service failed to absorb more wedding projects because the existing attire collection could not provide 
the wanted specification of potential clients due to the fewer number of attire collection. It might be easy to increase 
production capacity. But, all the final product from production process will be inventory to be rented. As the custom-made 
rent to order projects increase, there will be more wedding attire inventory in wedding gallery which lead into more complex 
management. Management problem becomes priority to be solved because there has not been a control design which supports 
more complex business process. By using Levers of Controls Framework in imposing the control within the project agility 
in order to succeed the project. 
 

Keywords: agile project management, levers of control, management control systems, wedding gallery. 
 

Introduction  

 
Indonesia’s economy has been growing rapidly since 2017, which benefited the overall growth of wedding industry. Market 
size of wedding industry in Indonesia grows significantly year by year. And it is estimated to be worth up to $ 7 billion 
(Tempo, 2017). LZ Service is a specialized wedding service enterprise which is initiated in makeup service line and wedding 
documentation service line that based in Bandung has been running since late of 2016. Armed with the experience of 
collaborating with a former senior fashion designer, Eddy P. Chandra, LZ Service finally started its own production in making 
wedding attire in late of 2017. Unlike common retail fashion designer, LZ Service adopted custom made rent to order as 
their value proposition. 
 
LZ Service has been facing stagnant business growth for last three years. It can be seen from the annual wedding project 
which LZ Service had been handled. LZ Service has two kind of wedding project packages which are custom made to order 
and ready stock package. The custom made to order package is one of revenue streams and also become an investment in 
acquiring attire collection to be rented. In doing custom-made rent to order project, LZ Service has been applying agile 
project management since 2018. 
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Fig. 1:  LZ Service Annual Wedding Project 

 

Charles G. Cobb (2011) mentioned, agile project management is much stronger focus on producing value for customer. 
Customer is directly involved in product development process, it is understood and expected that the customer is going to 
introduce changes throughout the project to try to optimize the business value the project produces. In accordance with 
customer collaboration in every product development phase, the waste cost of wrong product development is also reduced. 
It is also expected to boost organization growth. In spite of the fact that LZ Service applied agile project management, the 
failure of grow bigger is still faced by LZ Service. 

 

As seen the figure 1, number of ready stock project had been less than the custom made to order projects since 2018 and 
tended to decline until 2020. Whereas the custom made to order project goes stagnant year by year. At average of acquiring 
cost of a new wedding attire is about Rp 15.000.000 per custom made rent to order project, and average rented ready stock 
price to be charged is Rp 3.000.000 for an embroidery wedding attire (kebaya or gown). The diagram above shows that ready 
stock attire was not success to overcome the acquiring cost because the number of ready stock project is still below custom 
made rent to order project. And this issue also leads to longer break-even point which was expected to get return on 
investment faster. Instead of getting a profit, LZ Service is still worrisome to get equal return on investment over the acquiring 
cost. However, if the graphic is tended to be the same or worse, it will endanger LZ Service’s going concern. It is really 
necessary to evaluate what kind of actions which had done are driven LZ Service into wrong direction. Therefore, this 
research is aimed to solve the stagnant business growth by improvement strategy in implementing agile project management. 
 

Literature Review 

 
Management Control Systems 

 
Management Control Systems (MCS) are systems which include all the devices or systems that managers use to ensure the 
behaviors and decisions of their employees are consistent with the organization’s objectives and strategies. Designed 
properly, MCSs influence employees’ behaviors in desirable ways and, consequently, increase the probability that the 
organization will achieve its goals. Thus, the primary function of management control is to influence behaviors in desirable 
ways (Kenneth and Wim, 2017).   
 
Simon (1991) said that there are five control systems in Management Control Systems based on business strategies which 
are  
 
1. Profit planning systems are used interactively when strategic uncertainties relate to the development and protection 

of new products and markets (for instance highly innovative consumer products). 
2. Project management systems that report information about the discovery and integration of new technology projects 

are used interactively in businesses where changes in product technology are strategic uncertainties (for instance 
high technology medical devices). 

3. Brand revenue budgets that report revenue, market share, and shipment data by brand or product category are used 
interactively in businesses where strategic uncertainties relate to extending the attractiveness of mature products 
(for instance branded consumer goods such as hair coloring). 
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4. Intelligence systems that report information about social, political, and technical business issues are used 
interactively when there is significant uncertainty concerning changes in regulation and government policy (for 
instance prescription drug companies). 

5. Human resource systems that report information on skill inventories, manpower planning, and succession planning 
are used interactively when strategic uncertainties relate to acquiring new skills to meet competitive needs (for 
instance, in new and/or rapidly growing businesses). 

 

Levers of Controls 

 
The Levers of Controls framework was popularized by Simons. It is a tool of performance measurement and control 
techniques, and illustrates how top managers can use these tools to achieve specific objectives by integrating the four levers 
of beliefs systems, boundary systems, diagnostic control systems, and interactive control systems. The power of these levers 
in implementing strategy does not lie in how each is used alone, but rather in how they complement each other when used 
together (Simons, 2014). 
 
Belief systems are the systems how top and bottom management can communicate formally and reinforce systematically to 
provide basic values, purpose, and direction for the organization. It focuses on how the company sets the core value. On the 
other hand, boundary systems communicate how the systems direct the company to conduct the business. For instance, how 
should incentive be designed as a reward system. Boundary systems can be negative systems in implementation of project 
agility if the company sets the boundary systems in coercive way by setting limitation on how everyone in organization 
behaves (P. S. Adler and C.C. Chen, 2011). On the other hand, when boundary systems are enabled in a proper way by 
balancing the limitation with an incentive as motivation to all employees, can be a positive impact to the creativity. Boundary 
systems are implemented in non-agile project can be in form of policies or codes of conduct. Meanwhile, in agile projects, 
product owners are able to define limitations and the scope of product or service development according to the customer’s 
needs (Philip and Gleich, 2019). 
 
Belief systems are an important factor in the creation of individual motivation (Adler and Chen, 2011). Belief systems 
stimulates everyone in organization to be creative without any restriction for action (Mundy, 2010). Stimulation is performed 
because beliefs systems can be established through mission statements, statements of purpose, employee credos, and 
management and employee meetings (P. S. Adler and C.C. Chen, 2011). 
 
Diagnostic control systems are the essential management tools for transforming intended strategies into realized strategies. 
Diagnostic control systems relate to strategy as a plan. Diagnostic control systems allow managers to measure outcomes and 
compare results with present profit plans and performance goals. Without diagnostic control systems, managers would not 
be able to tell if intended strategies were being achieved.  For example, budgeting plans become a control to assess how the 
company spends the resources. Meanwhile interactive control systems are the formal information systems that managers use 
to personally involve themselves in the decision activities of subordinates (Simons, 2014). Diagnostic control systems along 
with the interactive control systems can have a positive feedback in agile project management implementation. The absence 
of diagnostic control primarily results in a lack of transparency of the interaction of the development team (Taipaleenmäki, 
2014). Therefore, diagnostic systems help to focus on the search for solutions for task-oriented problems (Chenhall and 
Moers, 2015). On the other hand, interactive control systems are used to recognize the strategic opportunities of innovation 
at an early stage through a mixture of formal systems and intensive communication particularly (Reid and De Brentani, 
2004). 
 

Agile Project Management 

 
In accordance with Charles G. Cobb, the four values of agile depend on the person implementing agile to interpret what those 
values mean in a given situation and determine how to apply them in the context of the business and project environment 
(Charles G. Cobb, 2013). 
 

 
Fig 2. Iterative PMLC Model 

 
An Iterative PMLC model consists of a number of process groups that are repeated sequentially within an iteration with a 
feedback loop after each iteration is completed. Iterative approaches are used when company have an initial version of the 
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solution. The iterative cycles are designed to identify, select, and integrate the missing pieces of the solution. Think of the 
Iterative PMLC model as a variant of production prototyping. The intermediate solutions are production ready, but they 
might not be released by the client to the end user until the final version is ready. The client would choose to release a partial 
solution to the end user in an attempt to get input from them on further solution detail. The Iterative PMLC model requires 
a solution that identifies the requirements. 
 
The Iterative PMLC model embraces several types of iteration. Iteration can be on requirements, functionality, features, 
design, development, solutions, and other components of the solution. An iteration consists of the Planning, Launching, 
Monitoring and Controlling, and Closing Process Groups. Closing an iteration is not the same as closing the project (Robert 
K. Wyscoki, 2013). 
 

Research Methodology  

 
This research uses qualitative method. The existing agile project management was evaluated in internal and external analysis 
to recognized the main problem. Internal analysis was conducted by using business model canvas analysis and business 
process analysis. And external analysis was conducted by Porter’s Five Force, competitor analysis and customer analysis.  
 
Business process analysis and business model canvas were conducted by direct observation and depth in interview with LZ 
Service’s Creative Director. Retrieved data for competitor analysis and customer were derived from questionnaires. 
Questionnaire is in form of open-ended question. And it was done and recorded in LZ Service’s customer journey during the 
discussion with client, production process and during wedding service. There was two kind of respondents who were LZ 
Service’s clients from 2018 until 2020. The former was clients who took custom-made to order package and the latter was 
potential client who planned to rent the ready stock package and ended up with the cancelled transaction. 
 
In finding the root problem which contributes in stagnant company growth, Root Cause Analysis (RCA) were used. One of 
the tools to analyze the root cause diagram is fishbone diagram. Fishbone diagram (also called Ishikawa diagrams or cause-
and-effect diagrams) is a graphical technique to show the several causes of a specific event or phenomenon. In particular, a 
fishbone diagram (the shape is similar to a fish skeleton) is a common tool used for a cause-effect analysis to identify a 
complex interplay of causes for a specific problem or event (Mario Coccia, 2017). 

 
Findings and Arguments 
 

Based on internal and external analysis, there are several listed problems that LZ Service faces. Following table is the 
summary based on their analysis. 

 
Table 1: Findings 

 

Analysis Conclusion 

Business model canvas The variable cost structure should be eliminated but 
acquiring the human resources from key partners to be 
LZ Service’s full-time employees. 

Business Process  1. The simple organization structure did not support if 
there are more parallel projects. 

2. Ineffective and inefficient production process is 
caused by delivery process from external parties into 
LZ Service gallery which lead to time consuming. 

3. Coordination difficulties within the production. 
4. Lack of control in agile team member. 

Agile Project Management  In spite of the fact that LZ Service applied agile project 
management, the time completion was still longer. 

Porter’s Five Forces Wedding gallery industry in Indonesia is still attractive 
to be compete. But LZ Service failed to absorb more 
projects as possible. 

Competitor  Other competitors are success to get more clients 
because they get popularity in social media. They are 
aggressively put effort in social media marketing. And 
they also have decentralized organization structure 
which can be seen from delegation job from customer 
relation until their service is performed. 
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Customer   LZ Service is success to get all satisfaction from the 
clients but LZ Service lost the opportunity to get more 
clients. Because the potential clients could not find their 
wanted specification due to few wedding attire 
selections. 

 
From the table above, LZ Service failed to get more clients because the existing attire collection could not provide the wanted 
specification of LZ Service potential clients. Compared to competitors, LZ Service has a smaller number of attire collection. 
Competitor has more collection because they already established proper management in sorting project. From the conclusion 
above, the problem will be classified into management, people, production, and other. 
 

Table 2: Problem Grouping 

 

Group Problem Analysis 

Management Organization structure is centralized 
and simpler. 

Business process and competitor 

There is still no proper management 
system. 

Business process analysis and 
competitor analysis 

Production Coordination difficulties Business process analysis 

Longer time project completion Business process and agile project 
management 

Small production capacity Agile project management 

People Human resources are in variable 
basis. 

Business model canvas analysis 

Limited human resources Business process analysis and 
competitor analysis 

Other Limited wedding attire collection Customer analysis and competitor 
analysis 

Marketing Competitor analysis 

 
To get a deeper understanding which problem has to be solved first as the root cause. One of the tools to analyze the root 
cause diagram is fishbone diagram. Fishbone diagram (also called Ishikawa diagrams or cause-and-effect diagrams) is a 
graphical technique to show the several causes of a specific event or phenomenon. In particular, a fishbone diagram (the 
shape is similar to a fish skeleton) is a common tool used for a cause-effect analysis to identify a complex interplay of causes 
for a specific problem or event (Mario Coccia, 2017). 

 

Fig 3. Fishbone Diagram 
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From the fishbone above, there are 4 major causes that make stagnant business growth. The major factors come from 
management, production, people and other. The most significant cause becomes the prioritized first to be solved. The priority 
of subjective assessment will be described as follows in table 3. 

Table 3: List of Prioritized Cause 

 

Priority Level Factors 

1 Management  

2. People 

3.  Production 

4.  Other 

 
Based on priority level, the first problem which has to be solved is management systems. Management system is not already 
established well in LZ Service which leads to another problem in production capacity and human resource system. Marketing 
becomes the last problem that has to be solved because if marketing has improved, there would be a high significant number 
of engaged clients. In contrast, human resource management within has not yet fully supported the production capacity. 
Consequently, the upcoming projects which will increase cannot be handled well by LZ Service. Moreover, customer 
dissatisfaction will arise and it is not good for company sustainability. 
 
It might be easy to increase production capacity. But LZ Service has unique business process. All the final product from 
production process will be LZ Service’s inventory to be rented. As the custom-made rent to order project increase, there will 
be more wedding attire inventory in wedding gallery. Organizing few attire collections is easier than organizing hundreds of 
wedding gown or kebaya. Therefore, management becomes important. 

 

Management become priority because there has not been a control design which supports bigger business process life cycle. 
Moreover, the simple organizational structure effects the production capacity. In addition, human resource system reinforces 
production performance. Based on the business process analysis, agile project management cannot be implemented well 
because the characteristics of existing human resources are on a project basis. Another obstacle in human resource, especially 
in bead embroidery design, mostly bead artisans are housewives that cannot be controlled in distance by communication 
technology. Business owner has to monitor directly by coming into the bead artisan house which means time consuming and 
hardens the controlling process. LZ Service can shift the human resource basis from project basis into fixed time basis if 
there is a clear productivity measurement and procedure to shorter lead time and reducing cost. In conclusion, the 
management must be addressed firstly. 

Discussion 

After conducting a Root Cause Analysis, the next step is by generating solutions to problems encountered in the company. 
The generated solutions are as follow: 

Organizing for Performance in Management Control Systems 

 
At the birth stage of the organizational life cycle, most entrepreneurs do everything by her-himself. From selling, to 
purchasing, to record keeping, to negotiating the contracts and obtaining permits. As the business grows and hires employees, 
this approach becomes increasingly inefficient. Currently LZ Service has a simple organization structure within the wedding 
enterprise.  
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Fig. 4 LZ Service’s Organization Structure 

Simons (2014) explained that the simple organization approach inevitably leads to diffusion of attention because there is no 
clear specification task and procedure for employees.  Accordingly, as businesses grow, it is common for entrepreneurs to 
streamline workflows and focus attention by clustering workers by work-process or function. By designing the proper 
organization structure, it helps the company to communicate the belief systems which are stated in company core value.   
 
Moreover, the new organization structure is designed to diminish the centralization. The delegation of working processes 
can be focused into sub-unit or division. Because in successful implementation of agile project management, the company 
needs to decentralize the structure. As the new organizational structure, there will be a new implementation or changes in 
business processes. There are appointment systems, attire-inventory systems, accounting information systems, payroll 
systems, agile project management systems, and human resources systems. 

 

In restructuring of organization, the approach was using work process or function. In a functional organization where work 
units are grouped by similar activity. The new organization structure also must support the clearer and more reliable 
information flow to support decision making. 
 

 
Fig. 5:  Organization Restructure 

 
The current Organization Chart as is shown in figure 4 is simpler because there are less people to organize. When LZ Service 
grows, the company needs to hire more people. Therefore, communication and monitoring flow will be harder. In order to 
support customer relationships from clients and wedding vendors cooperation, there is a public relation department under 
Chief Executive Officer (CEO). Public Relation department is assigned to handle customer appointment, vendor meeting 
schedule, bride and groom assistant during the wedding and things that are related to responsible sample size attire and ship 
back to the client address. Therefore, there will be a new implemented system which is appointment systems in organizing 
all meetings and fitting schedules. 
 
There is particularly a finance department which handles all procurement, payroll and revenue systems. Moreover, it is 
necessary to record all the transactions orderly. The delegation of bookkeeping responsibilities to a team of experts will gain 
valuable insights into company’s financial data, enabling the company to make more well-informed business decisions. 

 

The current condition, Creative Director handles the wedding attire directly. As the customers are increasing, it is impossible 
to handle alone from fitting sessions and delivering the worn wedding attire to be laundered. Hence, there are three divisions 
under Creative Director which are divided into production department, attire house department and makeup artist department. 
There are new divisions under the attire house department which are housekeeping division and gallery division. To minimize 
the risk of missing items in the laundry process, the company is better to hire people to wash the attire inside the gallery. 
Therefore, the risk of missing attire in in-out wedding attire is minimized. In addition, lead time in the laundry process to be 
worn by other clients is shorter. 
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Gallery division is a division to assist clients in fitting sessions, preparing the attire, accessories, shoes and items which are 
needed in clients' weddings as stated in contract and recheck wedding attire and items that are already used if there is a 
necessary repairment and mark the stains on the clothes. Gallery division and housekeeping are in the same department in 
order to control and coordinate the attire easily. Whilst, bead artisan and tailor are in the production department remain the 
same. 

Designing Human Resource Systems 

Organization structure promotes the interactive control systems that managers use to involve themselves regularly and 
personally in the decision activities of subordinates (Simons, 2014). Prior to design the human resource systems, it is 
necessary to determine the productivity rate based on project cost historical data. Productivity rate acts a controlled object to 
measure each worker productivity and a standard measurement whether a worker can get the incentives.  As the shifting 
variable worker cost into fixed worker cost, it needs a clear recruitment process. Company must set job qualification standard 
in recruiting a worker whether they are a skillful worker or unskilled worker. Moreover, company must decide whether it is 
necessary to train the worker if the hired worker is the unskilled one. The benefits over cost are calculated correctly whether 
company decides in hiring the skillful worker or unskilled worker. The proper human resources systems are compactible in 
assessing what workers do to achieve company goal. Therefore, the workers may have an incentive to understate actual 
performance. Incentive will be based on the productivity rate. In this case, productivity rate acts as diagnostic controls. 

Designing the Suitable Agile Project Management for Wedding Gallery 

 

 
Fig 6. Agile Project Process Highlight 

 
In implementing the four values of agile, LZ Service has been using iterative project management life cycle approach as the 
figure above. Scope phase in LZ Service’s project is the general condition which kind of project is selected by the client 
whether it will be in ready stock package or custom-made order to rent package. The detail design and specifications are 
outlined in the iteration plan. This scope phase also includes as boundary systems in levers of control.  
 
After the client pays the down payment, soon all project team members launch iteration process which elaborate into several 
tasks such as pattern making, embroidery design sampling and 3D embellishment sampling. The shifts of part time workers 
into full time workers simplifies the coordination easier. Thus, monitoring and controlling cost is reduced. After all team 
members have done the first iteration task, Creative Director as Project Owner verifies all the done working has met the 
requirement. First iteration in LZ Service is the dummy phase. Dummy phase is a stage where pattern tests on a dummy 
fabric such as muslin to minimize the risk of unwanted pattern if the pattern is done on the real fabric. Close iteration is 
ended in a fitting session when the done pattern is right or there is no need to resize. The next iteration is transferring the 
pattern that has been made onto the right fabric and the needed 3D embellishment and applique are made in parallel. 
Embroidery process cannot be made in parallel because it has to wait until the sewing process is done. Therefore, the third 
iteration is the embroidery process which is initiated when the second fitting session has no change in pattern or size.  
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Embroidery process takes the longest time among other processes because it involves a handcraft process. Therefore, the 
next iterative process is broken down into several times before the final fitting will be made. Every 20% of embroidery works 
in progress, the Creative Director asks client feedback whether it has been done correctly as she or he wants. About 80% of 
the embroidery is made, there is a fitting session to try on the client body whether the adjustment is needed or not. When 
100% of completion, there is final fitting where the adjustment is not necessarily made. 
 
In applying the new Management Control Systems, the object control is the business process. Along with established standard 
operating procedure, there are several controlled documents in each activity to control the business process. In order to assess 
the success of control toward business process, there are several key performance indicators which shows the applied systems 
succeed. The key performance indicators are derived from diagnostic control in levers of control approach. 
 
 

 

 

Table 4: Key Performance Indicators 

Department Key Objectives KPI 

Public Relation Customer Satisfaction 1. There is no client complaint. 
2. There is no overlapping schedule. 
3. Client’s positive feedback. 
4. Positive cooperation feedback from 

partnered vendor. 

Early Repairment Recognition 1. There is no hard stain recognition by 
housekeeping. 

2. There is no scratch or torn part attire 
recognition by housekeeping. 

Finance Financial Report  1. There is no payroll shortage. 
2. There is no late payment installation. 
3. There is no under payment. 

Wedding Gallery Excellent attire governance 1. There is no missing item in monthly audit. 
2. There is no dusted attire in gallery. 
3. Attire improvement recognition every 

client’s engaged event for maintenance. 

Housekeeping Excellent attire maintenance 1. Attire improvement recognition for 
maintenance. 

2. There is no stain recognition after washing 
by gallery staff. 

3. There is no scratched attire recognition by 
gallery staff. 

Production Good Quality  1. Positive client feedback. 
2. Accomplish client’s needs and wants. 
3. Numbers of rented attire are repaired. 

Production Capacity 1. Increasing number of attire production in one 
month (30%-50%). 

2. Completion attire production is always on 
time. 

3. Cost reduction (30%). 
4. Time saving as new proposed lead time. 

Marketing Marketing Effectiveness 1. Revenue growth (30%-50%). 
2. Private makeup class requisition at least 1 

student per month. 

Brand Recognition 1. Portfolio are shout out by well-known 
wedding inspiration platform (minimum 
each month is shouted). 

2. Increasing number of vendor cooperation 
proposals (in 1 year, there are minimum 5 
cooperated vendors). 
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Conclusion  

 
After analyzing internal and external business condition, there are several causes as the effected problem from root cause 
problem. Findings direct to management systems become priority because there has not been a control design which supports 
bigger business process life cycle. Moreover, the simple organizational structure effects the production capacity. In addition, 
human resource systems contribute production performance. Based on the business process analysis, agile project 
management cannot be implemented well because the characteristics of existing human resources are on a project basis. 
Another obstacle in human resource, especially in bead embroidery design, mostly bead artisans are housewives that cannot 
be controlled in distance by communication technology. Business owner has to monitor directly by coming into the bead 
artisan house which means time consuming and hardens the controlling process. LZ Service can shift the human resource 
basis from project basis into fixed time basis if there is a clear productivity measurement and procedure to shorter lead time 
and reducing cost. Therefore, a shifting in organization structure to be less centralized is necessary in applying agile project 
management.  
 
In addition, by implementing Management Controls Systems in control levers approach on project success will help LZ 
Service to design their own control mechanisms accordingly. The applied Management Controls Systems also effect the 
business process to support more complex organization structure which lead to automate business process. In adjusting belief 
systems to all management level, interactive control is designed in decentralized organization structure. Boundary systems 
is applied in scope phase of agile project management. The clear standard operating procedure which is part of interactive 
control systems automates the business process. In assessing the success of control toward business process, there are several 
key performance indicators which shows the applied systems succeed. The key performance indicators are derived from 
diagnostic control in levers of control approach. 
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Abstract 
 
The world economy is characterized by huge dynamism. Changes of both its subjects and relations between and among the 
subjects are seen as its immanent feature. International trade relations are considered one of crucial ties in the world 
economy. Economic and political transition introduced by Poland in 1990 resulted in gradual opening of the Polish 
economy, which led to its active participation in numerous international organizations, as well as its full accession to the 
European Union structures in 2004. Increased engagement of Poland in international trade was observed. The main 
objective of the paper was to study and evaluate structural changes in Poland’s foreign trade from 1990 to 2019, regarding 
both geographical pattern of Poland’s foreign trade and commodity structure of Polish exports and imports. Moreover, an 
attempt was made to identify challenges and opportunities for Poland in terms of participation in international trade 
relations in the post-pandemic world economy. 

Keywords: Poland, Foreign Trade, Structural Change. 
 
Introduction 
 
The world economy is dynamic in its character. Quantitative and qualitative changes are observed both in regard to its 
subjects and to the complexity of relations between and among them. National economies – crucial subjects of the world 
economy – not only grow but also change their structure as a result of the process of economic development. ‘Economic 
development is a process of structural transformation with continuous technological innovation and industrial upgrading, 
which increase labor productivity, and accompanied improvements in infrastructure and institution’ (Lin 2017, p. 183). 
Economic development results in quantitative and qualitative changes in production structure and employment structure of 
a national economy, as well as in the role of each sector (Panchamukhi, Nambiar and Mehta 1989). Moreover, structural 
changes of a national economy result in changes of its position in the world economy, because they are reflected in 
changed relations with other subjects of the world economy, e.g. in changed international trade, capital and technological 
relations. Structural changes in the global economy tend to be related to functional and spatial fragmentation of production 
and consumption, as well as to their reintegration through international trade (Memedovic and Iapadre 2009). In turn, one 
can observe a changed role and position of individual national economies in the world economy.  Structural changes are an 
ongoing process. The last three decades abounded in more noticeable and generalizing qualitative changes. It is a phase of 
structural transformation that involves another shift in the role of the dominant sector driving economic growth. An 
observed model of structural changes is characterized by changes in the share of the three main sectors of the economy: the 
permanently decreasing share of the agricultural sector, the curvilinear (increasing, then decreasing) share of the industry 
sector, and the constantly growing share of the sector services (Winiecki 2013). 
 
The last three decades were extremely important for the development of Poland and its role in the world economy. The 
beginning of the 1990s brought the introduction of economic and political reforms in Poland. Economic transformation, 
creation of market economy, as well as political transition (democratization) resulted in gradual opening of the Polish 
economy (Pawlas 2018). Rising openness of Poland led to its active participation in numerous international organizations, 
as well as its full accession to the European Union (EU) structures in 2004. The engagement of Poland in international 
economic relations (international trade, transfer of capital and technology) increased gradually. The main aim of the paper 
is to study, identify and evaluate structural changes in Poland’s foreign trade (regarding both geographical pattern and 
commodity structure) from 1990 to 2019. The research was conducted with the use of statistical data published by Central 
Statistical Office (Warsaw). The following methods were used in the research process: literature studies, data collection, 
data analysis, synthesis, critical thinking. 
 
The evolution of Poland’s foreign trade from 1990 to 2019  
 
The process of Poland’s economy opening resulted in its greater and greater participation in the world economy. Foreign 
trade should be perceived as the first element of international cooperation. Other areas of participation in the world 
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economy, like e.g. association with the European Communities based on Europe Agreement of 1992 and further 
membership in the EU structures, based on the Accession Treaty of 2003, stimulated and directed the development for 
Poland’s foreign trade in late 20th century and the beginning of the 21st century (Kundera 2014).  
 
Table 1 presents Poland’s foreign trade from 1990 to 2019 with focus on exports, imports and balance. In 1990 Poland’s 
exports amounted to USD 14.3 billion; at the same time Poland imported goods worth USD 9.3 billion. Therefore, trade 
surplus in Poland’s foreign trade of USD 4.8 billion was noted. The process of Poland’s economy opening brought 
successive growth of Poland’s trade relations with the world. The value of Poland’s exports more than doubled between 
1990 and 2000 (it amounted to USD 31.7 billion in 2000). In the year 2010 the value of Poland’s exports was close to USD 
160.0 billion (i.e. 5 times as much as in 1990 and more than 11 times its value in 1990). The next years brought further 
increase in Poland’s exports: the value of the Polish exports increased up to USD 200 billion in 2015 and it reached USD 
231.5 billion 2017 and USD 265 billion and USD 267 billion in the years 2018 and 2019 respectively (therefore, the value 
of Poland’s exports in 2019 amounted to 18.7 times the value of its exports in 1990).  
 

Table 1: Foreign trade of Poland, 1990-2019 (USD million; current prices) 

 

Year Exports Imports Balance 

1990 14321.6 9527.7 +4793.9 
1995 22894.9 29049.7 -6154.7 
2000 31651.3 48940.2 -17288.9 
2005 89378.1 101538.8 -12160.7 

2010 159757.6 178062.9 -18305.3 
2015 200342.8 197682.1 +2660.7 
2016 205047.7 200672.4 +4375.3 
2017 231519.3 231034.9 +556.4 
2018 264786.0 270157.6 -5371.6 
2019 267100.0 265800.0 +1300.0 

Source: Central Statistical Office (2007, 2011, 2012, 2016, 2017, 2018, 2019, 2020). 
 
In the analyzed period of time, one could also observe a significant and dynamic increase of Poland’s imports. The value of 
Poland’s imports more than trebled between 1990 and 1995 (it rose from USD 9.5 billion in 1990 to as much as USD 29 
billion in 1995). In the year 2000 the value of the Polish imports equaled USD 49 billion (i.e. more than 5 times its value in 
1990) and in the year 2005 Poland’s imports exceeded USD 101.5 billion (i.e. more than 10 times its value in 1990). In the 
year 2010 the value of Poland’s imports amounted to USD 178 billion and in 2015-2016 it was around USD 200 billion 
(i.e. 21 times as much as in 1990). The next years brought further increase of Poland’s imports; up to USD 231 billion in 
2017, and up to USD 270 billion in 2018. In 2019, however, a slight reduction of Poland’s imports was noted (to the level 
of USD 266 billion). It means that the value of Poland’s imports in 2018-2019 equaled 28-28.5 times its value of 1990. It 
should be underlined here, that for a long time, the value of Poland’s exports was much higher than value of its imports. 
Trade deficit amounted to over USD 6.2 billion in 1995, it increased to almost USD 17.3 billion in 2000, then it was 
slightly reduced to USD 12.2 billion in 2005, but the year 2010 brought a record level of trade deficit of Poland – as high 
as USD 18.3 billion. Due to the higher dynamics of Poland’s exports in the following years, trade surplus was observed 
from 2015 to 2017 and in 2019. The highest value of trade surplus in Poland’s foreign trade was noted in 2016 when it was 
close to USD 4.4 billion. Having in mind, considerable changes in the following years of the analysis (namely the 
reduction of trade surplus to USD 556 million in 2017, as well as trade deficit amounting to USD 5.4 billion in the year 
2018 and trade surplus of USD 1.3 billion in 2019), it is necessary to conduct further research in order to find out the effect 
of the COVID-19 pandemic on Poland’s foreign trade and to determine the evolution of Poland’s foreign trade in the post-
pandemic period. 
 
Changes in geographical structure of Poland’s foreign trade 
  
Geographical pattern of Poland’s exports is presented in table 2. 58.6% of Poland’s exports went to developed countries in 
1990. The next years brought huge increase of significance of developed countries in Poland’s exports. The changes were 
seen already in 1995, when 75% of Poland’s goods were exported to developed countries. The same situation was noted in 
the year 2000. The 21st century brought further increase of the share of developed countries in Poland’s exports up to over 
86% in 2016 -2019. When it comes to both developing countries and Central and East European countries (CEEC), the 
opposite situation was observed. In 1990 developing countries accounted for over 18% of Poland’s exports, while the next 
years showed considerable reduction of their share in Poland’s imports – to less than 10% (the lowest share was noted in 
2000 and 2005 – a bit over 6% and in the period 2017-2019 it was a bit over 7% only). The share of Poland’s exports to 
Central and East European countries was pretty high in 1990 – over 23%. The next years, however, indicated a downward 
tendency. In 1995 already CEEC accounted for 17% of Poland’s exports. In 2005 the share of CEEC in Poland’s exports 
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stood for 10%. It was reduced to 8% in 2010 and since 2015 the share of CEEC in Poland’s exports has ranged from 5.3% 
to 6%. One should also stress a rising importance of the EU market for the Polish exports. 44% of Poland’s goods were 
exported to the European Communities in 1990. 70% of Poland’s exports went to the EU market in 1995-2000. In 2005 the 
share of EU in Poland’s exports exceeded 77% and since 2010 it has been close to, or even higher than 80%. The rising 
importance of exports to the EU countries resulted from Poland’s entry into the EU in 2004 and the advantages of 
participating in the Single European Market with its crucial freedoms, but it was also connected with the rise of 
competitiveness of the Polish products (Godlewski 2017).   
 

Table 2: Geographical pattern of Poland’s exports by groups of countries, 1990-2019 (%) 

 

Year Developed 

countries 

Of which: 

EU 

Developing 

countries 

Central and East 

European Countries 

1990 58.6 44.3 18.2 23.2 

1995 75.0 70.0 7.7 17.3 

2000 76.3 69.9 6.3 17.3 

2005 83.6 77.2 6.4 10.0 

2010 84.9 79.1 7.1 8.0 

2015 85.7 79.4 9.0 5.3 

2016 86.3 79.8 8.2 5.5 

2017 86.6 80.0 7.6 5.8 

2018 87.1 80.6 7.1 5.8 

2019 86.8 80.0 7.2 6.0 

Source: Central Statistical Office (2007, 2011, 2012, 2016, 2017, 2018, 2019, 2020). 

 

 
Geographical pattern of Poland’s imports is presented in table 3. In 1990 almost 64% of Poland’s imports came from 
developed countries, CEEC accounted for over 23% of Poland’s imports and the share of developing countries amounted 
to 13%. The next years brought significant changes. The share of developed countries in Poland’s imports increased 
considerably in the 1990s and it was close to 75% in 1995. Developed countries accounted for more than 70% of Poland’s 
imports till mid 2000s (the share of this group of economies in Poland’s imports accounted for over 73% in 2005). Then 
the share of developed economies in Poland’s imports was gradually reduced to around 66-68% (in 2018-2019 it amounted 
to less than 66%). In the case of developing countries, two sub-periods can be identified and distinguished. The 1990s 
brought a slight reduction of their share in Poland’s imports - to around 10%. In the 21st century, however, a huge increase 
in the share of developing countries in Poland’s imports was noted up 26.4% in 2019. In the analyzed period of time the 
share of CEEC countries in Poland’s imports was gradually reduced – from over 23% in 1990 to less than 8% in 2019. The 
maximum share of the EU in Poland’s imports was noted in 2005 (65.6%). In the 2nd decade of the 21st century, the EU’s 
share in Poland’s imports was reduced to around 60%. The rising significance of the developing economies in Poland’s 
imports was mainly related to increased imports from Asian economies, and in particular from China (Pawlas 2013). 

 

Table 3: Geographical pattern of Poland’s imports by groups of countries, 1990-2019 (%) 

 

Year Developed 

countries 

Of which: 

EU 

Developing 

countries 

Central and 

East European 

Countries 

1990 63.8 43.9 13.0 23.2 

1995 74.3 64.6 10.3 15.4 

2000 70.9 61.2 10.6 18.5 

2005 73.3 65.6 15.1 11.6 

2010 67.2 59.5 21.0 11.8 

2015 66.9 60.0 24.5 8.6 
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2016 68.2 61.2 24.6 7.7 

2017 67.7 60.4 24.4 7.9 

2018 65.9 58.8 25.2 8.9 

2019 65.8 58.1 26.4 7.8 

Source: Central Statistical Office (2007, 2011, 2012, 2016, 2017, 2018, 2019, 2020). 

 
The next element of the conducted analysis of geographical structure of Poland’s foreign trade was the identification of 
Poland’s top three partners in exports and in imports. Poland’s leading trade partners in exports and imports are presented 
in table 4. Germany was a leading trade partner of Poland in both exports and imports in the analyzed period of time. When 
it comes to Poland’s exports, the share of Germany ranged from 25.1% in 1990 to 38.3% in 1995. Since 1995 the share of 
Germany in Poland’s exports was gradually reduced (to around 35% in 2000 and to 28% or even a bit less than that from 
2005 to 2019). In the case of Poland’s imports, the share of Germany was the lowest in 1990 (20.1%) and the highest in 
1995 (26.6%). From 2000 to 2019 the share of Germany in Poland’s imports ranged from 21.9% to 24.7%. USSR took the 
2nd position among Poland’s trade partners in both exports and imports in 1990 (15.3% of Poland’s goods were exported to 
the USSR in 1990 and 19.8% of goods imported by Poland came from the USSR in 1990). The following years brought 
significant changes. Various countries took the second and the third positions among Poland’s leading trade partners in 
exports: the Netherlands, Italy, France, the United Kingdom, Czechia (Russia was the third partner in Poland’s trade in 
1995 only). In the case of Poland’s imports, the importance of Russia, China and Italy should be underlined. Italy took the 
2nd position among Poland’s partners in imports in 1995, it was Poland’s 3rd most important partner in imports in 1990, 
2000 and 2005. Russia was classified as the 2nd partner in Poland’s imports in 2000-2010, while in 1995 and from 2015 to 
2019 it took the 3rd place among Poland’s partners in imports. China was classified as Poland’s 3rd partner in imports in 
2010 and since 2015 China has been the 2nd top partner in Poland’s imports. 
 

Table 4: Poland’s Top 3 Trade Partners in Exports and Imports from 1990 to 2019 (%) 

 

Year 
Exports Imports 

1st Partner 2nd Partner 3rd Partner 1st Partner 2nd Partner 3rd Partner 
1990 Germany 25.1 USSR 15.3 UK 7.1 Germany 20.1 USSR 19.8 Italy 7.5 
1995 Germany 38.3 Netherlands 5.6 Russia 5.6 Germany 26.6 Italy 8.5 Russia 6.7 
2000 Germany 34.9 Italy 6.3 France 5.2 Germany 23.9 Russia 9.4 Italy 8.3 
2005 Germany 28.2 France 6.2 Italy 6.1 Germany 24.7 Russia 8.9 Italy 7.1 
2010 Germany 26.1 France 6.8 UK 6.3 Germany 21.9 Russia 10.2 China 9.4 
2015 Germany 27.1 UK 6.7 Czechia 6.6 Germany 22.9 China 11.6 Russia 7.3 
2016 Germany 27.4 UK 6.7 Czechia 6.6 Germany 23.3 China 12.0 Russia 5.8 
2017 Germany 27.5 UK 6.4 Czechia 6.4 Germany 23.1 China 11.8 Russia 6.4 
2018 Germany 28.2 Czechia 6.4 UK 6.2 Germany 22.6 China 11.6 Russia 7.1 
2019 Germany 27.7 Czechia 6.1 UK 6.0 Germany 21.9 China 12.3 Russia 6.1 

Source: Central Statistical Office (2007, 2011, 2012, 2016, 2017, 2018, 2019, 2020). 

 
It is important to note, that Poland has obtained surplus in its trade with the EU since 2005, and with Germany (its most 
important partner in trade) since 2009. Moreover, the value of trade surplus in Poland’s trade with both the EU as a whole 
and with Germany increased significantly over time. When it comes to Poland’s trade with China and Russia, the existence 
of huge trade deficit should be underlined. Trade deficit in relations with China and Russia explains to a large extent the 
negative balance in Poland’s foreign trade in the analyzed period of time (Pawlas 2020a, Pawlas 2020b). 
 
Changes in commodity structure of Poland’s foreign trade  
 
Commodity pattern of both Poland’s exports and imports by sections according to Standard International Trade 
Classification (SITC) was studied in order to identify and evaluate changes in commodity structure of Poland’s foreign 
trade. Commodity pattern of Poland’s exports is presented in table 5. Section 7 - Machinery and transport equipment was 
the number one in Poland’s exports in the analyzed period of time (with one exception: in 1995 section 6 – Manufactured 
goods classified by material took the 1st place). In 1990 the share of section 7 in Poland’s exports amounted to 26.2%. It 
was reduced to 21% in 1995, then it increased significantly up to 41% in 2010. In the 2nd decade of the 21st century section 
7 represented around 37-38% of Poland’s exports (38.1% in 2019). Section 6 was the 2nd most important section in 
Poland’s exports (in 1995 it was even the leading one, as was mentioned above); its share in Poland’s exports amounted to 
23% in 1990 and increased to 27.5% in 1995. In 2000, it accounted for almost 25% of Poland’s exports. Its share amounted 
to over 20% till the year 2010. The 2nd decade of the 21st century brought a slight reduction of the share of section 6 in 
Poland’s exports to about 18%. Food and live animals (section 0) represented around 11% of Poland’s exports in 1990 and 
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from 2015 to 2019, while in 1995-2010 its share was a bit lower – it ranged from 7.5% to 9.2%. Chemicals and related 
products (section 5) accounted for about 8-9% of Poland’s exports (only in the beginning of the 21st century it was reduced 
to less than 7%). Huge changes of importance of sections 2, 3 and 8 in Poland’s exports were noted. When it comes to 
sections 2 and 3, a considerable reduction of their shares in Poland’s exports should be stressed. Crude materials inedible, 
except fuels (section 2) accounted for almost 7% of Poland’s exports in 1990. The share of this section was reduced to 
4.5% in 1995 and such a downward tendency was continued in the 21st century – since 2005 the share of section 2 in 
Poland’s exports has been 2%. In the case of section 3, the reduction of share in Poland’s exports was even greater. 
Mineral fuels, lubricants and related materials accounted for almost 11% of Poland’s export in 1990, 8.2% in 1995 and 5% 
in 2000-2005. The next years indicated further reduction of share of section 3 in Poland’s exports to 2.1% in 2019. The 
share of section 8 in Poland’s exports amounted to 7.5% in 1990, while in the remaining years of the analyzed period of 
time it equaled 16.6% on average (with maximum of almost 21% in 1995, and minimum of 12.8% in 2010). The sum of 
the shares of sections 5, 6, 7 and 8 in Poland’s exports increased by 16.7 percentage points (from 65.9% in 1990 to in 
82.6% 2019). At the same time the sum of shares of sections 0, 1, 2, 3 and 4 decreased by 12 percentage points (from 
29.1% in 1990 to 17.1% in 2019). 
 

Table 5: Commodity pattern of Poland’s exports by sections according to SITC nomenclature 

 

Years SITC section 

0 1 2 3 4 5 6 7 8 9 

1990 10.9 0.5 6.8 10.7 0.2 9.2 23.0 26.2 7.5 5.0 
1995 9.2 0.7 4.5 8.2 0.2 7.7 27.5 21.1 20.9 0.0 
2000 7.5 0.4 2.8 5.1 0.1 6.8 24.8 34.2 18.3 0.0 
2005 8.8 0.6 2.2 5.3 0.1 6.8 22.6 39.1 14.5 0.0 
2010 9.2 1.3 2.3 4.1 0.2 8.6 20.3 41.1 12.8 0.0 
2015 10.8 1.6 2.3 3.2 0.3 8.8 18.9 38.5 15.4 0.2 
2016 10.9 1.5 2.1 2.5 0.3 9.1 18.5 38.2 16.6 0.3 
2017 11.0 1.8 2.2 2.5 0.2 9.5 18.7 37.0 16.9 0.2 
2018 10.8 1.9 2.3 2.5 0.1 9.0 18.7 37.3 17.2 0.2 
2019 10.7 2.0 2.2 2.1 0.1 9.1 18.2 38.1 17.2 0.3 

 

SITC sections: 0 - Food and live animals; 1 - Beverages and tobacco; 2 - Crude materials inedible, except fuels; 3 - Mineral fuels, 

lubricants and related materials; 4 - Animal and vegetable oils, fats and waxes; 5 - Chemicals and related products; 6 - Manufactured 

goods classified by material; 7 - Machinery and transport equipment; 8 - Miscellaneous manufactured articles; 9 - Commodities and 

transactions not classified elsewhere in SITC. 

Source: Central Statistical Office (2007, 2011, 2012, 2016, 2017, 2018, 2019, 2020). 
 
Commodity pattern of Poland’s imports is presented in table 6. Sections 7, 6 and 3 were prevailing in Poland’s imports in 
1990: altogether they represented almost 71%. Section 7 was the leading one (its share amounted to 37.5%). The 2nd place 
went to section 3 (21.9%), while the 3rd position was taken by section 6 (11.5%). Moreover, one should underline the 
importance of section 5 (8.6%) and sections: 2 and 8 (about 6.5% each). In the analyzed period of time section 7 
maintained its leading position. Its share in Poland’s imports equaled 36.4% in 2019. When it comes to section 6, a 
considerable increase in its share in Poland’s imports was noted after 1990: Manufactured goods classified by material 
represented about 20% of Poland’s imports in 1995-2005, over 17% in 2010-2018, and 16.5% in 2019, while in 1990 it 
was only 11.5%. A completely different tendency occurred in the case of section 3: its share in Poland’s imports was 
reduced by 14.3 percentage points, from 21.9% in 1990 to 7.6% in 2019. A similar reduction of importance was noted in 
the case of section 2, the share of which was reduced from 6.5% in 1990 to about 3% in 2000-2019. A continuous rise of 
importance of the import of miscellaneous manufactured articles (section 8) by Poland was observed: in 1990 section 8 
represented 6.4% of Poland’s imports only, it reached 10.3% in 2010 and 13.3% in 2019. A similar situation was 
characteristic for the section 5: (8.6% in 1990 and around 14-15% in 1995-2019). The share of food and life animals in the 
Polish imports 9section 0) remained quite stable (it ranged from a bit over 5% to 8% in the analyzed period of time). 
Altogether sections 5, 6, 7 and 8 represented 64% of Poland’s imports in 1990, while in 2019 their share increased to 
79.7% (an increase by 15.7 percentage points). The total share of sections 0, 1, 2, 3 and 4 in Poland’s imports was reduced 
by percentage 17.2 points (from 36.0% in 1990 to 18.8% in 2019). 
 

Table 6: Commodity pattern of Poland’s imports by sections according to SITC nomenclature 

 

Years SITC section 

0 1 2 3 4 5 6 7 8 9 

1990 5.6 1.6 6.5 21.9 0.4 8.6 11.5 37.5 6.4 0.0 
1995 8.0 0.7 5.4 9.1 0.7 15.0 21.6 29.9 9.3 0.3 
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2000 5.2 0.4 3.4 10.8 0.3 14.1 20.0 37.0 8.6 0.2 
2005 5.3 0.5 3.0 11.5 0.3 14.3 20.7 35.9 8.5 0.0 
2010 6.5 0.6 3.1 10.7 0.3 14.3 17.8 34.3 10.3 2.1 
2015 7.3 0.7 3.2 7.2 0.4 14.0 17.4 36.5 11.9 1.4 
2016 7.6 0.8 3.1 5.9 0.4 14.7 17.8 36.0 12.5 1.2 
2017 7.5 0.7 3.1 7.0 0.4 14.5 17.7 34.8 12.8 1.5 
2018 7.0 0.7 3.1 8.4 0.3 13.6 17.5 34.8 13.0 1.6 
2019 7.1 0.8 2.9 7.6 0.4 13.5 16.5 36.4 13.3 1.5 

Source: Central Statistical Office (2007, 2011, 2012, 2016, 2017, 2018, 2019, 2020). 
 
Poland’s top 5 export positions in 2019 were as follows: Parts and accessories of the motor vehicles of (USD 14.3 billion), 
Motor cars and other motor vehicles principally designed for the transport of persons (USD 6.83 billion), Seats and parts 
thereof (USD 6.39 billion), Automatic data processing machines and units thereof, magnetic or optical readers, machines 
for transcribing data onto data media in coded form and machines for processing such data (USD 6.1 billion), Other 
furniture and parts thereof (USD 5.47 billion) (TrendEconomy 2021). When it comes to Poland’s imports in 2019, the list 
of top 5 import positions included: Petroleum oils and oils obtained from bituminous minerals, crude (USD 11.9 billion), 
Motor cars and other motor vehicles principally designed for the transport of persons, including station wagons and racing 
cars (USD 10.8 billion), Parts and accessories of the motor vehicles (USD 8.38 billion), Medicaments consisting of mixed 
or unmixed products for therapeutic or prophylactic uses, put up in measured doses (including those in the form of 
transdermal administration systems) or in forms or packings for retail sale (USD 5.04 billion), Transmission apparatus for 
radio-telephony, radio-telegraphy, radio-broadcasting or television, television cameras, still image video cameras and other 
video camera recorders, digital cameras (USD 4.66 billion.) (TrendEconomy 2021). 
 
The analysis of commodity structure of Poland’s foreign trade was conducted with the application of Trade Coverage 
indicator (TC). Trade Coverage is an easy way to indicate sectors in which a national economy obtains advantage in 
international trade. Trade Coverage is calculated with the implementation of the following formula (Lubiński and 
Michalski and Misala 1995):  
  
 
    TCi = (Exi / Imi) x 100      (1) 
 
where:   Ex – exports, Im – imports, i – commodity section. 
 
Interpretation of results obtained with the application of TC indicator should be as follows: a national economy achieves 
advantage in trade in section i if TCi > 100. 
 
The results of Author’s own calculations were presented in table 7. The analysis of Poland’s global trade with the World 
with the implementation of TCi indicator proved a favourable position in regard to sections: 0, 2, 5, 6, 7 and 8 in the year 
1990. The next years, however, brought significant changes. The only SITC section in which Poland obtained advantage in 
trade in each and every year between 1990 and 2019 was section 8 (in 1995 and 2000 it was the only section with TCi > 
100). In the case of sections: 0, 6 and 7, Poland regained advantage in trade in 2005 and successfully kept it till 2019. 
When it comes to sections 2 and 5, Poland lost its advantage in trade and was not able to rebuild it till 2019. Moreover, the 
research indicated that Poland achieved advantage in trade in section 1 in 2005 and kept it till 2019. 

 
Table 7: Trade coverage from 1990 to 2019 (%) 

 

Years SITC section 

0 1 2 3 4 5 6 7 8 9 

1990 293 47 157 73 75 161 301 105 176 - 
1995 91 79 66 71 23 40 100 56 177 0 
2000 93 65 53 31 22 31 80 60 138 0 
2005 146 106 65 41 29 42 96 96 150 88 
2010 127 194 67 34 60 54 102 108 111 0 
2015 150 232 73 45 76 64 110 107 131 14 
2016 147 192 69 43 77 63 106 108 136 26 
2017 147 258 71 36 50 66 106 107 132 13 
2018 151 266 73 29 33 65 105 105 130 12 
2019 152 252 76 28 25 68 111 105 130 20 

Source: Author’s own calculations. 
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Challenges and opportunities for Poland and its international trade relations in the post-

pandemic world 

The COVID-19 pandemic is the greatest challenge since World War II. It marks the end of the current global economic 
order (Richter 2020; Toulan 2020). The COVID-19 pandemic spread all over the World, impacted over 101.5 million 
people in 219 countries and territories and caused almost 2.2 million deaths till January 28, 2021 (Worldometer 2021). In 
addition to the health crisis, the pandemic caused enormous economic and financial, social and political consequences. It 
was necessary to introduce tight restrictions on movement to halt (or at least slow down) the spread of the virus. Many 
governments decided to introduce economic lockdown (first in early 2020, and then – repeatedly – in autumn/winter 2020 
and in the early 2021). Most countries in the world economy experienced deep recession in 2020; reduction in per capita 
income was noted in the largest fraction of countries in the World since 1870 (The World Bank 2020). Unprecedented fall 
in GDP was accompanied by enormous rise in budget deficit and public debt, destabilization of financial markets and 
currency markets, reduced employment, rising unemployment, reduced international trade turnover and investment. Some 
sectors have suffered most: tourism, air transportation, travel, entertainment, recreation, culture. The situation tends to be 
extremely difficult in the early 2021. Even though vaccines from several companies have already been approved, it will 
take long months to reach herd immunity, which is necessary to bring the economic and social activity back to normality. 
Reintroduced and/or prolonged restrictions on movement of people and economic activity, which are necessary both to 
reduce mortality and pressure on the health care systems, make the recession even deeper. The pandemic will influence the 
global economy for decades. The impact of the pandemic will be reflected in a changed architecture of global economy. 
The post-pandemic world economy will have to be reorganized in many terms (e.g. changed consumption models and 
changed supply chains). In many senses, the world will no longer be what it was in pre-pandemic time. The end of every 
crisis means a new beginning. Therefore, a simple return to the pre-pandemic routine, life-style and economic relations, the 
pre-pandemic normalcy will not be possible. The COVID-19 pandemic will necessitate changes on all levels and in all 
dimensions (Juetten 2020; Kołodko 2020; Rapoza 2020; Shih 2020). According to M. Kituyi, UNCTAD Secretary 
General: ‘The current world economic crisis can serve as an opportunity for redirecting public policy towards a more 

inclusive, sustainable and resilient global economy (...). International trade must be part of any recovery effort aimed at 

building a more fair and sustainable global economy. Promoting free trade as an end in itself, however, will risk fueling 

anti-trade sentiments. Instead, the pandemic calls on us to recognize that international trade can have profound effects on 

lives and livelihoods, both in positive and negative ways’ (Kituyi 2020). 
 
The pandemic crisis indicated disadvantages resulting from global supply chains. Attempts will be made to replace them 
partly by regional ones. Poland’s membership in the EU structures has already brought gravity of the Polish foreign trade 
towards the EU (though the EU gravity was much higher in regard to Poland’s exports). It is quite likely that the post-
pandemic period will bring even stronger trade between Poland and the EU. Moreover, the Recovery Plan adopted by the 
EU will influence the Polish economy and its international relations. The key areas for action include: restoring a fully 
functioning and revitalized Single European Market, the green transition and the digital transformation. The Single 
European Market has to be adapted to the digital age through more and better connectivity, a stronger industrial and 
technological presence in strategic sectors, building a real data economy as a motor for innovation and job creation, 
increased cyber resilience. Strategic autonomy of the EU is to be created in a number of specific areas, including in 
strategic value chains and reinforced screening of foreign direct investment, in order to increase crisis preparedness and 
crisis management (the pandemic has shown the pressing need to produce critical goods in Europe, to invest in strategic 
value chains and to reduce over-dependency on third countries in these areas) (European Commission 2020). The EU 
Recovery Plan creates opportunities for Poland. It is based on the EU Multiannual Financial Framework 2021-2027, 
coupled with NextGenerationEU. The post-pandemic period will bring structural changes in the economy of Poland and 
the EU (some sectors will get much stronger and more important, others will be eliminated or reduced). The introduction 
of any change is a real challenge. Introducing structural changes in a national economy, (or the EU economy) constitutes a 
challenge, requires time and money. The necessity of changes will have to be properly presented to the Polish (and the EU) 
society. International relations will change and evolve. Global chains will be partly replaced by the European ones. It is a 
real opportunity for Poland. 
  
Conclusions  
 
The last three decades brought significant changes to the structure of the world economy due to dynamic processes of 
internationalization, globalization and regional economic integration. The conducted research indicated that the process of 
modernization and transition of the Polish economy was continued in the analyzed period of time. The Polish economy got 
more and more integrated with the world economy. The Polish companies strongly integrated in the European production 
chains. Contribution of the study relates to the identification of changes in geographical structure and commodity structure 
of Poland’s foreign trade. Changes in geographical structure of Poland’s trade were strongly connected with Poland’s 
integration with the EU (especially in regard to exports) and reflected the rising importance of China in the World 
economy (especially in regard to imports). 
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Poland’s trade relations with the World in the 3rd decade of the 21st century will be determined by a number of factors. The 
following issues are of great importance here: 
 

- the future of COVID-19 pandemic; 
- the practical implementation of the EU Recovery Plan; 
- the relations between China and the EU (European Commission 2019; European Commission 2020); 
- the post-Brexit relations between the United Kingdom and the EU; 
- the future of the American-Chinese trade war; 
- the future EU relationship with the United States of America; 
- the pace of digital transformation and green transition. 

  

The limitations of the conducted study were related to the fact of not including the detailed analysis of changes of 
commodity structure of Poland’s trade with individual countries (e.g. Germany, Czechia, the UK, Russia, China i.e. 
Poland’s leading trade partners). However, due to a limited scope of the paper, it was not possible to include those aspects 
in the current publication. The limitations of the conducted research were also connected with limited access to data 
regarding global trade and Poland’s foreign trade at the time of the pandemic. The abovementioned limitations point to the 
need for further study. Further research should include a more detailed analysis of Poland’s trade with its crucial trade 
partners. Moreover, further research should focus on changes in the structure of both global trade and Poland’s 
international trade in 2020, i.e. at the time of the COVID-19 pandemic and in the post-pandemic period.  
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Abstract 

 
Relevance of the research topic. The path is taken by the Russian state to create a digital economy and an adequate 

response to a rapidly changing situation give companies a significant advantage over competitors. The rapid growth of 

trade services and the development of retail trade in Russia intensifies competition between trade enterprises, which leads 

to the search of new competitive advantages, including the possibilities of using information technologies, software and 

platform solutions for the prompt processing of gigantic data arrays. The study of the impact of the use of information 

technology in the retail sector makes the research topic even more relevant. 

The purpose of the study is to develop recommendations for increasing the digital potential of investment activities of 

Russian companies using the example of the trade business sphere. 

Methods of the study. The study used theoretical methods: observation, the ability to perceive information without 

interfering with it; methodological analysis of the problems managing innovative products, analysis and synthesis; 

empirical methods: the method of expert assessments and the study of phenomena in controlled conditions, economic 

analysis of private law. 

The empirical base of research. The theoretical and methodological basis of the study consists of scientific works, 

methodological developments of leading domestic and foreign scientists and the legal framework in the field of 

investment. The solution of scientific problems carried out using critical analysis, scientific generalisation and 

systematisation in the study of the essence of the category "Investment activity". Research results, conclusions and 

recommendations are reasoned through an integrated approach. 

The scientific result is the definition of the essential characteristics of the category "investment activity" and the 

formulation of the definition of this economic category, taking into account the scale and subjects involved in its 

implementation, the identification of a new classification feature "digital investment potential" on the example of trading 

business companies, as well as developed measures to improve management investment activities of Russian companies 

through the implementation of innovative projects, as well as an assessment of their digital potential. 

Conclusions and discussion. Research into the retail industry makes it possible to conclude that it remains one of the areas 

most receptive to various innovations. Digitalisation and informatisation of retail are gaining momentum, and now it is 

imperative for trade enterprises to solve in order to solve new problems related to new opportunities and prospects. 

Adequately responding to the rapidly changing retail landscape gives companies a significant competitive edge. Digital 

transformation today is not only the introduction of new information technologies but also the modification of business 

processes, a new level of interaction with partners and consumers, the introduction of a new system of management and 

business functioning. 

The practical significance lies in the development of recommendations for the implementation of innovative projects by 

Russian companies. The results obtained by the author of the study can be useful for the scientific community, specialists 

of large companies and analytical centres, for which the improvement of innovation in the field of investment 

management, whose professional interests include solutions to the problems of increasing investment efficiency and 
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increasing the investment attractiveness of companies in the context of the digitalization of the economy. 

 

Keywords: Innovation, Digitalisation, Digital Potential, Investment, Investment Activity, Retail, Efficiency..   

 

Introduction 
 
The course is taken by the Russian state to create a digital economy and an adequate response to a rapidly changing 

situation give companies a significant advantage over competitors. The rapid growth of trade services and the development 

of retail trade in Russia intensifies competition between trade enterprises, which leads to the search for new competitive 

advantages, including the possibilities of using information technologies, software and platform solutions for the prompt 

processing of huge data arrays. The study of the impact of the use of information technology in the retail sector makes the 

research topic even more relevant.  

The degree of elaboration of the topic 

The following works are devoted to the study of the essence and efficiency of investments: A. I. Blank, L. N. Borshch, V. 

M. Grineva, O. G. Isabekova, S. E. Vitun, T. Mayorova, I. P. Moiseenko. , Shchukin B.M., Goryunov V.N., Chervanev 

D.M., Blank A.I., Borsch L.N., Grineva V.M., Vitun S.E., Moiseenko I.P., Duel V.V., Shchukin B.M., Tsarev V.V., Blank 

I.A. 

In virtue of the works of scientists, several theoretical approaches have been investigated. This have become the foundation 

for a thorough understanding of the essence of investments and assessing their effectiveness. However, the issues of 

determining the economic meaning of investment activity, taking into account the specifics of its implementation at 

various scales, remain insufficiently studied and contradictory. In particular, there are contradictions and collisions in the 

interpretation of this term, both in literary sources and in the regulatory framework. 

The significant problems that create obstacles to the widespread implementation of innovative projects in the Russian 

Federation include the lack of investment in social and human capital, the existing gap in the socio-economic development 

of the regions of Russia, the almost complete absence of the required amount of resources, the presence of infrastructure 

problems, the emergence of unfair competition, and companies' struggle for their particular segment of the new market, 

identifying problems of interaction between developers, municipal authorities, legislative structures, developers and other 

specialists, as well as serious environmental problems. 

In order to solve the above problems, it is necessary to carry out the digitalisation of the economy, which should become 

an integral part of the innovation strategy of our state. This, in turn, requires the development, successful implementation 

and assessment of the mutual influence of a whole range of priority investment projects aimed at the use of innovative 

technologies. As a result, a significant synergistic effect is expected in all spheres of city life and urban infrastructure, 

including an increase in the quality of life and the level of safety of citizens, the construction of educational and social 

centres, and the solution of environmental problems. 

In the field of digitalization of the Russian retail trade, the following key trends can be distinguished: the active use of 

modern technologies and the desire for in-depth analysis of the audience. Digital systems allow retailers to accumulate 

consumer information, track purchase history, analyse demand, and remain relevant to customers. 

Research into the retail industry makes it possible to conclude that it remains one of the areas most receptive to various 

innovations. Digitalization and informatization of retail are gaining momentum, and now it is imperative for trade 

enterprises to solve in order to solve new problems related to new opportunities and prospects. Adequately responding to 

the rapidly changing retail landscape gives companies a significant competitive edge. 

Evaluation of the effectiveness of the use of digital potential in the process of investment activities of Russian companies is 

relevant today. 

The purpose of this research study is to assess the digital potential of the investment activities of Russian companies. 

Determination of the essential characteristics of the category "investment activity" and the formulation of the definition of 

this economic category, taking into account the scale and subjects involved in its implementation. 

In order to achieve the goal, the following research tasks were solved: 

- study the specifics of investment activities, investment projects; 
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- analyse the effectiveness of companies' investments in innovative projects and their impact on the company's business 

development; 

- to assess the digital potential of investments in the implementation of an innovative project.  

The subject of the research is the economic aspects of the regulation of investment projects. 

The object of research is the investment activity of a Russian company (for example, Torgservice LLC, 

Ekaterinburg). 

Analysis of the definitions of "investment" and "investment activity 

In a broad sense, the category "investment" (from the Latin “investio” means dress ) means investing capital with a view to 

its subsequent increase. This approach to the interpretation of "investment" is the main one in foreign and modern domestic 

methodology (Blank, 2017; Borsch, 2015). However, it should be noted that for a certain period, foreign scientists focused 

more on financial investments, that is, investments in securities. This situation can be explained by the extensive 

development of the financial instruments market in international practice, while the investment period was not used at all 

during the Soviet era. Instead, they use of the term "capital investments" was widespread, which meant the costs of 

enterprises for the creation of new, expansion, reconstruction, technical re-equipment of existing enterprises and the 

renewal of fixed assets, the introduction of new technology in the industrial sectors of the national economy, the 

construction of facilities in all sectors of the social sphere and performance of design and exploration works. Thus, the 

emphasis was on real investment (Ovchinnikov, 2017). 

Investment is a type of economic activity where capital is invested in order to make a profit. The peculiarity of this activity 

is that income can be obtained only in profitable projects; otherwise, there is a risk of losing both capital and interest. 

Investments can be money, securities, property rights or intellectual property, i.e. any phenomenon or object that has a 

material expression in monetary or other valuation, which may subsequently increase its estimated value (Grineva et al., 

2018). 

Analysis of the literature and the legal framework indicates an inconsistency in the definition of the economic category 

"investment activity" (Table 1). 

The systematisation of scientific approaches and definitions allows the author of the study to clarify the definition of 

"investment activity" - this is a type of economic activity in which real and financial investments (capital investments) of 

capital are made in order to obtain maximum profit, taking into account the time factor and the risk component. 

However, current financial and real investments remain outside this form of financial reporting. That is, the emphasis is on 

the acquisition and sale of non-current assets and financial investments, while current assets are also the object of 

investment. 

Thus, the regulatory and legal accounting significantly narrows the boundaries of the category "Investments", including in 

the only long-term real and financial investments, contradicts the very essence of this economic category. 

Table 1: Some approaches to defining the concept of investment activity 

 

№ Author Definition of the concept of an investment activity 

1 

Grineva V.M., Koyuda

V.A., Lepeiko T.I.,

Koyuda A.P. 

Investment activity is a set of practical actions of individuals, legal entities and the state 

for the implementation of investments. Investment activity is a component of the 

economic management of the enterprise, which requires the determination of 

organizational and economic methods and forms of management of all stages of 

investment processes at the level of the enterprise of the region of the branch of the 

national economy as a whole (Isabekova, 2017) 

2 Vitun S.E., Chigrina A.I. 

Investment activity is a part of the economic activity of the enterprise for the targeted 

formation and disposal of its own and borrowed sources of financial resources, as well as 

depreciation, ensuring its expanded reproduction (Vitun, Chigrina, 2018) 

3 Mayorova T.V. 
Investment activity (investment) is a set of practical actions of citizens, legal entities and 

the state for the implementation of investments (Mayorova, 2014) 
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4 Moiseenko I.P. 

The investment activity of an enterprise is an objective process that has its own logic and 

develops in accordance with its inherent laws, plays an important role in the economic 

activity of an enterprise, since, by its economic nature, investments are a rejection of 

momentary consumption in order to make a profit in the future (Moiseenko, 2016) 

5 Poedinok V.V. 

Investment activity is a set of actions of an economic and managerial-economic nature, 

performed by business entities to prepare for investment, direct investment (investment) 

and economic use of the investment (Duel, 2013) 

6 

 

Schukin B. M. 

 

Investment activity represents the investment process in real conditions, with an 

emphasis on the organizational foundations of its implementation and management of 

this process. As a rule, investment activity is considered in relation to a specific 

investment project and an enterprise (legal entity) carrying out the investment process 

(Shchukin, 2004) 

 

The National Accounting Standard (Regulation) 1 defines the following activities: 

 

1) the primary type of activity of the company, as well as operations ensuring its conduct; 

2) the operating activities of the company, as well as other activities that are not investment or financial activities; 

3) financial activities leading to a change in the size or composition of equity and debt capital; 

4) purchase and sale of non-current assets that are not the central part of cash equivalents. 

 

With such a classification of the activities of the enterprise, investment activities, as already noted, are limited only to long-

term investments, and current investments are related to operating activities, contrary to the essence of investments. The 

specified contradiction between the definitions of investment activity can be explained by the fact that each definition of a 

particular period in legislative documents is provided for specific application purposes. 

 

The source of capital gains and the driving motive for investment is making a profit. These processes - investing capital 

and making a profit - can take place in a different time sequence: sequentially, parallel and interval. Thus, in the most 

correct and complete interpretation, investment is understood as an investment of any funds in tangible, intangible and 

financial assets in order to obtain economic and non-economic results. 

 

The transformation of the above principles makes it possible to formulate the following provisions for effective 

management of investment projects: 

 

1. Consideration of an investment project as a management object in the form of an integrated system consisting of various 

elements united by one goal - to achieve a significant increase in capital; 

2. Implementation of financial modelling of cash flows throughout the entire life cycle of the project; 

3. Ensuring conditions for the comparability of various projects at one investment object; 

4. Obtaining positive resultant cash flows, with possible changes in the negative area in specific periods of the life cycle of 

the investment process; 

5. Taking into account the time factor, discounting cash flows taking into account external factors and internal conditions 

for the invested object; 

6. Taking into account the influence of the interests of all participants in the investment process; 

7. Multi-stage assessment of the investment process and its results; 

8. Taking into account the peculiarities of each stage of investment when assessing the results; 

9. Consideration of investment, operational and market risks in the process of project life cycle management; 

When analysing investment activity, it is necessary to proceed from the distribution of this type of activity into two levels 

of macro-and microeconomic. According to the macroeconomic approach, investment activity should be understood as a 

set of practical actions of individuals, legal entities and the state to make investments. According to the microeconomic 

approach, investment activity is a set of actions of business entities aimed at preparing, investing and using investments. 

Besides, we consider it necessary to harmonize the definitions of the economic category "investment activity" and the 

elements of financial statements of enterprises, which will allow investors, owners, potential partners and government 

authorities to find mutual understanding by analyzing the results of an enterprise. 

 

As a result of the study, it was found that there are different approaches to the interpretation of investments, confirming the 

concepts of domestic and foreign economic schools. It has been proven that investment activity is reflected in all forms of 

the company's financial statements. The inconsistency of domestic legislation in the field of investment regulation and 
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financial reporting leads to distortions of information in financial statements and misunderstandings by its potential 

partners, investors and other interested parties. 

 

For the purposes of accounting, planning and analysis of investment activities, investments can be viewed from various 

angles, highlighting specific approaches to investment. They can be classified according to various criteria (Table 2). Let 

us consider in more detail the individual types of enterprise investments in accordance with the above classification. 

The scientific novelty is the proposed definition of investment and investment activity, respectively, at two levels: macro-

and microeconomic. In particular, following the macroeconomic approach, investments should be understood as the 

implementation of expenses of any value, leading to an increase in the cost of capital in the economic system. 

According to the microeconomic approach, investments are investments in any objects in order to create additional value. 

Similarly, following the macroeconomic approach, investment activity should be understood as a set of practical actions of 

individuals, legal entities and the state to make investments. According to the microeconomic approach, investment 

activity is a set of actions of business entities aimed at preparing, investing and using investments. 

Table 2: Classification of Investment 

 

№ Feature Type of investment 

1 Concerning the object of the investment Real; financial  

2 
According to the competitiveness of the 

product life cycle 

Covering the complete product life cycle 

Covering the individual elements of life cycle 

3 
According to the role and place in the 

process of investment activities 

Tangible (property) investments 

Intangible investments 

4 According to the investment purpose 

Net investment (initial);  

reinvestment; 

gross investment; 

5 According to the period of investment 

Short-term; 

Medium-term; 

Long-term;  

6 
According to the ownership of investment 

resources 

Private; 

state; 

 foreign; 

 public-private (mixed); 

7 
According to the nature of participation in 

investment 

Direct; 

Indirect;   

 8 According to the risk level 

Speculative; 

increased risk;  

medium risk; 

risk-free 

9 According to the growth of production 
Active investment; 

Passive investment; 

10 According to the level of profitability 

Highly profitable; 

middle income; 

low income; 

unprofitable (social); 

11 According to the liquidity level 

Highly liquid; 

medium-liquid; 

low liquid; 

illiquid; 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

427



 

 

12 
Digital investment potential (Gorodnova 

et al., 2017) 

Investments with high digital potential (innovative Smart 

projects); 

Investment with medium digital potential (real investment); 

Investments with low digital potential (ineffective with social 

significance)  

 

 

In connection with the above, investments are investments in the form of tangible (cash and their equivalents, movable and 

immovable things) and intangible objects (objects of intellectual property and rights of use), the proceeds from which in 

future periods will be sufficient to stop consuming investments in other directions, and compensation for the negative 

impact of inflationary processes and other risk events. 

An analysis of world experience and Russian practise shows that the pace of digitalization is growing during the 

implementation of investment projects. This is primarily due to the fact that the use of digital technologies allows us to 

meet consumer demand and successfully compete in the capital market. Key trends in global markets such as artificial 

intelligence augmented reality, Big      Data and blockchain are actively influencing Russian realities. In this regard, the 

study introduced a new classification feature - digital investment potential. Digital potential refers to the ability of a 

company to apply information, innovation and smart technologies in order to increase return on capital investments. 

As a result of the ongoing research of the real investment management system, an integrated approach was formed, and an 

assessment of investment projects and their effectiveness was given, as well as a description of practical actions regarding 

the implementation of investments and their economic feasibility (Chervanev, 2013). Based on this, it became evident that, 

depending on how objectively and comprehensively this assessment will be carried out, the timing of the rate of return of 

the invested capital and its payback will largely depend. Also, it will become apparent not only its options for alternative 

use but also what will be the additional profit stream of the enterprise in the coming period. Such an objective and 

comprehensive approach to evaluating investment projects and their effectiveness is determined to a large extent through 

the use of modern methods related to its implementation. Scientists in their works on the economic efficiency of real 

investments distinguish various indicators of their assessment. Indicators of the economic evaluation of investment 

efficiency are systematised in Table 3, which are proposed by various scientists. 

Table 3: Indicators for assessing the economic efficiency of investments 

 

№ Author Indicators of economic efficiency of investments 

1 Chervanev D. Net present value; internal rate of return; modified internal rate of return; profitability 

index; discounted payback period; profitability index; investment efficiency ratio 

(Chervanev, 2013) 

2 Tsarev V. Net present value; internal rate of return; profitability index; payback period; method of 

determining profitability based on simple profit; method of determining discounted costs; 

method of calculating the investment efficiency ratio (Tsarev, 2014) 

3 Peresada A. Net present value; internal rate of return; profitability index; payback period; discounted 

payback period; profitability (profitability) of the attracted capital; earnings per share 

4 Nesvetaev Y. Net present value; internal rate of return; profitability index; payback period 

5 Margolin A. 

Bystryakov A. 

Net present value; internal rate of return; profitability index; payback period; net present 

value index; accounting return on investment 

6 Blank I. Indicators that are determined on the basis of accounting calculation methods: net present 

value; profitability index; discounted payback period; internal rate of return. Indicators that 

are determined on the basis of statistical calculation methods: profitability index; payback 

period (Blank, 2017) 

7 Chetyrkin E. Discount: net present value; internal rate of return; discounted payback period; profitability 

index. Accounting: payback period; return on capital investments; specific capital 

expenditures. 
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The analysis of the data presented in Table 3 shows that the authors have different approaches to assessing the economic 

efficiency of investments. Undoubtedly, it is advisable to use discounted performance indicators and the discounted value 

of cash flows, since in world practice there are generally recognized fundamental indicators that accumulate the benefits 

from the implementation of an investment project. That is, it is their calculation that first of all indicates the economic 

efficiency of the investment project implementation. 

 

 

The development of measures to increase the investment attractiveness of Torgservice LLC 

The modern market system has many different options for investing the accumulated capital in order to preserve it from 

inflation and increase. However, not all sources guarantee the reliability of safety and timely return of invested funds, 

which is a primary factor when choosing an investment method during periods of economic fluctuations (Borsch, 2015). 

Also, when choosing the most optimal way to invest free funds, it is necessary to take into account several factors, among 

which the most important are: the number of funds, the planned investment period, a return guarantee, liquidity of funds, 

the need for the availability of cash management, and others. One of the most common options for placing free funds 

among citizens of the Russian Federation is a term bank deposit. This choice by the majority of citizens is because the state 

insures the deposits of most banks and the risk of loss of savings is practically zero, while there is a possibility of planning 

the timing of the return and redistribution of funds (Gorodnova et al., 2017). However, this type of investment, as a rule, 

has a low-interest rate and almost corresponds to the inflation rate or slightly exceeds it, as a result of which it often allows 

only to cover the inflation rate. However, in the conditions of the economic crisis, the reliability of the deposit should play 

a paramount role, since there is a high risk of loss of savings, which determines the main advantage of the term deposit 

(Blank, 2017). When choosing a deposit, it is essential to choose a reliable bank, mostly if your savings amount to more 

than 1,400,000 rubles. This is because in the event of an insured event, for example, the revocation of the license from the 

bank in which you opened a deposit, the state will be able to return the invested funds to you only within this amount for 

one bank. It is vital to properly diversify large amounts of invested funds in order to avoid losses (Grineva et al., 2018). It 

should be borne in mind that not all banks are included in the mandatory deposit insurance system, and before investing, 

you need to make sure that your deposit is insured, and the bank is included in the list and is a participant in CERs. Table 4 

presents the rating of the largest banks in Russia, which have the highest level of deposit collateral as of May 2019. 

Table 4: Rating of banks with the maximum level of deposit security, billion rubles 

 

№ Name of the bank Deposits Assets Credits Profit 

1 Sberbank Russia 11 172 262  22 131 462  14 498 615  154 989 

2 Gasprombank 624 344  5 504 454 3 433 428 15 314 

3 Bank FC Otkritie 530 737 2 744 626 1 700 672 3 601 

4 Binbank 527 872  1 174 280 174 440 704 

5 VTB Moscow Bank  497 187 9 354 826 4 911 781  8 050 

6 Promsvyazbank 392 063  1 308 222 709 726 706 

7 Raiffeisenbank 333 370 809 436 518 624 6 185 

8 Credit Bank of Moscow  254 361 1 336 607 100 490 3 623 

9 Sovcombank 235 253 580 773  115 443  2 192 

10 Rosbank 201 363 770 014 385 897 2 806 

 

Therefore, the leading positions in this rating are occupied by such banks as Sberbank of Russia, Gazprombank and Bank 

FC Otkritie. It is in these banks that the client can be completely confident in the reliability of his savings, regardless of the 

amount of the deposit, since they are stable and efficient in their activities and have government support. At the same time, 

given the desire of depositors not only to preserve their savings but also to increase them, it is worth paying attention to the 

fact that a reliable source for investments is sometimes not the most profitable and often provides a low interest on 

deposits. To analyse the most favourable conditions for deposits provided by banks with a high level of financial stability, 

we will consider the most advantageous offers for term deposits of the largest banks in Russia as of May 2019. In order to 

calculate the interest rate, the following data was used: the average size of a fixed-term deposit of individuals, which, 

according to statistics, was about 160 thousand rubles, and the placement period is 3-6 months, excluding deposits with 
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additional opening conditions that increase the interest rate. Deposit offers of the largest banks in Russia are presented in 

Table 5. 

Table 5: Deposit offers of the largest banks in Russia 

 

№ Name of the Bank Minimum interest, % Maximum interest, % 

1 Sberbank 4,0 6,4 

2 Promsvyazbank 6,5 8,5 

3 Gasprombank 6,5 7,0 

4 Jugra 6,5 7,75 

5 UniCredit Bank 6,0 7,0 

6 Binbank 7,0 7,6 

7 Bank FC Otkritie 5,62 7,45 

8 VTB Moscow Bank  5,8 7,0 

Thus, the most reliable bank in the country, Sberbank, provides one of the lowest rates on term deposits among the largest 

banks in Russia. At the same time, banks with a lower level of financial stability offer more favourable conditions for 

clients, which determines the risk-return ratio. However, having properly diversified the amount of the deposit for different 

banks, you cannot worry about the reliability of your savings and invest them at a high-interest rate in less reliable banks, 

while making sure that it is included in the mandatory deposit insurance system. 

In the first half of 2019, the volume of household funds in banks increased by 1,004.3 billion rubles. (by 3.9%) to RUB 

26,991.7 billion. (in the first half of 2018 - there was an increase of 696.8 billion rubles or 2.9%). 

Based on the proposed dynamics, we built a regression equation that shows the positive dynamics of this indicator, based 

on this equation we will calculate for 2019 and 2020: 

- for 2020 = 24389 + 850.55 * 4 (4th study period) = 27791 billion rubles. 

- for 2021 = 24389 + 850.55 * 5 = 28641.75 billion rubles. 

State programs to improve the efficiency of the use of individuals' investments show that the investment rate is 

continuously increasing. 

The volume of savings certificates in the reporting period decreased by 24.8 billion rubles. (by 6.4%) - up to 362.9 billion 

rubles. In the future, it is expected to further decrease due to the fact that since June 1, 2019, savings certificates can only 

be registered securities, and their bearer form has been abolished. 

The number of deposits of individual entrepreneurs as of July 1, 2019, amounted to 482.7 billion rubles. (1.8% of the total 

amount of deposits of individuals), having increased in the reporting period by 23.2 billion rubles. (by 5.1%). 

Based on the proposed dynamics, we built a regression equation that shows the positive dynamics of this indicator, based 

on this equation we will calculate for 2019 and 2020: 

- for 2020 = 432.97 + 15.75 * 4 (4th study period) = 495.97 billion rubles. 

- for 2021 = 432.97 + 15.75 * 5 = 511.72 billion rubles. 

The total amount of insured funds in banks in the first half of 2019 increased by 1,057.3 billion rubles. (by 4.1%) to 

27,090.3 billion rubles (Rusprofile, 2019). 

In the course of the study, we found that in the conditions of the economic crisis, the primary importance when choosing a 

source for investing accumulated savings is its reliability and the ability to cover the inflation rate. We have carried out an 

assessment of measures to improve the efficiency of the use of individual investments, which shows that the volume of 

investments is continuously increasing, and the number of loans issued is growing from year to year. 

Assessment of the digital potential of innovative projects of Russian trading companies at the regional level 

The rapid growth and development of information technology, the emergence of digital ecosystems and innovative 

business models have a significant impact on the nature and patterns of behaviour of the modern consumer, who actively 

uses digital technologies, appreciates environmental friendliness and a personal approach. 
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In order to assess the digital potential of investment activity in the implementation of innovative projects, the author of the 

study chose the company "Torgservice" LLC, which operates in Yekaterinburg and the Sverdlovsk region in the field of 

food trade. The company plans to implement the innovative Peresvet project, within which the following digital 

technologies will be applied: 

- implementation of systems for analysing customer behaviour; 

- digital control of queues; 

- face recognition at the entrance, identification of the demographic characteristics of buyers; 

- self-service cash desks, contactless payments; 

 - digital logistics and product delivery control; 

- control over the work of the IT infrastructure and security systems; 

- a mobile application of a retail network, etc. 

In the course of the study, the competitive environment of the company was analysed according to the Porter model (Table 

6). 

Table 6: Analysis of the influence of competitive forces on the company's activities 

 

№ 

 

Parameter The power of 

influence 

Description 

1 Consumer pressure High The service of the company is unique, since in the territory of the 

village. Kosulino shopping center "Peresvet" is the only player. The 

overwhelming majority of buyers shopping center "Peresvet" are 

satisfied with the quality of the goods and their cost 

2 Influence of

competitors acting in

branch 

Low Competition is expressed in approving lower prices, improving the 

quality of goods, providing services  

3 Possibility of entering

the industry for

potential competitors 

Medium There are a number of barriers in the industry: 

1. Capital intensity. The construction of the Peresvet shopping center 

requires significant financial costs. 

2. Labor resources. Having the latest equipment, it is impossible to 

provide services at a high level without professional workers. 

3. Time costs. The length of time to create your customer base. 

4 A threat the

emergence of

replacement products 

High This area is favorable for living, a large number of residents live 

there, as a result of which there is a threat of building another 

shopping center. 

 

It is produced to study the business environment, legal conditions, the strengths and weaknesses of your firm and 

competing enterprises, as well as the complex interaction of the factors under consideration (Table 7). 

Table 7: Investment project SWOT analysis results 

 

S 

Strengths 

 

O  

Opportunities 

Strengths of the company: 

Large coverage area. 

Transport accessibility. 

Lack of similar facilities. 

Competitive rental rates. 

Weaknesses of the company: 

Lack or very low involvement of 

ordinary employees in the 

development of the company. 

High costs of an advertising 

campaign. W  

Weaknesses 

T 

Threats 
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Possibilities: 

High rates of development of retail 

real estate. 

Growth in demand for retail space 

rental. 

Increased demand for retail real estate 

rental. 

Market share growth. 

Entering new markets. 

Increase in the number of consumers.  

Active stimulation of the labor of 

workers and managers. 

Development of commodity 

technologies. 

Threats: 

Slowdown in economic 

development. 

The presence of competitors. 

Decrease in demand for rent of retail 

space. 

Identification of major market trends. 

Expansion of the circle of possible 

tenants. 

Decreased Rottweiler turnover. 

Reducing the cost of renting retail 

space through "mitigation" 

Introduction of a system of 

accounting and cost reduction. 

 

The number of investments in the construction of the Peresvet shopping centre and the introduction of modern technology 

for the sale of food products amounted to 265 million rubles (Rusprofile, 2019). The area of the shopping centre will be 

1600 m2, half of which will be occupied by sales areas, the other half is planned to be rented out. The monthly rent will 

amount to 2.395 million rubles. 

Cash flows from current operations include the sections already discussed, as well as sections that relate to income tax 

(20%) and commissions to investors (2.5%). Considering a growth rate of wages per year, equal to 4.8% per year, a 

breakdown was carried out by year. Cash flows from investing activities were carried out in three tranches. 

The indicators of the economic assessment of investments are shown in Table 8. 

Table 8: Performance indicators of the investment project 

 

Indicators Units Definition 

Net Present Value, NPV Thousands of rubles 79 864, 516 

Payback period, PP years 9,3 

Internal Rate of Return, IRR % 18,76 

Return on Equity, ROI % 19,82 

Return on Investment, PI % 13,3 

 

In general, an innovative project is recognized as cost-effective. It should be noted that there is a reasonably long 

discounted payback period for capital investments, the volume of which increases significantly due to the use of new 

information technologies, since the more perfect the information system used in trade, the higher its cost, the higher the 

costs of implementation and maintenance. However, they, in turn, become one of the factors that attract potential 

customers and buyers. 

Research into the retail industry makes it possible to conclude that it remains one of the areas most receptive to various 

innovations. Digitalization and informatization of retail are gaining momentum, and now it is imperative for trade 

enterprises to solve in order to solve new problems related to new opportunities and prospects. Adequately responding to 

the rapidly changing retail landscape gives companies a significant competitive edge. The growing demands of trading 

companies stimulate the creation of new specialized software products that allow expanding the opportunities available to 

the trading business. It should be noted that software manufacturers regularly develop and implement improved software 

products that improve the efficiency of management of most retail business processes. 
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Discussion and conclusions 

Today, the implementation of information systems and technologies is becoming a significant factor that increases the 

efficiency and investment attractiveness of Russian trading companies. In the field of digitalization of the Russian retail 

trade, the following key trends can be distinguished: the active use of modern technologies and the desire for in-depth 

analysis of the audience. Digital systems allow retailers to accumulate consumer information, track purchase history, 

analyse demand, and remain relevant to customers. 

Research into the retail industry makes it possible to conclude that it remains one of the areas most receptive to various 

innovations. Digitalization and informatization of retail are gaining momentum, and now it is imperative for trade 

enterprises to solve in order to solve new problems related to new opportunities and prospects. Adequately responding to 

the rapidly changing retail landscape gives companies a significant competitive edge. The growing demands of trading 

companies stimulate the creation of new specialized software products that allow expanding the opportunities available to 

the trading business. It should be noted that software manufacturers regularly develop and implement improved software 

products that improve the efficiency of management of most retail business processes. 

The theoretical significance of the study lies in complementing the section of theory and practice of regulation of 

investment projects. The practical significance lies in developing practical recommendations for the implementation of 

innovative projects in the activities of Russian companies. 
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Abstract 
 

The paper herein serves as a theoretical study on the relation between the quality in services and clients’ satisfaction, 

conducted among clients in a county in regards to the digitals services, aiming to point out to the level of clients’ 

satisfaction, as well as to recommend improvement measures for its increase. 

The choice for this topic relies on the considerations that all research studies concerning the client’s satisfaction are 

focused on understanding how to manage the client’s expectations on the services being provided, instead of establishing 

what clients actually want. 

 

Keywords: Customer, Quality, Services, Customer Satisfaction, Digitals Services. 

 

Introduction 
 

On an ever-growing market for the telecommunication services, the clients’ wants are becoming greater and greater and so 

is the desire to benefit from high quality services that will make their life easier. Following such trends on the Romanian 

market, a growth in the telecommunication services is expected, as stimulated by the people’s interest to be in a permanent 

contact with technology, as it looks Ionescu C. (2013). 

 

Securing the clients’ loyalty by the services provider companies has turned essential, due to the changes in the business 

environment. To this purpose, there are many potential causes, where one is the increase in competition. Meyer C., Kirby J. 

(2010) said that the factors contributing to the intensification of competition are the lack in real differentiation of the 

services provided and the government regulations leading to an open competition on the market. Consequently, companies 

need to act proactively to improve the clients’ level of satisfaction and to effectively correct the negative experiences. 

 

Methodology 
 

The paper called ‚Improvement in the level of satisfaction of clients in a county for the S.C RCS – RDS S.A services’ 

involves both the analysis of the means of satisfaction and retaining the existent clients and also the survey-based research, 

intending to highlight the level of satisfaction for the RCS – RDS’ clients in a county, using models of Bordoloi S., 

Fitzsimmons J.A., Fitzsimmons M.J. (2019). Similarly, this company is identified to be providing the flexibility and quick 

response to the market opportunities, since it understands the necessities and the clients’ current and potential expectations. 

 

The model suggested in this paper for evaluating the clients’ satisfaction, which starts from Popescu M.O., Panait V. 

(2013), consists in gathering data and information regarding the client’s satisfaction, starting with the premise that the 

small tariffs are accompanied by other factors that bring satisfaction to a person for the services provided by the company. 

 

Developing relationships with clients must be based on trust and respect, and the company management needs to know 

how to communicate its strategy concerning creating value for the client, as Schmenner R.W. (1986) in his paper. 
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Case study 

 

Measures to improve the satisfaction for the RCS – RDS clients 
 

In line with certain estimations, attracting a new client costs five times more than retaining an existing client, which is ten 

time more difficult, while an increase by 10% of the retention degree corresponds to a higher profit by 30%. 

 

On average, 96% of the consumers who had an unpleasant experience with the customer service do not report it, while 

91% of the dissatisfied clients are not coming back – even more, they will spread their story to other 10 people – potential 

clients – about the unpleasant experience about a product or service. 

 

The possibility of selling to a current client is circa 60 – 70 %, whereas the chances to do the same to a potential client are 

only 5 – 20%, as shown by the Interactive Intelligence Group Inc. analysis. 

 

Measures that RCS – RDS can implement to increase satisfaction and retention rate of clients: 

 

- Improving quality in installing services within a county; 

- Turning the county clients loyal. 

 

Measure 1. Improving the quality of installing services within a county 

 

The Customer Service will develop the ‚WELCOME CALL’ project, where recently installed clients are contacted, in 

order to see the level of satisfaction related to the installation of services and any technical problem is reported by being 

notified about a complaint that needs to be taken care of in maximum 24 hours. 

 

The list of the technical problems includes, but it is not limited to, installing cables in the residence, the weak quality of TV 

signal, certain channels are blocked, low internet speed, telephone line not working, improper installation for the 

equipments or incorrect configuration. 

 

A check list will be followed, where the operator will record the exact reason for the complaint made by the interviewed 

person, when it regards a non-technical reason (e.g. punctuality of the technical team, equipment brought for assistance by 

the technical team, quality of works, leaving the space in disarray, the politeness displayed by the technical team, the 

workers were not wearing a uniform), thus communicating the fact that all measures required will be taken, so no 

repetition of the above occurs in the future. At the end of conversation, the ‚Customer Service’ will express its full 

availability. 

 

There will be no additional costs for such calls, since they will be transferred to operators when there is no waiting list. 

Later on, minimum costs will be incurred for an additional training of the technical team (50 people/Gorj County). Two 

qualified people within the company will be teaching such technical courses and conduct at the employment place, so there 

will be dissatisfied clients. 

 

Measure 2: Turning the existent clients loyal 

 

In order to lower the number of subscribers terminating the contract before its expiry date, a number of bonus points will 

be granted in their client account when the invoice is being paid. The client will be able to use those points later, for paying 

the future bills. The number of points to be received varies on the invoice value (1 point for each 10 lei being paid) and the 

payment manner (3 points for online payment, 1 for counter/pay point payment). For every anniversary date since starting 

a RCS – RDS subscription, the client will be given 20 points into his account. For every 100 points collected, the client 

will be able to pay for his current bill with these points, on condition the payment is done before the due date, or he can 

keep collecting points. The value of those 100 points is RON 50. 

 

Similarly, to avoid losing clients, the company will give to the current customer’s variable bonuses, between 50 and 70 

points, on their holidays and anniversaries. 

 

The costs for implementing this measure are minimum, since every client in the electronic database has a separate account 

where these points will be collected. For a subscription of 60 RON/month, a client who is never late with the invoice 

payment will have the possibility to use these bonus points to pay for up to 2 months a year. 

 

For an impeccable service, RCS – RDS has to use an optimum combination of all the communication channels with the 

clients - sale points, customer service points, marketing techniques – all having the same mission, i.e. the satisfaction of 

clients. 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

435



 

 

 

Table 1: Effects of improving the clients’ satisfaction 

 

Improvement 

measures 

Effects 

Improving quality in 

installing of services 

 Increase in productivity and involvement of employees when addiotional 

effort is required, such as operators who will have to make more phone calls 

to the new clients and the technical team during installing the services. 

 A more effective Customer Service, which provides non-stop assistance to the 

clients via shortening the waiting time to a minimum. The number of phone 

calls to the new clients to establish problems with installation will be lower. 

 Reduction the fuel costs used on the intervention vehicles, since there will be 

no need to drive again to the client’s residence after installation, as this 

operation will have been done correctly and fully during the first intervention 

trip.  

Turning the current clients 

loyal 

• Reduction in the waiting lines in the places of business, as clients will be 

urged to pay the invoice online. 

• Increase in the level of services provided in the places of business through 

quicker responses given to the clients and the possibilities to carry a dialogue 

with the commerce partners in the shortest timp possible. 

• Providing a constant sale volume, since the loyal clients are more prone than 

the new clients to accept any change in price and have a higher frequency of 

purchase. 

 

Conclusion 
 

The companies are more focusing on knowing the clients, so they would derive a maximum profit for a long period of time 

and keep them from joining the competition. To fulfill that objective, to reach a high level of efficiency in terms of clients’ 

requirements, it is necessary for the companies to identify their real needs and demands through regular research studies 

whose results should be ultimately integrated into the services to be provided. 

 

In theory and practice, some competitors will be able to satisfy better certain categories of clients. This is the reason this 

company has in view to invest in its infrastructure of telecommunications, mostly based on optic fiber, provision of 

superior quality services, along with development of new services to bring real value to the end customers. 

 

As a conclusion, the constant dialogue between a company and its clients will be leading to an increase in the experience 

level regarding the service being offered, which is a win-win situation. The lack of a permanent communication, namely 

the lack of measures to turn the clients loyal, can lead in time to a deterioration of the company – client relationship. 
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Abstract 
 

The paper herein merges a theoretical study on the relation between the quality in services and the clients’ satisfaction with 

a research study, a survey-based inquiry conducted among the clients for the services provided by a company.  

The aim of this paper is to point out to the satisfaction level for clients of a company. The choice for this topic relies on the 

considerations that all research studies concerning the client’s satisfaction are focused on understanding how to manage the 

client’s expectations on the services being provided. 

 

Keywords: Service, Quality, Quality Of Services, Customer Satisfaction. 

 

Introduction 
 

The quality of the services, the products, of the management that actually affects the quality of the other products and 

processes in the company, represents an imperative factor in the activity of any company whose dynamic is still 

developing, under the conditions of the present market economy. 

 

Following a long timeframe dedicated to analyses conducted by specialists in the technical sector, a definition for quality 

has been agreed on, as included in the SR EN ISO 9001:2015 international standard –‚Quality is the totality of 

characteristics of an entity that bear on its ability to satisfy stated and implied needs.’ 

 

The term quality, with its international symbol Q, stands for a global concept, based on a set of characteristic and their 

interdependencies that reflect the manner of satisfaction of the use requirements. The SR EN ISO 9001:2015 standard 

shows that these requirements are dynamic and change in time, hence the similar feature in the characteristics, including 

quality. 

 

It is therefore necessary to identify the stakeholders for whom the product holds significance, so as to be able to establish 

the characteristics. Figure 1 shows that the interested parties are the beneficiary (1 – client’s demands), manufacturer (2 – 

supplier’s interests) and society (3- society’s interests). 

 

 
Figure 1: Interest in quality (Source: Ionescu S.C., 2013) 

Customer

SocietySupplier
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The beneficiary aims to obtain his own satisfaction, the manufacturers the owners’ and also the employees’ and the society 

itself had its own demands expressed through laws, regulations, and conditions for the protection of environment, health 

and safety. 

 

The dimensions of the quality of a service 
 

Further on, figure 2 comprises the factors with a crucial influence upon the expectations and perceptions on the quality in 

services and the results concerning the perceived quality, through the prism of five dimensions in the quality of services. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Perceived quality of services 
(Source: adapted from Bordoloi S., Fitzsimmons J.A., Fitzsimmons M.J., 2019) 

 

There are five main dimensions that customers use to evaluate the quality in a service – reliability, responsiveness, 

assurance, empathy and tangibles. 

 

Reliability is the provider’s ability to deliver the service having been promised. 

 

Responsiveness of the providers represents the availability, eagerness and their desire to provide services to the customers. 

 

Assurance means that the provider holds the necessary knowledge and the ability to deliver the service, thus conveying to 

the customers a feeling of safety and certainty. 

 

Empathy concerns dealing with each customer in an individualized manner. 

 

Tangibles refer to the impression given by the image of the physical facilities, equipment used to deliver the service, 

including the appearance of the operating staff and the materials used for the organizational communication. 

 

Fundamentals of Research Methodology 
 

The central goal of the present paper is to obtain/gather information regarding the level of clients’ satisfaction towards the 

services provided by a telecommunication company. 

 

As an investigation tool, we have used the survey-based inquiry. The following stages have been noted during the study – 

formulation of objectives; establishing size and structure of the sample; survey implementation; collecting the answers; 

interpretation of the answers; formulation of conclusions. 

 

The objectives of this researc are as below: 

 

- Identifying the suggestions on changes the company was supposed to make; 

- Identifying the criteria affecting the loyalty towards the company; 

- Identifying the criteria to account for the choice of this provider; 

- Identifying the consumers’s level of satisfaction for the price/quality ratio in the services being used; 

Rumors Personal 

needs 

Past 

experiences 

Expected 

service 

Perceived 

service 

Dimensions of 

service quality 

Trust 

Solicitude 

Perceived quality of service 

1. Surprise quality (exceeding 

expectations) 

2. Expected quality 
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- Identifying the key factors in adopting the decision to change services; 

- Identifying the level of information for the natural persons related to the technical assistance provided by the 

customer relations department; 

- Understanding the influence that certain social and demographic variables may have upon the consumer behavior 

in services. 

 

Analysis and interpretation of the answers 
 

Upon having the surveys completed by the respondents, we have collected the information via a statistical data analysis 

software and derived the results as further presented. 

 

Question 1. What type of services do you use from the company X? 

 

Table 1: Services used 

 

 Response frequency Percentage (%) 

Television 32 32 

Internet 9 9 

Mobile phone 6 6 

Fixed telephony 3 3 

Electricity 6 6 

Between 2-3 services 24 24 

Over 3 services 20 20 

 

 

 
Figure 3: Services used 

 

According to the answers, the company is noticed to be the leader in Romania in the cable and satellite TV services market 

niche, thanks to providing a full lineup at affordable prices and available equipment. 

 

Question 2. Your decision to contract the services of company X has been based on the following defining elements – fees, 

quality of services, image of the company, variety in the services provided, the behavior of the company representatives. 

 

The results are as follows: 

 

Table 2: Attributes of choosing the services of organization X 

 

Attributes Very 

important 

Important Indifferent Less 

important 

Not important 

at all 

Tariffs charged 36 31 15 9 9 

Services quality 27 37 19 10 7 

The image of the 

company 

17 20 33 14 16 

32%

9%
6%3%6%

24%

20%

Television Internet

Mobile phone Fixed telephony

Electicity Between 2-3 services

Over 3 services
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The variety of services 

offered 

11 12 45 20 12 

Behavior of company 

representatives 

20 24 25 18 13 

 

While using the semantic differential scale, we have processed the data and reached these results: 

 

N fees = (36*5 + 31*4 + 15*3 + 9*2 + 9*1) / 100 = (180 + 124 + 45 + 18 + 9) / 100 = 376 / 100 = 3,76 

N quality = (27*5 + 37*4 + 19*3 + 10*2 + 7*1) / 100 = (135 + 148 + 57 + 20 + 7) / 100 = 367 / 100 = 3,67 

N image = (17*5 + 20*4 + 33*3 + 14*2 + 16*1) / 100 = (85 + 80 + 99 + 28 + 16) / 100 = 308 / 100 = 3,08 

N variety = (11*5 + 12*4 + 45*3 + 20*2 + 12*1) / 100 = (55 + 48 + 135 + 40 + 12) / 100 = 290 / 100 =2,90 

N behavior = (20*5 + 24*4 + 25*3 + 18*2 + 13*1) / 100 = (100 + 96 + 75 + 36 + 13) / 100 = 320 / 100 = 3,20 

 

Upon examining the results, the central element to be taken into account for establishing the main course of action is the 

fees, where the quality of services being almost as important as the prices. 

 

Question 3. How do you perceive the quality/price ratio concerning the services of the company X ? (mark with X) 

 

Table 3: Price-quality ratio 

 

Very inconvenient 1 2 3 4 5 Very convenient 

 

 

14 

Response frequency 

 

15 25 20 

 

 

26 

 

In line with the collected answers, we notice that 26% of the respondents believe that the quality/price ratio is very 

convenient, which confirms that the company does not provide services its clients cannot financially afford to contract.  

 

Question 4. How would you react to a change – increase of the fees? 

 

 
Figure 4: Tariff changes 

 

In case of fee increase, customers are willing to withdraw from contracts only when the contract period has been expired, 

since the termination fees are rather high, not convenient at all. 

 

Question 5. List, in the order of importance, (place I, II,III, IV, V) the following attributes in the services of the company X 

in the telecommunication sector – high-tech equipment, attractive offers, affordable fees, engaging advertisement, reliable 

company. 

 

Table 4: Order of importance 

 

Attributes I II III IV V 

High-performance equipment 24 33 28 10 5 

Attractive commercial offers 44 25 20 7 4 

I will give 

up services

65%

[Category 

name]

[Value]
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Acceptable price 32 23 21 11 13 

Attractive advertising campaign 13 20 25 30 11 

Reliable company 49 21 13 8 9 

Note: The respondents’ options for the hierarchy are thus scaled – first place 5 points, second place 4 points, third place 3 points, fourth 

place 2 points and the fifth place 1 point. 

 

For high-tech equipment: S1 = (24*5 + 33*4 + 28*3 + 10*2 + 5*1) / 100 = (120 + 132 + 84 + 20 + 5) / 100 = 3,61 

For attractive offers: S2 = (44*5 + 25*4 + 20*3 + 7*2 + 4*1) / 100 = (220 + 100 + 60 + 14 + 4) / 100 = 3,98 

For affordable fees: S3 = (32*5 + 23*4 + 21*3 + 11*2 + 13*1) / 100 = (160 + 92 + 63 + 22 + 13) / 100 = 3,50 

For engaging advertisement: S4 = (13*5 + 20*4 + 25*3 + 30*2 + 11*1) / 100 = (65 + 80 + 75 + 60 + 11) / 100 = 2,91 

For reliable company: S5 = (49*5 + 21*4 + 13*3 + 8*2 + 9*1) / 100 = (245 + 84 + 39 + 16 + 9) / 100 = 3,93 

 

To reiterate, the attractive offers are the most important for the clients, followed by the ‚reliable company’ criterion and the 

fact that using high-tech equipment will definitely bring a plus value to the services provided. 

 

Question 6. What would motivate you more in the future to choose a service from the company X rather than a service 

from a rival company? 

 

Table 5: Motivation to choose a company X service 

 

Attributes Total 

agreement 

Agreement Indifferent Disagreement Total 

disagreement 

Low price 33 20 19 17 11 

Promotional 

offers 

45 19 18 10 8 

The degree of 

professionalism 

of the staff 

26 21 20 18 15 

Speed of service 

installation 

17 14 18 25 26 

 

N price = [33*2 + 20*1 + 19*0+ 17*(-1) + 11*(-2)] / 100 = (66 + 20 – 17 – 22) / 100 = 0,47 

N offers = [45*2 + 19*1 + 18*0+ 10*(-1) + 8*(-2)] / 100 = (90 + 19 – 10 – 16) / 100 = 0,83 

N professionalism = [26*2 + 21*1 + 20*0 + 18*(-1) + 15*(-2)] / 100 = (52 + 21 – 18 – 30) / 100 = 0,25 

N speed = [17*2 + 14*1 + 18*0+ 25*(-1) + 26*(-2)] / 100 = (34 + 14 – 25 – 52) / 100 = - 0,29 

 

It is quite obvious that the first place in the consumers’ appreciation is taken by the promotional offers. Clients are very 

much influenced by the company promotion efforts at its outlets. The evaluation of the alternatives is controlled by the 

company via its presentation of services on sale as promos – bonus package (for the unlimited Optim cell service – the 

more subscriptions, the lowest the price for every subscription). 

 

Question 7. How do you evaluate the quality of technical assistance provided by company X? 

 

 

 

Table 6: Quality of technical assistance 

 

 Response frequency Percentage (%) 

Very good 25 25 

Good 38 38 

Low 37 37 
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Figure 5: Quality of technical assistance 

 

According to the answers given by the respondents, the quality of the technical assistance is valued as good (38%), yet 

37% of the customers of this service are not satisfied. This narrow margin is raising a serious question, which means that 

major improvements are needed in the customer relations department. 

 

Question 8. How would you go about whether the service you contracted did not work at the negotiated parameters? 

 

a) Did you call the customer relations department? 

b) Did you go to the representative office? 

c) Did you fill out the complaint form on their site? 

d) Did you wait for the situation be remedied without doing anything? 

 

Figure 6: Service malfunction 

 

Upon interpreting the results, 33% have contacted the customer relations department, which is now the most efficient 

manner to solve a technical issue in a short period of time, while 11% of the respondents completed the complaint form 

online and waited to be called from the technical assistance department. As seen from the answers, 14% of the customers 

believe that an issue will be taken care of without the need to inform the company about it. 

 

Conclusion 
 

The implementation of this survey has been well received by the customers of the company X, which should constantly 

encourage the feedback from its clients since this will build a comfort zone for the customers, enjoying the attention being 

given to them. The company provides services that take account of, firstly, the purchasing power of the Romanian 

consumer. The change in costs will bring about a strong effect upon the consumers’ loyalty; when dealing with a price 

increase, clients are not only willing to opt out of the company services but also to join a rival company (65%). 

 

Similarly, the respondents have high expectations when calling the customers relation department, as they wish to receive 

promptness in having their issue solved, respect, seriousness and professionalism from the company X employees. 
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The remediation interval for the complaints includes a large window time, calculated in hours, from the moment the 

company X receives the complaint about a confirmed issue to the moment when the faulty service has been brought to the 

normal working parameters (according to the conducted survey). 

 

Having regard to the fact that the company X holds the national leader position on the market of telecommunications, the 

market strategic plan to be adopted has to focus on maintaining and consolidating this place and also on increasing its 

turnover. 
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Abstract  

Social economy entities play a significant role in Poland, by creating new workplaces and new types of activity; moreover 

they fight unemployment, poverty and social exclusion, taking part in solving various social problems, offering occupational 

and social reintegration. However, their development and operation faces many economic, legal and organisational obstacles. 

These translate into the level, quality and structure of employment in specific entities of social economy.The paper introduces 

the main social economy entities, discussing their significance with regards to the creation of workplaces, specifics of 

employment and the problems of utilising the most important factor in their operation – i.e. the resources of human 

workforce. The main research objective here is to specify the determinants of the level and structure of employment in the 

entities of social economics in Poland and the identification of the current problems in employment in social enterprises The 

research process and the execution of the research objectives were aimed at the verification  of the research hypothesis of a 

positive and multidirectional influence of the social entities on the level of employment, including the employment of the 

“persons with employment disadvantage and  long-term unemployed” and increase of occupational activity. With regards to 

the research problem, the authors of the paper applied various research techniques, including: descriptive, comparative, 

critical analysis of the publications and source materials and ration analysis concerning employment. 

 

Keywords: Social Economy, Social Economy Entities, Social Enterprise, Social Employment, Volunteerism. 

Introduction 

Social economy is aimed at the limitation of the unreliability of the market and the state, regarding both the phenomena 

which have existed for many years, such as unemployment, poverty, economic inequalities, social exclusion as well as 

relatively new problems resulting from the contemporary transformations, comprising, among others, the changes of the 

lifestyle and family models, processes of ageing societies and many others. Social economy applies economic (business) 

tools and methods to solve social problems, because the entities of this economy operate within competitive environment. 

All the social economy entities base their activity mainly on the resources of human labour, which are especially important 

in the process of the operation of these entities and achieving their objectives. The quality of human resources, the education 

level and the skills of the working staff, and appropriate work organisation and culture, determine, to a large degree, the 

effects of such activity and the degree of the execution of the objectives and tasks. In some social economy entities, the staff 

perform their work for remuneration and they are employed on the basis of employment contracts, whilst in some others – a 

significant role is played by volunteers, which allows to decrease the costs of operating such an entity. Each entity operates 

on the basis of specific regulations stipulating organisational and economic issues, as well as employment within this 

institution. The core of social economy is made up by a social enterprises aimed, among others, at fighting occupational and 

social exclusion, providing social reintegration by means of employing people “with employment disadvantage and long-

term unemployed” and people with disabilities or occupationally passive. In this respect, the decisive role is played by the 

scale and structure of social enterprises and their method of operation, and, first of all, the quality and number of the persons 

employed, their social competencies, social values, the willingness to offer help and social innovations.  

The basic objective of the paper is to specify the importance of the social economy entities, including social enterprises, in 

the creation of new workplaces and activation of persons with disabilities, occupationally passive and socially excluded. The 

specific objective of the paper is the attempt to answer the following research questions: 

• What is the essence, types and character of the social economy entities in Poland?; 

• What is the level and structure of employment in social enterprises in Poland against the background of other 

European Union member states – in the light of statistics?; 
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• What are employment problems faced by social enterprises? 

 

The execution of the above research objectives was aimed at the verification of the research hypothesis of a positive and 

multidirectional influence of social economy entities on the level of employment, including the employment of the “persons 

with employment disadvantage and  long-term unemployed” and increase of occupational activity. 

With regards to the scope of the research problem, the authors of the paper applied various research techniques, including: 

descriptive, comparative, critical analysis of the publications and source materials and ration analysis concerning 

employment.  

Social economy – term, essence and functions  

Social economy is an area within economics and also within specific commercial activity, which combines social and 

economic objectives in reaction to the effects of two core economy regulators: the market and the state. In a situation when 

neither the market nor the state is able to eliminate unemployment, poverty, economic exclusion, economic inequalities and 

many other social problems and also when they are unable to co-operate for solving the social problems, widely defined, it 

turned out to be necessary that this area should be accommodated by social economy. Social economy is located within the 

triangle made up by the market economy/ civil society/ democratic state. By assumption, social economy should foster the 

reconciliation of different rationalities attributed to the market (allocative rationality), the state (redistribution rationality), 

society (rationality within solidarity)” (Kwaśnicki, 2005, p.12).  

Social economy is connected with such terms as social economics, social entrepreneurship, which signify the type of 

commercial activity which combines both economic and social objectives. According to Bruno Roelants (2002), the core 

issue here is the reference to the values and to the operating entities within the sector, their objectives and legal forms. There 

are many definitions of social economy, which are more or less general and which delineate its various aspects. Defourny 

and Develtere (2006), believe that social economy offers a special approach towards economy, comprising everything that, 

has also a social dimension, being at the same time an economic phenomenon and has also an economic dimension, being at 

the same time a social phenomenon). This is a very extensive and quite general approach to social economy, yet it definitely 

reflects its spirit. 

From the point of view of the research problem of this paper, it is worth mentioning that “social economy is a sphere of civil 

activity which, by means of economic activity and the public benefit activity serves such objectives as occupational and 

social integration of the persons at risk of social marginalisation; this activity fosters also the creation of workplaces, 

providing public benefit services (for the common interest) and local development” (National Program for Social Economy 

Development by 2023, 2019, p.12). This activity lies at  the intersection point of the entrepreneurship sector and the sector 

of non-governmental organisations which do not operate with an intention to maximise the profit. To a large degree, social 

economy has a solidarity dimension (solidarity economy), which is pursued by these entities within the social economy 

(social enterprises in particular) which, within their activity, create workplaces, are involved with occupational and social 

activisation of the persons at risk of social exclusion; it deals also with occupational reintegration, providing social services 

and carrying out tasks pertaining to local development (National Program for Social Economy Development by 2023,  2019, 

p. 12). 

Entities of social economy  

The objectives and tasks of the social economy are carried out by a number of diverse entities of social economy within 

which, since 2016, there has been a subdivision of solidarity economics, making up some novum. 

 

 

 

 

 

 

 

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

445



 

 

Main Determinants and Barriers in Employment in Social Economy Entities in Poland with 

Special Consideration for Social Enterprises  

 

Fig.1: Social and solidarity economy 

 
Source: National Programme for the Development of Social Economy by 2023. Social Solidarity Economy  (Polish Monitor from 2019, 

item 214), The Ministry of Labour, Family and Social Policy, Warsaw 2029, p. 12, https://archiwum.mpips.gov.pl/ekonomia-spoleczna-i-

solidarna/  (access  10.11.2020)) 

 

One of the most significant entities is “social enterprise” whilst: 

Social enterprise is the main entity of social economy, defined in a more or less general way; yet there is no single legal 

definition of a social enterprise in Poland (National Program for Social Economy Development by 2023,  2019, p. 12), which 

makes up a serious obstacle in setting up social enterprise and in their operation, as well as in the comparative analysis of 

their operation. 

The Organisation for Economic Co-operation and Development (OECD) was one of the first to formulate, in 1998, the 

definition of a social enterprise stating: “(…) any private activity conducted in the public interest, organised with an 

entrepreneurial strategy, but whose main purpose is not the maximisation of profit but the attainment of certain economic 

and social goals, and which has the capacity for bringing innovative solutions to the problems of social exclusion and 

unemployment (Kerlin, 2008). 

In his definition of a social enterprise, J. Hausner emphasised that this is a key link in social economy. Its function is not 

only to produce specific goods and services, but also the mobilisation of social capital, generating innovativeness and 

extending the market by means of inclusion of the persons who have been excluded so far  (Hausner, Laurisz, 2006).  

J. Pach, in turn, in the explanation of the term and essence of a social enterprise, stressed that it should generate an economic 

surplus (at least a small profit), which will finance the realisation of the intended social objectives, yet this profit should not 

be distributed among the shareholders. The exception should be some organisations, including non-profit ones, operating 

with different principles, and which are statutorily exempted from the obligation to gain profit (Czyżewska,  Pach, Sala, 

2020, p. 94).What matters in their operation is an individual motivation of social entrepreneurs and the identification of local 

possibilities, which triggers the development of social enterprises (Lumpkin, et al., 2013) and which must follow the most 

operative solutions. This concerns, first of all, the adaptation and distribution of the available resources including human 

resources, which determine the essence of a social enterprise. 

In Poland, granting the status of a social enterprise to an entity which has been selected in organisational and accounting 

terms, requires meeting a few conditions (as opposed to many European countries), including: 

− Carrying out commercial activity or paid public benefit activity or educational activity as defined in article 170 

section 1 of the Act of 14th December 2016 (Educational law) or cultural activity as defined in article 1 section 1 of 

the Act of 25th October 1991 on the organisation and conducting educational activity; 
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− Carrying out activity for social and occupational integration of the people with employment disadvantage and 

providing social services for local community. Social enterprises should employ at least 50% of their staff from the 

groups at risk of poverty or in danger of social exclusion (including persons with disabilities and unemployed) or  

30% of their staff with significant degree of disability as defined in the Act of 27th August 1997 on occupational 

and social rehabilitation and employment of people with disabilities and with mental disorders, and moreover, at 

least three persons should be employed at least for  ¼ FTE, and, in the case of civil law contracts – for a period not 

shorter than 3 months and comprising not less than 120 working hours; 

− The profit or excess balance from the activity is not distributed between the shareholders of employees and is 

designated for the increase of the potential of the enterprise, occupational and social reintegration or for public 

benefit; 

− The management in social enterprises is made on democratic principles, which means that their structure is based 

on co-management in the case of a co-operative, employee share ownership plans (ESOP) or the employee 

participation principles; 

− The remuneration of all working staff, including the management staff is bound by limits specified in article 9 

section 1 point 2 of the Act of 24th April 2003 on public benefit activity and volunteerism. 

To sum up: in Polish conditions, social enterprise is an entity which must meet a number of specific economic and 

social requirements1 and, therefore, it seems that the term of a social enterprise, too generally defined in publications, 

meaning “all the commercial entities which have a social objective and are not aimed at capital creation and distribution and 

which have a democratic and measurable structure based on a joint management”(Pearce, 2003, p.190). 

Other significant elements of social economy comprise: 

 

• Social co-operatives and disabled workers’ and blind persons’ co-operatives acting on the basis of co-operatives’ 

law. Social co-operatives make up a very specific form of commercial activity, operating on the basis of personal 

work with an intention of social and occupational integration of its members and meeting the criteria of social 

enterprises. The profit generated from their activity is not subject to distribution and is used for the statutory 

purposes. Social co-operatives carry out social and educational and cultural activity for their members and for the 

local community (Act of 24th April 2003 on charity and volunteerism). A co-operative may be set up by a legal 

entity (NGOs, local government entities, church legal entities) and individuals belonging to strictly specified groups 

of excluded persons or those in danger of social exclusion. In the case of individuals, the founders of a co-operative 

must belong to one of the following groups: unemployed persons and the persons with the status regulated by article 

1 section 2 point 1-4, 6, 7 of the Act on social employment , i.e. homeless persons, persons with addictions (alcohol 

and drug addicts,  persons with mental diseases, specified refugees, ex-convicts)and other individuals defined by 

this Act. The regulations require that a co-operative should be set up by at least 5 individuals, but not more than 50 

persons (with the exception for co-operatives transformed from disabled persons’ co-operatives),who are employed 

on the basis of a contract of employment. Members of a co-operative may also come from outside the groups 

specified in the Act – who are referred there as specialists, yet their number cannot exceed 50% of all the members 

of a co-operative. Each member of a co-operative must be employed on the basis of a contract of employment. If a 

co-operative is set up be legal persons – there must be at least two such founders. In such a case, the founders are 

obliged to employ, in the co-operative, at least five persons who are socially excluded or at risk of such exclusion 

within six months of the date of the entry concerning the  foundation of this social co-operative in the National 

Court Register. 

• Supported employment enterprises, in order to maintain their statis, must meet the following requirements (The Act 

of 27th August 1997 on occupational and social rehabilitation and the employment of persons with disabilities): 

 

− commercial activity carried out for at least 12 months; 

− at least 25 employees employed (as full time jobs); 

− the following indicators of the employment of people with disabilities maintained for at least 6 months: at 

least 20% of the total working staff is made up by the workers with a significant or moderate level of 

disability or at least  

30% of the working staff is made by blind persons, persons with mental diseases or with mental impairment  

(moderate level of disability); 

− objects and premises meeting the requirements stipulated by the work safety regulations and rules to be 

owned by the company; 

− a guarantee of emergency and specialist medical care, counselling and rehabilitation services.  

• Reintegration entities, i.e. those whose main objective is social and occupational integration of the persons at risk 

of social exclusion, including the entities activating persons with disabilities (Occupational Therapy Workshops, 

 

1
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Vocational Development Centres and social employment entities activating persons with social exclusion  (Social 

Integration Centres, Social Integration Clubs). The data show that about 37% people after the completion of classes 

at Social Integration Centres, Social Integration Clubs and Occupational Therapy Workshops took up work outside 

these entities(43.1% participants of Social Integration Centres; 23.2% participants of Occupational Therapy 

Workshops  and 26.2% employed in Vocational Development Centres )( The resolution amending the National 

Programme for the Development of Social Economy, 2019). 

Other entities of social economy comprise the institutions operating within the sphere of public benefit (e.g. associations, 

foundations, NGOs, church organisations)and in the economy sphere  (non-profit companies and work co-operatives),which 

pursue widely defined social objectives, yet, they are aimed at reintegration to a lesser degree. According to the data from 

the Main Statistical Office (GUS) from 2016, the sector of the social economy was made up in Poland by almost 94 thousand 

entities employing more than 340 thousand members of the working staff (Table 1). 

Table 1:  The number of active entities of social and solidarity economy in Poland and their level of employment 

 

No.  

Entities of social and solidarity economy 

The number of 

active entities in 

thousands. 

The number of working staff 

employed in thousands as of 

13.12.2016  

1. Total – lines  (7+11+12+18) 93.9 344.7 

2. Associations and similar social organisations  73.4 85.4 

3. Foundations 13.6 28.3 

4. Social entities connected with religious institutions  1.9 40.4 

5. Economic self-government  0.8 2.7 

6. Farmers’ co-operatives  1.2 0.2 

7. NGOs total  90.9 157 

8. Work co-operatives  0.5 16 

9. Co-operatives associating blind persons and persons 

with disabilities  

0.2 17.3 

10. Social co-operatives  0.9 4.2 

11. Co-operatives – total  1.6 37.5 

12. Supported employment enterprises (without co-

operatives)  

1,0 147.5 

13. Social Integration Centres  0.2 1.2 

14. Social Integration Clubs  0.2 No data available  

15. Vocational Development Centres  0.1 1.5 

16. Occupational Therapy Workshops  0.7 9.9 

17. Integration entities – in total  1.2 12.6 

18. Including those run by local governments  0.4 2.7 

 
Source: National Programme for the Development of Social Economy by 2023. Social Solidarity Economy  (Polish Monitor from 2019, 

item 214), The Ministry of Labour, Family and Social Policy, Warsaw 2029, p. 12, https://archiwum.mpips.gov.pl/ekonomia-spoleczna-i-

solidarna/  (access  10.11.2020)) 

 

The most number of people was employed by supported employment co-operatives and other entities having the status of 

various co-operatives which, with regards to the organisational and legal form, had more stable economic situation; also 

larger groups of people were employed by associations and similar social situations. Both the number of social economy 

entities and their structure, in the following years were undergoing transformations which mostly concerned the entities 

meeting the criteria of a social enterprise. In 2018, the number of social economy entities was more than  100 thousand, 

including 85 thousand NGOs, 1500 social co-operatives and 1200 reintegration entities. In Poland there were active 88.1 

thousand registered non-profit organisations (i.e. associations and similar social organisations having a legal personality, 

foundations, and entities connected with religious institutions and the organisations of economic and professional self-

government), among which the largest group was made up by associations and similar social organisations (79.1 thousand; 

78.4%), followed by foundations  (14.5 thousand.; 16,5%). One out of ten studied entities had the status of public benefit 

organisation  (9.3 thousand). Between 2010 and  2018 their number was increased by 10%; the number of full-term 

workplaces was 141.4 thousand, making up 1.3% of the average employment in the national economy 

(https://stat.gov.pl/obszary-tematyczne/gospodarka-spoleczna-wolontariat/gospodarka-spoleczna-trzeci-sekW). 

 

It is estimated that social economy entities made up around 10% of the total European enterprises which, in absolute numbers, 

gives 2 million of social enterprises. With regards to the relatively high potential of creating work places, these enterprises 
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employed about 6% of the total number of the employed staff  in the European Union, i.e. about  11 million people 

(Wygnański, 2009) (Table 2). 

 

Table 2:  Estimated number of social enterprises in European Union 

 

Country Year 

Estimated number 

of SEs 

Number of SEs per 

million inhabitants 

Estimated number of 

employees 

Austria 2015 Approx. 1,535 Approx. 174 N.A. 

Belgium 2017 18,004 1530 572,914 

Croatia 2018 526 128 N.A. 

Cyprus 2017 190 22 N.A. 

Czech Republic 2018 3,773 356 N.A. 

Denmark 2018 411 71 N.A. 

Estonia 2016 121 92 1,603 

Finland 2018 1,181 214 Approx.   52500 

France 2015-2017 Approx.96,603 1,414 >1,187.249 

Germany 2017 77.459 936 N.A. 

Greece 2019 1,148 107 N.a. 

Hungary 2016 15.855 1,621 72,642 

Ireland 2009 3,376 699 >25000 

Italy 2017 102,461 1,694 894,800 

Latvia 2018 Approx. 200 Approx.103 N.A. 

Lithuania 2016-2017 3,476 1,237 N.A. 

Luxembourg 2017-2018 928 1,546 24,055 

Malta 2018 31-62 65-130 N.A 

Netherlands 2015-2016 5,000-6,000 290-350 65,000-80,000 

Poland 2016-2019 29,535 768 428,7 

Portugal 2013 7,938 771 145,734 

Romania 2015-2017 6,317 323 17,117 

Slovakia 2014 3,737 687 N.A. 

Slovenia 2017 1,393 674 15,063 

Spain 2017 9,680 208 >91,500 

Sweden 2009-2016 Approx.3000 Approx. 296 N.A. 

United Kingdom 2007-2017 30,753 464 353,357 

Source: Own study based on the Report "Social Enterprises and their ecosystem in Europe", European Commission 2020, p. 106 - 107. 

 

The table contains the data concerning the number of social enterprises (according to the extensive definition applied by the 

European Commission, which significantly differs from the statutory regulation applied in Poland and from the requirements 

which social enterprises should meet) and the employment in social enterprises in the European Union (European 

Commission, 2020). Given the data of the European Commission (Table 3), in Poland, in 2016 – 2019, the sector of social 

economy comprised 29 535 entities (768 social enterprises per one million inhabitants), in which 428 700 people were 

employed. With regards to the number of social enterprises, Poland, with the number of 29539, ranked after Italy, France 

Great Britain and Germany. Once the number of social enterprises of 768 is juxtaposed against one million inhabitants, 

Poland ranked after such countries as Portugal, Belgium, Germany and Italy.  

In 2016-2019, the number of social enterprises in Poland (the social economy entities which had a verified status of a social 

enterprise, which, as it was stressed above, means a much narrower group of recipients than according to the definition 

applied by the European Commission) was growing:  in 2016 it was 880, in 2017 –  980, whist in 2018 – 1086 

(https://www.ekonomiaspoleczna.gov.pl ). At the end of 2019, according to the data of the Department of Social and 
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Solidarity Economy within the Ministry of Family, Labour and Social Policy, in Poland, there were 1153 social enterprises 

in which 9016 people were employed (7.82 persons per one enterprise). Within this number, 23.36% of the employees had 

disabilities (2106 persons), which means, that, on average, in one enterprise two disabled workers were employed. In July 

of 2020, the number of social enterprises was decreased to 1102, which was undoubtedly the outcome of the pandemic’s 

effect on the enterprises operating within gastronomy, culture, hotel industry, tourism and many services. It must be stressed 

that in order to have status of a social enterprise, these entities had to meet a number of criteria mentioned above, among 

others – at least 30% staff had to comprise persons belonging to the group at risk of social exclusion. A definite majority out 

of these 1102 social enterprises was made up by social co-operatives (49.9%), which, according to the binding legal 

regulations had to employ at least 5 people. The remaining legal forms of social enterprises could employ a smaller number 

of workers than social enterprises – 3 people. In July 2020, their per cent share was as follows: foundations made up 

20.8%social enterprises, non-profit companies (20.7%), associations (.8,2%). Moreover, the group of social enterprises, 

comprised also 2 legal persons connected with religious institutions, 2 associations of societies and 1 co-operative of blind 

persons and persons with disabilities.  

The specifics of employment in the social economy entities in Poland  

In social economy, the most important role is played by people – on the one hand those in need of “support”, whilst on the 

other – those willing to help, taking up work in many social economy entities, with their determination, competencies and 

skills. The profit of these entities as such is not an end in itself – it is meant first of all to serve those who need help, including 

the support for employment and integration of the people at risk of social exclusion, people with disabilities and unemployed, 

as well as to finance significant social objectives. Some special role is played by the activities for employment, creation of 

new workplaces and reintegration, creating appropriate conditions for the people who, for many objective reasons, such as 

for instance disability, have been excluded from social and professional life. 

This brings up the demand for the work of people employed with high and diversified qualifications, skills and competencies. 

In their opinion, this is not merely a struggle against widely understood exclusion and also for social and occupational 

reintegration, but first and foremost, “the creation of high-quality workplaces, adapted to the needs of workers at risk of 

social exclusion, and also allowing them to gain empowerment in financial sphere and effect on the development of an 

enterprise” (National Programme for the Development of Social Economy by 2023,  2019, p.44). 

Therefore, it is necessary to have an empowering approach towards the working staff, including them into the decision-

making processes, and also to restore their belief in the efficiency of self-development, ability to change the social role from 

the “care-recipient” into the person providing care for others in need.  

Motivating the employed staff to take up and to perform work with excluded persons or persons with disabilities and to gain 

new skills with regards to co-operation with such people has  special significance. The reality of the employment in social 

enterprises is in reality far from these requirements, as the working staff frequently do not have a sense of stability of their 

employment, feeling the pressure of necessity to react quickly to the occurring problems, they are also underpaid and devoid 

of any chances for promotion and development of their professional, frequently working in the conditions of the shortage of 

physical and financial resources (Bogacz-Wojtanowska, 2005; Almond, Kendall, 2000).The specifics of social enterprises 

and work in them results in the fact that flexible employment system, part-time employment or overtime work apart from 

full-time job of many workers are often used. The human resources of social economy entities, therefore, comprises: 

• Full-time staff, whose share in the entire employment system in a given entity is subject to appropriate legal 

regulations. They are employed pursuant to contracts of employment and provide for the continuity and stability of 

this entity. Given the available research results, full times staff of such enterprises includes mostly women and 

persons with disabilities, young persons (below 18 years of age) (Organizacje non-profit jako podmioty ekonomii 

społecznej w 2017 roku, 2020), old-age pensioneers (Nałęcz, 2008) and people with high education (Gumowska,  

Herbst,  Radecki, 2008). 

• Non full-time staff, whose employment is the outcome of specific organisational needs or the financial situation of 

an enterprise (e.g. therapists, doctors, physical therapists), and the possibilities of reintegrated persons. 

A definite majority of staff receives remuneration – this group comprises first of all the persons at risk of social exclusion. 

The employment structure is different in each entity (this results, among others from the regulations), so the share of excluded 

and reintegrated persons in the total number of the working staff is diversified. The level of remuneration all working staff 

is low in relation to the remunerations in enterprises which are strictly business-oriented, especially because some of them 

are subject to legal regulations concerning the remuneration level. Therefore, the salaries in social enterprises do not make a 

tool of the motivation system – the main motivation of the persons working for a social enterprise within its various 

organisational forms is the social value and the willingness to help people in need. In many cases this is insufficient. There 
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is, however, a belief that the full-time staff make up an important element protecting both the operating activity and the long-

term development on the basis of economic values (Nguyen, Lee, Hu, 2019). 

A large group among the social enterprise staff is made by the people who are not remunerated for their work 

(volunteers).Their engagement in work in social enterprises is the outcome of the need to economise with regards to personnel 

costs and shortage of staff. In the light of the legal act, a  volunteer is a “natural person who willingly and without 

remuneration provides services pursuant to the principles specified in the legal act”2. The legislation, however, limited the 

employment based on voluntary work to a non-economic sphere of the entities performing socially significant activity. In 

particular, this concerns the activity specified in article 2 section 2 – social and occupational integration and in article 2 

section3 – social and educational and cultural activity for its members and local community (The Act  of 24th April 2003, on 

public interest activity and volunteerism) (The Act  of 24th April 2003, on public interest activity and volunteerism ). 

Volunteerism affects the work organisation within an entity as, on the one hand, the volunteers provide the added value and 

work for the organisation, whilst, on the other,  it is difficult to impose pro-effective requirements on them. 

In the first quarter of 2016, 8.5% people at the age of 15 years or more were engaged in volunteerism in various organisations 

and institutions.  When the aggregate work of these persons is recalculated, on an annual scale it may be compared to the 

working time of 152.6 thousand full-time workers. The activity of volunteers concentrated most often in associations, similar 

social organisations and foundations, and, secondly, in religious communities and organisations (https://stat.gov.pl/obszary-

tematyczne/gospodarka-spoleczna-wolontariat/wolontariat-i-praca-niezarobkowa, 2021). 

 

A significant problem in the employment in social economy entities is the staff fluctuation, which, to a large degree depends 

on the specifics of the branch of industry in which a given company operates. For some types of activity, the fluctuation of 

staff is natural, even on the level of 80%, whilst for others, even up to 20% fluctuation makes up a large barrier in operation. 

According to the available data, the smallest fluctuation among social enterprises in  2019 was present among social co-

operatives which employed the most people (including more than 50% persons at risk of social exclusion) (Szymańska,  

Wolski, 2019). This is the outcome of their stronger “foundation” within the market, as more than one half of them had been 

operating longer than 5 years and, also, it was the result of their sources of financing.  Moreover, a significant part of them 

were set up by legal persons (NGOs and municipalities),which facilitates a better management of human resources in 

comparison with other social enterprises. The largest rate of fluctuation, in turn, (76.6%) was characteristic of non-profit 

companies with a low employment potential and this even put their operation at risk. This personnel instability (high 

fluctuation) may be the outcome of the fact that these companies have been operating for less than two years and, in many 

cases, lack financial stability. A relatively better human resources situation of the companies set up by NGOs in comparison 

with those set up by an individual must be stressed here. The intensification of the personnel situation is influenced by the 

labour market condition, the specifics of a branch and the features of the work to be performed. The research shows that a 

high fluctuation in non-profit companies is a feature of sales staff, workers employed in agriculture and gastronomy (the 

latter two with regards to the seasonal character of the work) (Szymańska,  Wolski, 2019). 

Social enterprises also face internal limitations of development and employment, including the shortage of staff, too low pro-

business orientation, the lack of management and organisational  skills, and too low business and managerial competencies 

of the staff. This all translates into the process of creating new entities and their survival in the market situation. In social 

enterprises, a special importance belongs to the staff who play a decisive role in the survival of a given entity, its activity, 

and usefulness for solving social problems and economic results. The lack of economic surplus (profit) sometimes marks the 

onset of troubles in many social enterprises which previously had good perspectives. The weakness of managerial processes 

in social enterprises reflected in significant shortage of the staff in highly qualified in management and organisation is 

regarded as a significant barrier in many studied European countries. The reasons for such situations are seen especially in 

high employment costs of such people in comparison with the financial possibilities of the social economy sector in such 

countries as: Belgium, Bulgaria, Croatia, Greece, Ireland, Italy, Latvia, the Netherlands, Poland, Slovenia, Sweden and Great 

Britain. The downside of the development of social enterprises resulted in the lack of competencies with regards to strategic 

planning of the business, market evaluation, the abilities to manage the risk, stressed especially in Ireland or the lack of 

appropriate market research or business models or the operating branch as it is the case of Slovenia (European Commission, 

2015, p.100).Similar drawbacks with regards to the development of enterprises are present also in Poland, yet the studies 

show that social entrepreneurs are not inhibited by the market barriers and are motivated by the social and personal needs in 

solving significant social problems(health-related, professional and financial) (Pacut, 2020). 

 

Conclusions  

Social economy entities operating in Poland, are characterised by a significant diversification with respect to legal and 

organisational forms, as they operate in a form of either co-operatives of individuals or legal persons, social co-operatives, 

 

2  
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foundations, associations, Social Integration Clubs and Centres, supported employment enterprises, vocational development 

centres. Not all of them meet the criteria and requirements of the social enterprise status, concerning, among others, carrying 

out commercial activity, paid public benefit activity and educational activity, and activity for social and occupational 

integration of the persons with employment disadvantage, or providing social services for local community, employment of 

at least 50% working staff from the groups at risk of poverty or social exclusion (including persons with disabilities or 

unemployed) or 30% persons with moderate or significant degree of disability and many others. However, their common 

denominator is the priority of social objectives over economic ones, activity for occupational and social integration of the 

persons at risk of marginalisation, creation of new work places, providing social and public benefit services (for the general 

interest).In the fulfilment of these objectives,  the most important role is played by people – on the one hand those in need 

of “support”, whilst on the other – those willing to help, taking up work in many social economy entities, with their 

determination, competencies and skills. In the light of the available research, the employment size and structure in social 

enterprises is diversified, comprising, full time staff who receive remuneration and non-full-time staff, whose employment 

is the outcome of specific organisational needs or the financial situation of an enterprise, including the possibilities regarding 

the work provided by reintegrated persons and specific organisational needs with regards to the employment of  therapists, 

doctors, physical therapists etc.  

The level of remuneration all working staff is low in relation to the remunerations in enterprises which are strictly business-

oriented, especially because some of social economy entities are subject to legal regulations concerning the remuneration 

level. Therefore, the salaries in social enterprises do not make a tool of the motivation system – the main motivation of the 

persons working for a social enterprise within its various organisational forms is the social value and the willingness to help 

people in need. These tools are the most important, yet inadequate in social enterprises which operate in the market 

surroundings.  An important group among the social enterprise staff is made by the people who are not remunerated for their 

work (volunteers). Their engagement in work in social enterprises is the outcome of diverse motivations – they take up jobs 

wanting to devote their time and energy to the improvement of the situation of other persons in need. Their employment by 

a given entity is in turn the outcome of the need to economise with regards to personnel costs and shortage of staff. 

To sum up, financial considerations of social enterprises are, to a large degree, the cause of excessive fluctuation of the 

working staff, which often destabilises the operation of a given entity; these financial considerations lead also to the lack of 

resources for the quality improvement of the workplaces or the possibility to specify the career development for the staff. 

Flexible employment forms, providing additional work (for retired persons or young-age staff) impose some specific 

organisation and affect the work efficiency. Social enterprises also face internal limitations of development and employment, 

including shortage of staff, too low pro-business orientation, the lack of management and organisational skills, and too low 

business and managerial competencies of the staff. This all translates into the process of creating new entities and their 

survival in the market situation and thus, the increase of employment, occupational and social integration are more difficult. 

An important obstacle for the total increase of employment in contemporary social enterprises in Poland and other European 

countries is the shortage of the staff with high qualifications in management and organisation and high employment costs. 

In spite of these limitations, the number of social enterprises, which increase their employment level is continually growing 

in Poland 3. Poland, in this respect, ranks very high amongst the European Union member states. The research and analyses 

carried out in this respect allowed not only to find the answers to the research questions posed in the introduction to this 

paper, but also to verify the hypothesis that social enterprises have a positive and multi-directional influence on the level of 

employment, including the employment of the “persons with employment disadvantage and long-term unemployed” and 

increase of occupational activity. An important support here will be offered by the actions comprising “the preparation of 

the legal solutions facilitating the operational activity, mechanism of tax incentives for their development and increase of the 

activity scale”, as well as rewarding these forms of activity by means of execution of the services commissioned by the 

governmental and self-governmental administration (National Programme for the Development of Social Economy by 2023, 

2019), as promised in the National Programme for Social Economy.  

 
1 Department of Social and Solidarity Economy (DES) in the Ministry of Family, Work and Social Policy worked out the 

definition and conditions specified in the updated Guidelines (from 9th January  2018) concerning the methods of verification 

of the status of social enterprises, their potential and main aspect connected with employment. 

 
2 A legal understanding of volunteerism as a form of providing work for any entity was legalised in Poland as late as in 2003. 

The Act on public interest activity and volunteerism (the Journal of Laws of 2020 item 1057) introduced the term of a 

“volunteer” in article 2 point 3. 

 
3 In 2020, on account of the pandemic, in July, the number of social enterprises was decreased, similarly was the number of 

many other enterprises active in gastronomy, culture and hospitality. 

 

3 
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Abstract 

 
An approach, referring to the use of tools developed in the field of the management sciences (HRM), may introduce a new 
quality and perspective for designing tools and setting up effective sports teams, by building on the current knowledge of 
establishing employee teams. The effects of measuring and, as a consequence, shaping the potential inherent in athletes 
depend in some respects on the quality of management processes. This work is an attempt to present the author's method of 
measuring the individual potential of athletes to design an efficient sports team. This research perspective makes us see 
athletes from a system perspective and allows us to make conclusions about the potential of these athletes. The key term 
used in the empirical data processing, is entropy as understood by C.E. Shannon. Design/methodology/approach: The 
model presented in this work was tested on an amateur sports team (football team) in Czestochowa, Poland. Findings: In 
this work, we proposed the use of information entropy - which is a measure of the amount of information contained in 
individual competences of players. The presented method can be used to assess the competence resources at the level of a 
sports team. It allows, among others, to determine the distribution of competences in the group structure, to assess the fitness 
of the existing resource for the needs and to identify competence deficits. Practical implications: The presented concept of 
the method and at the same time a tool can support trainers in managing the composition of effective team formations. 
 

Keywords: Team Effectiveness, Sport, Physical Culture, Entropy. 

 
Introduction 

 
Today, no one questions the fact that success in interdisciplinary terms depends on the effectiveness and commitment of 
human resources. In other words, survival and development in a turbulent, variable and competitive environment requires a 
reference to the potential of total human resources (HR) (Oleksyn, 2008). This trend is visible in business, where one can 
notice a rapid development of new forms of management, which are focused on organizing work in groups (Watson, 2003), 
or even jobs dedicated exclusively to team or cooperative activities (e.g. aviation). You should also pay attention to the origin 
of the term "team", which is derived from sports terminology. In sport, the importance and value of building effective teams 
have been at the centre of attention since the dawn of time. The specificity of sports teams is in fact the prototype of teams 
in the understanding of management science. 
 
In this context, contrary to appearances, sport and business have a lot in common. Both of these areas are focused on 
achieving a clearly defined goal - victory (success) and defeating rivals. In addition, in both, sport and business, the essence 
is the appropriate selection of people who have a chance to obtain significant results in specific disciplines and who can 
effectively cooperate in given configurations. These groups of people are referred to as task teams (sports teams).  
 
Focus on the human factor is perceived as a key aspect of management, due to the possibility of using the potentials inherent 
in individuals and teams. Teams are carriers of information, stimulate creativity, and are an efficient factor for satisfactory 
results. Therefore, wanting to gain a strategic advantage, organizations are forced to increasingly exploit their human 
resources through effective configuration. At the same time, organizations recognize the advantages of synergy, which makes 
cooperation in a team more effective than the sum of separate actions. Together, it is possible to achieve more, easier and 
more effectively and efficiently, provided that the group is coherent. The coherence of the group enables mutual assistance, 
which results in a greater effectiveness of activities, satisfaction with the participation in the group and resulting effects. 
Internally coherent groups whose members simultaneously accept position inequality are more effective and have more 
meaningful outcomes, and the belief that individual team members strengthen each other is a fundamental part of any 
definition of teamwork. “The whole is more than the sum of its components” (Gospodarek, 2012)- which can be considered 
a very important indication for the formation and functioning of teams.  
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So it is not a truism to say that most organizational problems do not result from the lack of capable and qualified staff, but 
from the way they are used / configured. Employees of the Harvard School of Business presented the results, which show 
that in successful business teams, success is not only determined by the high IQ of the individuals (their talents), but above 
all by appropriate management practices focused on generating added value resulting from the teamwork (Nonaka, 2008) . 
In sport, the added value of teamwork manifests itself in winning matches and reaching subsequent levels in football ranking. 
So for a team, to be able to innovate, and in sport for cunning and competition – there must exist a structure that will allow 
people to prove themselves. The source of advantage, especially in sport, is always man. Stimulating the transfer of personal 
knowledge to all the athletes is the primary task of the manager (trainer) (Grzybowski et al., 2005). To initiate this process 
there is a need to create appropriate relationships, conditions, environment – and most of all, a team with a non-accidental 
composition. Such a team will not be created by itself. Considerations on the functioning of sports teams require looking at 
the theoretical functioning of teams in organizations. The issue of teamwork is an important problem related to group work, 
both in organizations operating within business and others, e.g. sports organization. 

 

The essence of teamwork in management sciences 

 
A group of people working together does not always make a team. A team is a more specific concept than the concept of a 
group.  In the literature on the subject, many authors point out that the term "team" comes from games, sports (Belbin, 2008), 
where each member has a specific role to perform and specific duties to carry out. J.Katzenbach and D.Smith (2001) define 
the team as "a small group of people with complementary skills, presenting a common approach to work, a real commitment 
to activities aimed at achieving the main goal and specific goals". A team is every group of people representing a common 
approach to work, engaged in achieving common goals for which everyone feels co-responsible (Katzenbach and Smith, 
2001). So this concept is therefore associated with cooperation and effects of activities. An important feature of teams is to 
possess complementary specialist and interpersonal skills as well as competence in decision making (Aniszewska et a., 2007). 
Of course, individual skills define the usefulness of a person in business and sports situations, but the relationships between 
members are the source of the team's strength (Belbin, 2010). 
 
In this context, the selection of team members is of key importance, as indicated by M. Belbin (2010), who mentions it 
alongside such team features as: greatness and leadership. It is also worth citing the concept of S. Robbins, who defines a 
team as a community in which there is a positive synergy effect, which means that the team generates a synergy effect, where 
the result of the team’s work is greater than the contributions of individual members. The consequence of positive synergy 
is the tendency of the organization to promote teamwork and allow to generate higher efficiency. The positive synergy effect 
is a prerequisite for the existence of the team (Robbins, 1998). So if a given group of people from whom we are trying to set 
up a team does not achieve the synergy effect, then it is not a team. This assumption is fundamental to defining a team 
because at the heart of the definition is team’s effectiveness. Properly configured teams, as a rule, must therefore achieve 
higher results than group members. Hence the growing popularity of teams and their use in organizations with various 
profiles. 
 
The approach which is focused on organizing teamwork is based on viewing the organization as a system with particular 
emphasis on HRM (human resources) as the primary subsystem in the whole organization (Piotrowski, 2006). In this context, 
it is important to properly reallocate (dynamic system) team members. This reallocation should be understood as all actions 
oriented each time to achieve the most favorable positioning of team members (assigning them appropriate roles) in the chain 
of value creation, i.e. placing them where they can bring the greatest added value (Lipka 2005). It is assumed that not in 
every system (configuration) a team member has the opportunity to reveal all their skills, abilities and experience. In this 
sense, reallocation is not a one-off activity, but a permanent task of the management. The original allocation is the effect of 
selection. However, secondary allocations are already the result of reconfiguration of the composition of the teams (Lipka, 
2005). 

 
It is also worth to pay attention to the importance of group structure. On the one hand, we observe that organizations are 
more and more interested in valuable employees, especially their high potential, on the other hand, it is not possible to have 
human resources composed of outstanding employees, the so-called "Stars". This is primarily due to demographic and 
statistical constraints, but, ignoring this issue, it should be realized that even a symphony orchestra composed of soloists will 
never achieve the proper sound. The high potential of individual musicians is not everything, it is just a starting point. An 
example confirming this hypothesis is Real Madrid Club de Futbol, a team in which the best and the most expensive players 
in the world play.  
 
Real Madrid Club de Futbol is a Spanish sports club which exists since 1902 (RealMadrid.pl, 2010). Since 1931 Real Madrid 
has also a titled basketball team with the best and most expensive players in the world (Balague, 2013). According to the 
Deloitte ranking, Real Madrid is the richest football club in the world (Blitz, 2010). In July 2001, Z. Zidane became the new 
most expensive player in the world - Real Madrid payed Juventus $ 64.5 million for his transfer (Blitz, 2010). A transfer 
strategy named after Zidane, is based on bringing together only players famous and presenting great skills (so called 
"Galactic" players) . Initially, this tactic brought measurable results (Blitz, 2011), but as history has shown, these were not 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

456



successes that could be expected of the legendary team, because the clubs were "buying" players, without taking into account 
their potential suitability for the team. Importantly, the trainer does not participate in setting up the team. He only gets the 
requirements - win all titles. Of course, it would be best if the transfers were combined with the game's philosophy, if they 
were to bringing players who do not have to be payed record sums for, but instead such ones, who will be of great value to 
the team. But this is not how this works in Real Madrid. The club's defeats reveal the deficiencies of this team. In conclusion, 
one may be tempted to say that, although Real Madrid undoubtedly has at its disposal the best players in the world, it does 
not possess an absolute advantage in achieving sports success.  
 
Another interesting example is the representation of Greece in football, which at Euro 2004 on the fields of Portugal did not 
compete as a favorite, but won the European championship. Importantly, at that time the team was considered a football 
weakling. The effective play of the Greeks meant that although their play was not very impressive, they were able to win the 
rivals above - France (defenders of the title), the Czech Republic and Portugal twice (Hughes et al., 2001). The coach of the 
Greek representation - Otto Rehhagel went down in history as Rehakles I, king of Europe (Nowak, 2004). The cited example 
confirms the known truth that if team action is efficient, the group can achieve great success, even if individual members are 
not top-class players. 
 

The essence of configuring effective sports teams 
  
When starting to consider the effectiveness of sports teams, it is worth looking at the concept of effectiveness in management 
sciences. The effective performance of an organization is measured by its ability to obtain resources needed to achieve its 
goals. Therefore, it becomes crucial to consider effectiveness also in terms of acquiring resources (appropriate team 
members) (Pedersen et al., 2011). In this context, effective operation is one of the key issues in the organizational 
management. Through such activities, organizations achieve their goals in a way that allows them to gain an advantage over 
rivals (competitors), through minimizing expenses, they maximize profits. On the other hand, T. Pszczołowski (1978) defines 
efficiency as a positive feature of actions which give a positively assessed result, regardless of whether this result was 
intended (efficient and effective action) or unintentional (effective action). In the definition of Pszczołowski, unintended 
positive effects are important, implying the possibility of perceiving activities as effective, even if the assumed goals are not 
achieved. Such an approach is adequate to sport as an activity in which achieving the intended goals is often more difficult 
than in business. This is because in sports an important factor is chance and high unpredictability of matches. Both of these 
factors strongly influence the achievement of the set goals. For these considerations, it is also important to distinguish 
between efficient and effective action. Effectiveness should be understood as both efficient (ability to act properly) and 
effective (taking appropriate actions leading to the expected results) action. 
 
As it was shown above - effectiveness of action is one of the conditions for calling a group of people a team. It is a team’s 
ability to generate a positive synergy effect. The aforementioned synergy phenomenon in team sports is the effect of mutual 
dependence, which are based on the athletes' actions and their combinations implemented in the game. This relationship is 
absolute or relative, and also affects the effectiveness of team play to a variable extent. As a consequence, athletes' activity 
is mutually or unilaterally dependent. The degree of mutual dependence of athletes results from combinations enabling 
achievement of game goals and is determined by the scope of synchronization and coordination of activities. In turn, the 
degree of unilateral dependence is the effect of both, the activities of individual athletes, and a combination of all their actions 
to achieve the goals of the game. It is important to subordinate the synchronization and coordination of players' activities to 
the actions that allow the implementation of these actions (Panfil, 2017).  
 
A sports team is a whole that goes beyond its constituent parts, i.e. athletes considered in mutual isolation. Therefore, 
concluding about the efficiency of the entire sports team requires an approach focused on treating the team of players as a 
dynamic system. To analyze this system it is necessary to take into account the influences and social relations between 
players that condition the synergy effect. On the other hand, in both sports practice and research, player performance analysis 
is limited to individual assessments, bypassing attempts to quantify the team context (Panfil, 2000). As a result, team 
effectiveness is treated as a set of individual effectiveness obtained by individual players, and not as a team of interdependent 
effectiveness manifested in combinations, variants or settings (Panfil, 2015). The assessments obtained in this way are not 
objective, because they do not take into account the interaction of players, i.e. influences and relationships that significantly 
determine the effectiveness of cooperation. The effective cohesion between team members should be a result of cooperation 
(Opute, 2012). Cohesion is the degree of attraction of members to each other and the team ( Beebe and Masterson, 2000; 
Bollen and Hoyle, 1990). The need to shape this effect is also supported by Friedley and Manchester (2005) .To sum up, 
research on the effectiveness of sports teams requires an appropriate combination of knowledge concerning both the 
management of employee teams and the specificity of sport as a field of human activity. Sport as an area of human activity 
is increasingly explored in scientific research including the management sciences. 
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Entropy in configuring sports teams 

 
This work proposes the use of information entropy and the research on it, in the context of the effective configuration of 
sports teams or formations, with a forecast of the ability to achieve a synergy effect.  
 
The term "entropy" in information theory was borrowed from physics, where it means a measure of the disorder in the 
physical system. The state of equilibrium with maximum entropy is the most, while the state with the lowest entropy the 
least probable state.  In the modern information theory, the concept of information appears on a par with the concept of 
entropy. Just as entropy is a measure of disorganization, so the information transmitted through a set of signals is a measure 
of organization (organization) (Unold, 2004). In this approach, entropy is treated as a measure of information carried by the 
message and determines the degree of information indeterminacy of the system. Because the message is not known to the 
recipient before it is emitted by the source, it is treated as a random value. Informational entropy is a measure of uncertainty 
as to what will happen in the future and is equal to the average amount of information per message. C. Shannon's main 
achievement was to provide a measure of the amount of information in a given message. He stated that the measure of the 
amount of information is the number of possible messages and their probabilities, not their content and meaning. Information 
theory does not deal with what information is, but is focused on measuring its quantity. Thus entropy, due to its relationship 
with information, is of great importance in the modern world. Our life is after all continuous sending, receiving, organizing, 
collecting, processing various messages and information contained in them. Starting from the concept of entropy, C. E. 
Shannon strictly defined the amount of information. It is precisely the loss of indeterminacy, the increase in our predictability 
(Barkley and Rosser, 2010). In other words, the increase in the amount of information is equal to the loss of entropy. 
Mathematically, entropy can be expressed using the following formula (Mitzenmacher and Upfal, 2009): 

(1)  

 
where: 

 

H- entropy 

 

pi - probability specified on the given set {1, ..., n} 
 
This formula expresses, according to the formulation of C. Shannon himself, the entropy of the probability distribution (p1, 
p2, p3 ... ..pn), specified on the set {1, ..., n}. It defines in terms of value the "amount of information" (choice, indeterminacy). 
From this formula it follows that H = 0 if and only if one of the probabilities equals one, i.e. when all other probabilities are 
zero. This is a state of certainty. If we assume that from a set of events that may occur with a certain probability, one actually 
occurred, then the uncertainty is brought to zero, which according to Shannon's formulation qualifies the value of H as "a 
reasonable quantitative measure of choice, i.e. a measure of information” (Mitzenmacher and Upfal, 2009). Even this brief 
introduction allows to notice that entropy can be a good tool for calculating complex social systems, characterized by a high 
degree of complexity and chaotic changes (Adhikari et al., 2020). It is a part of an interdisciplinary approach, allowing to 
analyze research problems from a new perspective. In connection with the above, entropy most closely corresponds to the 
requirements of the description of a complex team context in assessing the effectiveness of team play in sport. Choosing a 
player who does not fit in with the team's strategy affects the formation of the team and can have a negative impact on its 
performance (Adhikari et al., 2020). 

 

Entropy research as a guideline for setting up effective sports teams 

 
The research model was developed based on a set of selected traits of a good athlete proposed by Gould, D., Dieffenbach, 
and K., Moffett (2002). The authors of the model tested 10 American Olympic champions, who jointly won 32 medals, 
including 28 gold. Each of these champions took part in at least one Olympic Games between 1976 and 1998. The subjects 
were representatives of various sports disciplines, including hockey and swimming. Based on the obtained data, 11 common 
features for outstanding players were identified (ability to control and deal with anxiety; self-confidence; hope; flexibility in 
adapting to the requirements of the situation; ability to concentrate and block distractors; competition; diligence; ability to 
determine and achieving goals; optimism; internal motivation; trainability). In this study, a spreadsheet containing 10 features 
according to the model Gould et al. was applied. The model has been tested in real conditions on an amateur football team. 
Presented here empirical data indicate how to design a 3-person formation (defense formation) out of 16 players who are at 
the coach's disposal.  
 
A starting point for the described process is the preparation of a reference model. The reference models used in this research 
were developed based on the real data which included the characteristics of players, obtained through multilateral direct 
interviews and from the trainer's knowledge. Below is an example reference model, presented in a tabular form. The 
individual preferred features are placed in the rows, and the scoring limits for these features, specified by the trainer, are 
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given in the columns. Preparation of a reference model is a condition for the effective design of sport teams. Such a model 
contains minimum requirements for the intensity of the desired qualities of a "good athlete", expressed on a scale of 1 to 5. 
The reference model is a kind of a reference point.  
 

Table 2:  Features of a good athlete by Gould, D., Dieffenbach, and K., Moffett A. 

 
 

Source: Author's own elaboration 

 
Imprint: 

Player numer 1 2 3 4 5 … 14 15 16 

Player code 2 6 5 7 11 … 37 38 44 

Source: Author's own elaboration 

 

Table 3: Matrix of average values of preferred features in the athletes 

 

Number of features 

Player number 

Avg. 
arytm. 

 [ x ] 

1 2 3 … 16  

1 3,43 2,86 2,00 … 3,71 2,741 

2 3,00 2,33 2,00 … 4,00 2,521 

3 3,60 2,00 3,00 … 3,80 2,875 

4 3,50 2,67 3,00 …. 3,67 2,990 

5 2,50 2,50 1,50 …. 4,00 2,688 

6 3,50 2,50 3,50 …. 3,25 2,938 

7 4,00 2,33 4,00 … 4,00 3,354 

8 4,00 1,67 3,67 … 4,00 3,271 

9 4,33 1,67 4,00 … 3,67 3,104 

10 4,00 3,60 2,80 … 3,80 3,038 

Source: Author's own elaboration 

 
In this work, macrodefinitions were used to create all combinations of selection of players for a given formation. The use of 
macrodefinition is based on the principle of a filter, thanks to which it is possible to analyze teams within the range of a fit, 
which is satisfactory in terms of the trainer's requirements. In this part, 5 randomly selected combinations of 3-person team 
will be presented. This team consists of a combination of employees with codes: 6; 5; 7 (according to the metric), for whom 
the following parameters were determined for each competence: arithmetic average, inequality indicator and the fit of each 
competence to the reference model, which was calculated based on the Euclidean standard expressing the normalized value 
of the total competence. 
 
 
 
 
 
 

No. Features of a good athlete by D.Gould scale 1-5 

1 Ability to control and deal with anxiety 3 

2 Confidence 2 

3 Hope 1 

4 Flexibility in adapting to the requirements of the situation 3 

5 Ability to concentrate and block distractions 3 

6  Competition / focus on victory 2 

7 Diligence 2 

8 Ability to set and achieve goals 2 

9 Optimism 1 

10 Internal motivation 3 
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Table 4:  Determination of the team / formation matching index No. 1. 

 

Avg. 
arytm. 

 [ x ] 

Combination of 

players:  

 

           6;5’7 

Probability 

[p] 

1 2 3 

2,762 2,857 2,000 3,429 0,345 0,241 0,414 

2,556 2,333 2,000 3,333 0,304 0,261 0,435 

2,733 2,000 3,000 3,200 0,244 0,366 0,390 

3,167 2,667 3,000 3,833 0,281 0,316 0,404 

2,167 2,500 1,500 2,500 0,385 0,231 0,385 

3,167 2,500 3,500 3,500 0,263 0,368 0,368 

3,444 2,333 4,000 4,000 0,226 0,387 0,387 

3,000 1,667 3,667 3,667 0,185 0,407 0,407 

3,111 1,667 4,000 3,667 0,179 0,429 0,393 

3,400 3,600 2,800 3,800 0,353 0,275 0,373 

Source: Author's own elaboration 

 
TABLE 4: Continued 

 

Entropy 

[H] 

 

Uneven

ness 

factor 

 

 

Corrected 

values of 

players 

features 

 

Degree of 

matching    

[%] 

 

Euclide

an 

norm  
4 5 

 

[1x5] 

0,367 0,343 0,365 0,979 2,703 -9,885 7,309 

0,362 0,351 0,362 0,978 2,500 24,999 6,250 

0,344 0,368 0,367 0,982 2,685 168,511 7,210 

0,357 0,364 0,366 0,989 3,133 4,424 9,814 

0,368 0,338 0,368 0,977 2,117 -29,436 4,481 

0,351 0,368 0,368 0,989 3,133 56,670 9,818 

0,336 0,367 0,367 0,975 3,357 67,861 11,271 

0,312 0,366 0,366 0,950 2,851 42,537 8,127 

0,308 0,363 0,367 0,945 2,939 193,894 8,637 

0,368 0,355 0,368 0,992 3,374 12,476 11,386 

Source: Author's own elaboration 

 

 

Based on the formula           (2) 
  

�������. = �� ��
�

��    
 
 
 
we obtained a team matching index of 1 at the level of 24.95%. This means that the team's efficiency (using its 
competence potential) is about 25%. The considered indicator was calculated based on the formula: 
 

(3) 
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  ����� ��������� = ��������� ���� − ��������� ��������� ������������� ��������� ���� × �  % 

  
where the Euclidean norm is the square of the corrected value of competences 

 
An indicator value of 100% would mean that the actual level of the diagnosed team (formation) coincides with the value of 
the reference model 
 

 
 

Graph. 1. Graphic presentation of the assembly (formation) No. 1. 
 

 

Source: Author's own elaboration 

 

 
 

Graph 2. Synthetic summary of results for Formation No. 1 

 
source: Author's own elaboration 

 
Analyzing obtained data, it seems reasonable to conclude that training plans for sports teams may not affect the leveling of 
gaps in the preferred characteristics. The trainings are usually addressed to individuals, not to the team. Lack of a tool to 
diagnose their distribution in the team results in a waste of funds allocated for this purpose. Everyone is trained in similarly, 
regardless of whether new skills are really necessary for everyone. This is due to the lack of reference to the distribution of 
group characteristics. As shown by conducted research (and not only), the distribution of competence gaps, unsatisfactory 
level of individual characteristics of the group is often completely different than their distribution in the individual. So the 
question arises whether a given sports team (formation) as a whole is able to overcome these deficits. 
 
Based on the presented model, it is necessary to consider the adopted set of measures that allow to assess the effectiveness 
of the implementation of tasks set for the team. Limiting the assessment only to the sports performance seems to be a great 
simplification, however, its key importance should be emphasized. The result achieved in sports competitions is theoretically 
the most measurable way to assess the effectiveness of a sports team. In the analyzed case, the indicated configuration of the 
defence team - players 5-6-7, confirmed their sports fitness. Successive results achieved in sports competitions in such a 
system were as follows: 3:1; 5:2; 4:3: 6:4; 7:3; 4:4; 4:1; 5:1. 
 

Conclusion 

 
Setting up sports teams by means of research on the entropy can significantly facilitate the process of determining the optimal 
composition of players in individual formations. The essence of the method is to treat the intensity of individual 
characteristics assigned to players as a "portion of information", which is their contribution to the team's total potential. Thus, 
the intuitive design of sports teams may resemble lotto-game, where the probability of winning is low due to the horrendously 
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high number of possible combinations (e.g. 6 out of 48). Therefore, you cannot expect a trainer to work to his best if he does 
not have the right tools. Player fluctuations should also be considered, which in a way forces a procedural approach.  
From the mathematical point of view, the process of designing a sports teams leads to the use of its competitive potential 
and the release of reserve energy, leading to synergy. Optimal use of this potential is the easiest and cheapest way to succeed 
in sport. Based on and intuitive selection of athletes one will most likely achieve a team composition which does not fit the 
requirements. This can lead to a number of negative consequences. Athletes who use their potential to a minimal extent may 
get frustrated. This frustration in turn may lead to "decomposition" of a given system (team) and, as a result, accelerate its 
life cycle.  
 
In the management of sports teams, the problem of making coaching decisions is still insufficiently researched, both 
theoretically and empirically. The problem is largely developed from a psychological perspective (Maydokina et al., 2018). 
Research into the application of mathematical methods in decision-making processes of coaching staff would be very 
valuable  (Koliada et al., 2019; Evans, 2015; Isaev et al., 2015). 
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Abstract 

The paper examines main stages of the implementation of strategic planning methods in the Russian Federation to the 
municipal management practice.  
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Introduction 

The active implementation of a strategic approach to the practice of the public and municipal management in the Russian 
Federation relates to the latter half of the 1990s. In this period, the refusal from the centralized planning required searching 
for new methods and tools of management in the field of socioeconomic and spatial development of the territories. The 
methods of strategic management and planning that became common in the 1980s in the USA (Eadie 1983) and then in 
Great Britain, Australia, Canada and elsewhere (Bryson 2018), looked especially attractive and demonstrated high 
efficiency there, including at the level of cities (Valickas et al. 2017; and Rylkova, 2017). 

Results and Discussion 

The sequence of the strategic approach implementation to the municipal managerial practice in Russia may be divided into 
three stages. 

The first stage (late 1990s – early 2000s) is related to the preparation and beginning of the municipal reform where the 
federal legislation merely provided frameworks defining the activities of local government. Federal Law No. 131 
‘Concerning the general principles for the organization of local government in the Russian Federation’ (FZ-131) states that 
local authorities possess powers ‘to accept and arrange execution of the plans and programs for the comprehensive 
socioeconomic development of municipalities.’ This means that FZ-131, having envisaged powers for the management of 
municipalities’ development for local authorities, set no direct requirements to the application of a strategic managerial 
approach. However just at that period of time, the issue of municipal strategic management became widely debated in the 
society and methodical best practices for the generation of strategies, etc. started emerging (Zhikharevich 2011; Serova 
2013). In 1996-1997, the first municipal strategic document was accepted in Russia. It is the Strategic Plan for Saint 
Petersburg which gave an impetus to the development of strategic plans in many cities of the country (Yekaterinburg, 
Kazan, Omsk, etc.) and then in smaller settlements, including in rural localities. 

At the second stage (early 2000s - 2013), the governmental system was lined up into the top-down governance and the 
federal authority largely impacted the regional level stimulating and binding regions to the implementation of strategic 
managerial methods. This, in turn, indirectly affected the municipal level since the regional authorities in the course of 
elaborating own strategies inclined municipalities to the similar work. Further, guidelines for the generation of strategic 
documents in municipalities were also developed and administrative requirements to their form and content were set at the 
federal level.  
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Entering Federal Law No. 172 ‘Concerning strategic planning in the Russian Federation’ (FZ-172) into force in 2014 
marked a new stage of the strategic approach implementation to the municipal managerial practice. The establishment of 
common requirements to the strategic planning of the socioeconomic development at all levels of power (federal, regional 
and local ones) actually means that the state refused from ‘soft stimulation’ of the strategic approach implementation to the 
management in mid-2000s and changed over to hard administration. 

Unfortunately, the involvement of local authorities in the strategic planning system prescribed by FZ-172 presently faces 
some challenges. Firstly, inadequate financing does not allow the majority of local governments rely on own money 
sources when identifying the primary targets. The development of the strategic municipality plan rather represents ‘a 
request for attracting additional investments that requires from the developers to focus on the possibilities of attracting 
external resources available with the settlement more than to identify real demands of the population living in this territory’ 
(Roy 2015). Secondly, FZ-172 failed to address a challenge of providing executive and local authorities with primary 
statistic information on the activities of organizations without which no quality predictions are possible (Kuznetsova et al. 
2015). However, despite the indicated immaturities of the modern Russian legislation, it can be claimed that the strategic 
planning became an integral part of the municipal administration system. 

Conclusions 

The implementation of the strategic approach to the managerial practice in Russia, including in municipalities, has become 
one of the least articulated, but consequently executed tasks of federal powers since 1990s. Although, if the main tool of 
public stimulation for the implementation of strategic managerial methods at all stages was material (financial) motivation, 
a trend of applying administrative pressure has been recently emerging. 
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Abstract 

Nowadays, Food and Beverage (F&B) sector are more focused on using marketing technology in introducing their products 

and enhancing their company's image in the market. However, consumer adoption technology of product or service continues 

to be a challenge for the marketer in the market. This is because consumers are more attracted in using new technology to 

get the information and buy the product through online marketing. This main purpose of this research is to examine the use 

of innovative marketing technology in MAMEE-Double Decker (M) Bhd., Malaysia. In this case, the competitive 

environment has driven MAMEE-Double Decker (M) Sdn. Bhd. to adapt an aggressive promotional strategy to gain market 

share. This research also aims to investigate the factors influencing the adaption of Innovative Marketing Technology and 

its impact on the F&B sector in Malaysia. This study adopts qualitative methodology through in-depth interviews with the 

selected participants, hence providing insights and understanding of the complex phenomena in the company. The outcome 

of this study demonstrates that effectiveness of innovative marketing technology within business practices ensures the 

company remains sustainable and competitive. Future study, employing longitudinal approach extending to other small and 

medium enterprises would be enriching the marketing technology context. This study is important as it can be used as a 

guide for businesses in the Food and Beverage sector as nowadays innovation is one of the important solutions for companies 

to remain and succeed in increasingly competitive markets in Malaysia. 

 

Keywords: Innovative Marketing; Technology; Case Study; Consumer Acceptance. 

Introduction 

In manufacturing industry, Food and Beverage (F&B) industry have become an important part of the agro-based industry 

because the governments have focused on the national agriculture sector. This sector is commonly known by its initials as 

(F&B) and it’s primarily engaged in preparing meals, snacks, and beverages, to customer order, for immediate consumption 

on and off the premises. Besides that, the food industry in Malaysia is dominated by small and medium enterprises (SMEs). 

Nowadays, Food and Beverage (F&B) sector are more focused on using marketing technology in introducing their products 

and the company's image in the market. Innovation in marketing has taken leads to a process of change in organizations and 

their market offerings. In a market economy, innovation in marketing also can be a key weapon that marketing strategists 

use to win customers and markets, through the development of sustainable competitive advantage. The development of new 

marketing tools and methods plays an important role in the evolution of industries. In recent years, for instance, new ways 
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of gathering consumer information through innovative marketing programs and technologies have enabled firms to reach 

consumers more effectively.  

Innovative marketing technology focuses on the utilization of innovation in the market opportunity to meet customer need 

and wants through ideas, products, services and improvement in technology (O’Dwyer, 2016).  Entrepreneurs in food and 

beverage (F&B) are usually focused on trying to be innovative in marketing technology, especially concerning offering 

something in the marketplace and differentiating their company and products from the competitors. Innovative marketing in 

Food and Beverage (F&B) is wider than simply product innovation, it is not only about new product development, it is not 

necessarily very original, radical or one-off but it covers the whole spectrum of marketing activity within an enterprise.  

The  current state  of research in technology  marketing  shows that they are still limited study being conducted in the F&B 

sector in Malaysia. Currently, the problems  and challenges faced by business in Malaysia  in adopting  the innovative 

marketing technology are human capital development, access to financing, market access, infrastructure, innovation and 

technology adoption, and legal and regulatory environment.   

MAMEE-Double Decker (M) Sdn Bhd is a well established food and beverage manufacturer in Malaysia. It was founded in 

1971, and has since established itself as a household name for food and beverage serving over 50 products, including 

favourites such as MAMEE Monster snack, Mister Potato Chips, and MAMEE Chef. These products are exported to over 

100 countries around the globe, and to keep up with the high demand, production has also reached across international 

borders as well. The competitive environment has driven MAMEE-Double Decker (M) Sdn Bhd to adapt an aggressive 

promotional strategy in order to gain market share. The competitive environment is the dynamic external system where the 

MAMEE-Double Decker (M) Sdn Bhd needs to compete with another company of Food and Beverage (F&B) that sell a 

similar product in the market (Lars Noren, 2015). In this case, MAMEE-Double Decker (M) Sdn Bhd had to use various 

promotional tools including advertising and sales promotion to capture the consumer in the market. In the same time, the 

company has to make an aggressive advertising in Myanmar and China to create brand awareness to familiarize their products 

in the market because of the competitive environment that happens nowadays. The more competition in the market leads to 

more effort in innovation marketing in order to boost the growth of the business. Furthermore, the competition in the market 

also leads to more loss of profit and cost of MAMEE-Double Decker (M) Sdn Bhd Company in promotional and advertising. 

Therefore, the competitive environment has affected marketing strategy of MAMEE-Double Decker (M) Sdn Bhd to reach 

their consumer in the market. The purpose of this research is to investigate the innovative marketing technology strategy of 

MAMEE-Double Decker (M) Sdn Bhd and to examine the factors that influence the marketing technology in the company. 

Literature Reviews 

Innovation in marketing  

 

Innovation leads to a process of change in organizations and market offerings. Innovation becomes a key weapon that 

marketing strategists use to win customers in markets, through the development of sustainable competitive advantage. 

Innovation can be defined as a process of translating idea or invention into a good or services that create value and consumer 

will pay for a good product (Nagasimha Balakrishna Kanagal, 2015). The Marketing of innovation particularizes the common 

marketing concepts into the innovating process focusing on the decreasing of risks, uncertainty and optimization of resources 

(Natalia Medrano and Cristina Olarte-Pascual, 2016). Also, innovation marketing develops the marketing philosophy all 

across the innovating process from the stabilizing of the climate favourable to the arising of the ideas to develop a new 

method in marketing tools. In this case, the small business can fulfil customer wants and needs as an unquestionable goal to 

the control of the results of the innovation launching. 

Marketing has fundamentally become a technology-powered discipline and it’s leading to the rise of new kinds of marketing 

professionals (Scott Brinker, 2016).  Marketing Technology or MarTech can be defined as a technology that enables 

marketers to be more efficient or effective in reaching their audiences in the market (Rachelle Kerr, 2016). Furthermore, 

marketing technology is the blending of marketing and technology that applies to major initiatives, which are efforts and 

tools that harness technology to achieve marketing goals and objectives in the company. Besides, marketing technology can 

do by a technically skilled person who has designed and operates the technology solutions in the service of marketing to 

improve marketing strategy among entrepreneurs. In this case, entrepreneurs can understand the context of the marketing 

technology with reimagining the marketing technology tools that can practice in the market. 

Technology has changed the marketing landscape and opening up a new channel through technology tools that can help 

entrepreneurs in business (Kathleen Booth, 2016).  Moreover, technology tools can boost efficiency in collaboration and 

enhance communication within marketing teams and consumers. Marketing technology has several types that can be used in 

business especially in the Food and Beverage industry. There are types of marketing techniques that can be used in industry 

such as customer relationship management, marketing automation, and email marketing. 
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Factors Influencing Adoptions of Marketing Technology  

 

Business Environment  

 
The business environment is the external and internal factors that influence a marketing culture in the market (Jack Cadeaux 

and Adrian Ng, 2012). The business environments factor can include such as customer, competitor, suppliers, government, 

and innovation of marketing that give an impact in marketing channel in the market (Steven Lysonskiet et al., 2012). The 

business environment is flexible in nature where it keeps changing according to the innovation of technology. In addition, 

the changing of the environment in business is unpredictable and difficult to predict by entrepreneurs in future of the 

economic and social environment. On the other hand, the sociological environment has increased the consumer demand in 

the market, which is affected by consumer attitudes, customs, and cultural values (Yagoub Ali Gangi and Elfadil Timan, 

2013). In this case, the business environment has affected the marketing culture where the entrepreneurs need to be innovative 

in marketing in order to gain customer loyalty. The interaction with the business environment will lead the entrepreneurs to 

identify the areas for growth and expansion their business activities. 

Technological 

 
The rapid development of technology needs a quick reaction by businesses in order to survive in an emerging competitive 

environment and keep up with new trends and innovative services which other competitors might be offering. Technological 

is an improvement in making products or services that increase the productivity of marketing and eliminates manual 

operation in marketing (R. Glenn Richey et al., 2009). Furthermore, technological factors can give an impact on business 

such as technological investment, technological application and the effect of technology on markets.  Technological 

advancement in business affects the quality of goods and services that change the marketing culture to promote the product 

(Richard C. Leventhal and Andree Swanson, 2016). In this case, the entrepreneurs need to determine the marketing 

technology tools to use in promoting the product in online marketing in order to reach the consumer in the market (Smriti 

Chand, 2016). On the other hand, the Internet already helps the technological change in business by providing information 

about market segmentation and the company need to focus on profitable customers. Technological change can bring 

advantages and opportunities for businesses to create new technology in products and services while increasing productivity 

and reduce costs in marketing advertising. 

The Impact of Marketing Technology on Business Environment 

Impacts on the Organization 

 
Organizational must adopt new technology in marketing tools in order to compete in the market. Technology has impacted 

the organization ability to collect and organize marketing data to reach consumers and developing different types in 

advertising (Fernando et al., 2012).  

 

Through social network and search engines have made the entrepreneurs to communicate with the consumer while collecting 

data on consumer behaviour. The role of marketing professional also gives an impact in adding marketing technology in 

business by creating a new marketing role such as social media management and make a research about consumer behaviour 

(Md. Shamsul Arefin et al., 2015). Therefore, the organization in the company can maintain a channel marketing to 

communicate with the consumer and their retailer. 

Impacts on the Consumer 

 
The marketing professional has played very important role in advertising their product in online marketing. The information 

about the product or services can be access by the consumer through online marketing (Indranil Roy Chowdhury et al., 2014). 

Through Facebook advertising, and Google paid search results has an impact on consumer privacy point of view towards 

online marketing. From a privacy point of view, the consumers are exposed to more with the content of marketing through 

the advertisement in online marketing (Michal J. Carrington and Benjamin A. Neville, 2016). The information of consumer 

view is being utilized to create an innovative marketing technology advertisement. Shaping from the above literature, this 

study proposes the theoretical framework on the factor influencing innovative marketing technology strategy in Figure 2.0. 
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Theoretical Framework 

 

 

Figure 2.0:  Factors influence innovative marketing technology  

 

Research Methodology 

According to Malaysia’s SMEs Annual Report (2015/16), Food and Beverage (F&B) is the component of value-added of 

SMEs in the manufacturing sector by 21.3% increase in the year 2014 until 2015. In this case, MAMEE-Double Decker (M) 

Sdn Bhd at Melaka, Malaysia has been chosen because the company is one of the biggest Food and Beverages Company in 

Malaysia. The main objective of this research is to examine innovative marketing in Food and Beverage (F&B) where one 

company will be select to conduct the qualitative method in this industry. Several interviews were conducted on the General 

Manager Marketing, Group General Manager (Sales & Marketing), Assistant Manager Marketing, and marketing staff of 

MAMEE-Double Decker (M) Sdn Bhd. Furthermore, other interviews on relevant marketing department staffs of Tesco, 

Aeon, and Giant in Melaka were also conducted. 

Findings 

 
Marketing technology is the tool and platforms that a marketer uses effectively to increase sales and gain more profit towards 

a product that has been launch in the market. However, each company has their style of marketing techniques that can help 

them to increase sales and profit but the elements in marketing technology that they apply still the same goal, which is to 

communicate with the customer through online platform. Marketing Department of MAMEE-Double Decker (M) Sdn Bhd 

uses a marketing technology as an alternative to increasing the understanding of their consumer while strengthening their 

relationship with the retailer that become an intermediary for the Mamee product. In MAMEE-Double Decker (M) Sdn Bhd, 

General Manager Marketing is responsible to manage the marketing technologies and he will be deciding the marketing 

techniques that will be used to implement in this company.   

According to General Manager Marketing of MAMEE-Double Decker (M) Sdn Bhd stated that innovative marketing 

technology is the acceptance of technology that gives an advantage in marketing field where it leads to this department to 

achieve the company goal. Furthermore, he stated that innovative marketing technologies can help the marketer to increase 

the marketing strategy by using the current technology to become more flexible and creative to capture customer need and 

wants. Besides that, General Manager Marketing in this company stated that they use Search Engine Marketing (SEM), 

which is Search Engine Optimization (SEO) to provide more access to our customer to look up our product on the internet. 

He also mentions that Email Marketing is one of the marketing technologies that this company uses to approach their retailer 
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and consumer by sending a commercial message to them. In this era, he proposes to this company to use social media 

software and more focusing on Facebook application to reach customer more specifically.  

However, General Manager Marketing mentioned that one of the marketing technologies that this company uses in several 

years which is "Systems, Applications and Products” (SAP) ERP. This system has help MAMEE-Double Decker (M) Sdn 

Bhd Company more aggressive in the market and increases the brand name of its product in the world market. On the other 

hand, to achieve success in marketing technologies they’re a lot of obstacles to implementing this kind of strategy in the 

market. According to General Manager Marketing, obstacles to implement marketing technologies can be seen from aspect 

financial and don’t have expertise from worker to implement the technologies that this company uses. 

The researcher has also conducted an interview with one of the respectful person in MAMEE-Double Decker (M) Sdn Bhd 

which is Group General Manager (Sales & Marketing) that manage the sales in this company. He has stated that innovative 

marketing technology can create the experience and give the other people to access the experience. In addition, he agrees 

that nowadays marketing it not only about art and creativity but it’s also about programming, code and technology utilization 

and analytics. He also mention to creating interactive marketing will increasingly view as a revenue source and participates 

across the entire customer lifecycle.  

Moreover, Customer Relationship Management (CRM) has given them an advantage to managing their retailer and customer 

information and it leads them to produce the new product in the market according to demand from customer. Furthermore, 

this system helps this company to build a relationship with their retailer and create customer loyalty through the Mamee 

product in the market. Besides that, the marketing technology has given them a lot of advantage in the market which is 

helping these companies gains the competitive advantage in the market and strengthen the brand name of MAMEE-Double 

Decker (M) Sdn B 

The disadvantages of the marketing system that happen in this company have lead the marketing department of MAMEE-

Double Decker (M) Sdn Bhd to overcome the problem by providing an expertise to manage the marketing technologies. 

Besides that, they also have an SAP system that monitoring their module in this company, which is sales and distribution, 

financial accounting, and quality management. SAP ERP also has cross-application components such as Document 

Management System (DMS) and Product Lifecycle Management (PLM), which can be implemented with any of the main 

modules. 

The Assistant Manager Marketing agrees that Innovative Marketing Technologies is an alternative to increase the 

understanding of their consumer while strengthening their relationship with the retailer. This is because the retailer and 

consumer of Mamee product have an important role that gives benefit to this company to increase their services and product. 

Furthermore, they study about marketing technology from Marketing Technology Landscape by Scott Brinker that guide the 

entrepreneur to choose the appropriate technology in marketing based on their problem. The marketing technologies give a 

solution to the entrepreneur to expanding their scope of marketing which is include the new channel in the market, 

communications to experience, departmental intersections and more strategic in marketing. In this case, MAMEE-Double 

Decker (M) Sdn Bhd has grabbed the opportunity to use the marketing technologies such as Search Engine Optimization 

(SEO), Customer Relationship Management (CRM) and SAP ERP. On the other hand, they develop the infrastructure 

services to make renewal in marketing and internet services important that lead them to make innovation in product and 

marketing strategy. 

Furthermore, the Assistant Manager Marketing stated that marketing technologies have been used for more than 15 years 

where the technology become advance and has persuaded them to transform their marketing strategies. The marketing 

technology has given an advantage to this company to build the relationship and partnership with the retailer to sell the 

Mamee product. Today, the partnership of MAMEE-Double Decker (M) Sdn Bhd with their retailers such As Aeon, Tesco, 

and Giant has increased their sales and make the brand image of Mamee product more popular in the world, especially in 

Asia. The marketing technologies that they use such as Customer Relationship Management (CRM) has given them the 

specific target market in Malaysia where they more focus on children, teenagers and adults to buy the Mamee product. On 

the other hand, the marketing technologies also allow doing corporate social responsibility with build relationship with their 

customer through football sport where this company distributed their Mamee product to a supporter in the stadium. Therefore, 

marketing technologies allow this company to create engaging customer experiences and be able to demonstrate a compelling 

ROI and increase the lifetime value of their customers. 

A Marketing Staff in the marketing department of MAMEE-Double Decker (M) Sdn Bhd said that the software in marketing 

technologies give the marketers more access to digital world and lead them to become more expert to capture customer need 

and want. This has proved by their product where they offering an impressive range of over 100 products which includes 

key all-time favorites such as Mamee Monster Snack, Mister Potato and Mamee Chef. In addition, MAMEE-Double Decker 

(M) Sdn Bhd has also achieved breaching worldwide consumer markets; exporting to a staggering number of over 100 

countries and growing to fulfill the customer need and want.  
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Nowadays, marketing technologies become a need of all company include their company because of customer behaviour has 

changed where the customer more focus on using the internet to purchase the product. In this case, this company uses the 

technology in marketing to avoid the failure in a new product where the customer today is more advance in using technology 

and give the company more challenging to capture the customer in the market. According to Marketing Staff mention that 

Internet Services has an important role that leads the promotion of this company in social media platforms such as Facebook 

and this method can sustain the business of Mamee product in the market. Through Internet Services, the sales of Mamee 

product have increased because of the promotion on Facebook, Instagram and Official Website of MAMEE-Double Decker 

(M) Sdn Bhd. However, marketing staff of MAMEE-Double Decker (M) Sdn Bhd stated that a marketer needs an expert to 

manage marketing software and collaborated with IT department to create an innovation in marketing and give customer 

satisfaction with the product that’s has been launch in the market. 

Consumer Acceptance Towards Marketing Technology  
 

The distribution channels of MAMEE-Double Decker (M) Sdn Bhd Company in Malaysia consist of three stages, which are 

producer, retailer, and consumer. This company is the producer that sells the products in bulks to retailers such as Aeon, 

Tesco, and Giant where this retailer will sell it to the consumers. However, the retailer will be as a consumer acceptance for 

the marketing technologies that MAMEE-Double Decker (M) Sdn Bhd implement in their distribution channel. According 

to Ashley Lochead (2015) defined that consumer acceptance is directly linked to satisfaction in purchasing a product or 

services. Besides, the consumer acceptance continuous gives a challenge to marketer and the companies to provide a better 

services and product in market. Therefore, this study suggests three concepts that can be used by MAMEE-Double Decker 

(M) Sdn Bhd, namely perceived usefulness, perceived ease of use and relative advantage. 

 

Perceived Usefulness 
 

Perceived usefulness can be defined as the degree to which a person believes that using a particular system would enhance 

his or her job performance (Renny, 2013).  The perceived usefulness is important to the some companies because it will help 

the performance of the workers to do some task in office. Also, perceived usefulness can determine an individual's intention 

to use a system with intention to use serving as a mediator of actual system use. Therefore, the researcher has conduct an 

interview with the marketing department of Aeon, Tesco and Giant to get understanding about perceived usefulness in scope 

of consumer acceptance in marketing technologies that MAMEE-Double Decker (M) Sdn Bhd Company has implemented 

to them. 

 

In marketing department of Aeon, the Mall Manager stated that perceived usefulness is one of the strategies to make their 

worker expertise in using marketing technologies in this department. This is because the need to synchronize their marketing 

with their producer to get benefit while promotes the product. As a retailer, they always communicate with the producer to 

get the information about the product. Meanwhile, the Sales Manager of this company agree that the perceived usefulness 

can determine the intention of the workers to receive the marketing technology from producer that can make the process 

more systematic. For example, the MAMEE-Double Decker (M) Sdn Bhd Company uses an internet services as a 

communication module to selling the product to final customer. This statement was support by Tanja Sedey (2013) where 

emphasized that online communications channel that dedicated to community-based input, interaction, content sharing and 

collaboration with each companies. 

 

In addition, the Promotion Officer mentioned that MAMEE-Double Decker (M) Sdn Bhd Company uses email marketing as 

a notification about the new product and lead the marketing department of Aeon to purchase the Mamee product. On the 

other hand, when the producer companies make a promotion about their product it will give advantages to them in marketing 

strategy. However, if the retailer company wants to make a promotion about the product of producer, they need to get the 

permission from Producer Company before launch the promotion template. According to Sales Officer stated that marketing 

technologies that MAMEE-Double Decker (M) Sdn Bhd Company implement has given them advantage to approach the 

customer and easier to understanding the consumer need and wants. Through the application such as SAP ERP has given 

their company more systematic in manage the product purchasing and avoid the cost overruns in company. Thus, the 

technology that MAMEE-Double Decker (M) Sdn Bhd Company already given an impact to implement the perceived 

usefulness that can persuaded the behavior of marketer to use an advance technology. 
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Next, the marketing department of Tesco consists of Mall Manager as a leader, Sales Manager, Promotion officer, and Sales 

officer that manage the marketing task in this company. According the Mall Manager of Tesco stated that perceived 

usefulness could measure the creativity of marketers to approach their customer by using the technology advance. 

Furthermore, the marketing technology that we receive from MAMEE-Double Decker (M) Sdn Bhd is more on the marketing 

automation where it connect on multichannel communication that focus on specific consumer need and wants. In the same 

way, the Sales Manager agree that marketing automation can help them to sell the Mamee product with more efficient and 

can give an access to their consumer to get the information about the product. The marketing automation can give them an 

impact to manage advertising and provide excellent tools for the sales team to approach the customer.  

 

According to the Promotion Officer, the use of marketing technology in this department can increase the productivity of 

workers and the workers can have a lot of choice to use the marketing tools based on the producer product. On the other 

hand, the company has agree to use the SAP ERP to manage the warehouse and product purchasing that can avoid the wasted 

in production process. The Sales Officer has mention that warehouse are important to provide the Mamee product in selling 

area and as a part of marketing strategy that give customer always purchasing the Mamee product in their company. The 

marketing tool that MAMEE-Double Decker (M) Sdn Bhd offer to their retailer such as Customer Relationship Management 

(CRM) has given them information about the customers and the retailer can gain customer loyalty through the marketing 

tool. Therefore, the perceived usefulness can achieve among workers of this company and increase a volumes of sales through 

the marketing technologies.  

 

Furthermore, the researcher has interviewed with Sales Manager, Promotion officer, and Sales officer in Giant Company at 

Melaka to examine the marketing technology that they receive from MAMEE-Double Decker (M) Sdn Bhd. According to 

Sales Manager of Giant stated that perceived usefulness is the concept of adoption technology that will provide benefits to 

consumers in performing marketing activities. This statement was support by Viswanath Venkatesh, (2012) which mention 

that perceived usefulness is the degree of ease associated with consumer’s use of technology.  

 

The marketing department of MAMEE-Double Decker (M) Sdn Bhd has share the knowledge about the marketing tool that 

can use to increase the sales of the product with their retailer. In this case, the Promotion Officer has mention of the type 

marketing tool that they are using is like Search Engine Marketing (SEM), Email Marketing, SAP ERP and Marketing 

Automation. The marketing tool has given the marketer in this company to explore about the technologies and implement 

this marketing technology into their daily work. Further, the Sales Officer has agreed the implementation of the marketing 

technology in marketing department can improvise the marketing system and the marketer can have more channel to 

communicate with their customer.  

Perceived ease of use 

 
According to Songpol Kulviwat (2007), perceived ease of use has a positive effect on the individual’s attitude towards 

utilization the function in marketing technology.  In addition, the larger the perceived ease of use of a system, the more 

favorable the attitude formed towards it will be in staff of marketing department. The perceived ease of use can influence 

the staff in marketing department to use the technologies in marketing to improvise their marketing technology. This is 

because the consumers nowadays are more expertise in using the internet services and social media software. Therefore, the 

researcher will examine the perceived ease of use that marketing department of Aeon, Tesco and Giant implement to their 

worker in scope of marketing technologies that they receive from marketing department of MAMEE-Double Decker (M) 

Sdn Bhd. 

 

On the other hand, the Promotion Officer stated that they are using the same advertising methods, which are internet services 

to deliver the promotion of Mamee product in their company. This is because they can reduce the cost and maintain the brand 

image of the producer company. According to Sales Officer in this company propose that perceived ease of use should be 

implementing in the other retailer to get the marketers get used to using the marketing technologies and can improvise the 

channel communication with their customer. The marketing strategy that MAMEE-Double Decker (M) Sdn Bhd uses has 

given their retailer advantage in business environment where the consumer prefers to purchase the Mameee product in their 

entire retailer. Thus, the retailer like Aeon can gain more profit while learning the marketing system in attracts the consumer 

come to their company. 

 

The Promotion Officer mention of the consumer attitude is assorted in terms of perceptions regarding product information, 

delivery terms, and service offered from the purchasing the product in the retailer company. In this case, the producer and 

retailer company need to collaboration in marketing strategy to provide the good services to their consumer. The Sales 

Officer mention that the marketing technology can increase the sales and the profit of the company because of the customer 

acknowledge the role of the retailer company in provide Mamee product to them. Thus, the role of the perceived ease of use 

is important to provide the marketing environment more interesting with using the variety of the marketing tool and software. 

MAMEE-Double Decker (M) Sdn Bhd has played an important role to develop the perceived ease of use in the retailer 
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company and this method will lead them to obtain the customer loyalty in market. The collaboration between the producer 

and retailer company will be impact to aggressive marketing strategy in market.  

Factors Influencing the Marketing Technology  

According to Scott Brinker (2016) stated that the goal with any marketing system or tool is to create personalized experiences 

that foster authentic rapport with customers. Marketing Technology or MarTech can be defined as a technology that enables 

marketers to be more efficient or effective in reaching their audiences in the market (Rachelle Kerr, 2016). In addition, 

marketing technology is a grouping of technologies that marketers leverage to conduct and improve their marketing activities. 

The focus of marketing technologies is to make difficult processes easier and to measure the impact of marketing activities 

and drive more efficient spending. Therefore, there are several factors such as business environment and technology that 

influences the marketing technology in MAMEE-Double Decker (M) Sdn Bhd Compan 

Business environment of MAMEE-Double Decker (M) Sdn Bhd 

 
According to Jack Cadeaux (2012) stated that the business environment is an external force, factors and institutions that are 

beyond the control of the business and they affect the functioning of a business enterprise. However, the business 

environment has the external and internal factors that can influence a marketing culture in the market. The business 

environment factors can include organization, customer, competitor, suppliers, and government. The business environment 

is one of the factors that can influence the marketing technologies in MAMEE-Double Decker (M) Sdn Bhd. This is because 

the factors such as organizations and consumer have given an impact of the implementation of marketing technologies in 

this company. According to General Manager Marketing of MAMEE-Double Decker (M) Sdn Bhd stated that the business 

environment can help the company to identify the opportunity for the business through the external factors that happen in 

the industry. Furthermore, external factors can be classified as an economic environment and non-economic environment. 

 

The economic environment includes economic conditions, economic policies and the economic system of the country. The 

non-economic environment comprises social, political, legal, technological, demographic and natural environment. All these 

have a bearing on the strategies adopted by the company and any change in these areas is likely to have a far-reaching impact 

on their operations. According to General Manager Marketing mention that every business depends fully on the economic 

environment where the economic conditions, economic policies and economic system will give advantage and disadvantage 

to them as an entrepreneur in Food and Beverage (F&B) sector. This economic environment has to lead them to use a 

software that known as SAP ERP to avoid the risk in producing the new product in the market where this system ensures the 

relationship with their retailer in purchasing the product. 

 

In addition, According to Group General Manager (Sales & Marketing) emphasized that the business environment will affect 

the company if marketing not strong because the competitor has an advantage in the business environment. Besides that, he 

agrees that the economic environment will give an impact to the company because of the exchanges rates in international 

marketing and lead the company to expenses more toward marketing. The company will continue to strengthen its operations, 

not only by implementing continuous improvements in selling and distribution channels but also by investing capital 

expenditure to increase and enhance the group's production capacity.  

 

According to the marketing staff in MAMEE-Double Decker (M) Sdn Bhd Company stated that the business environment 

has an important role in every business and help the business to grow based on the market environment. The interaction 

between business and market environment will lead the company to identify opportunities and threats in business while 

helping them for meeting the challenges successfully. As a marketer, the business environment will help them to deal with 

business challenges by using environmental analysis method to solve the problem. In addition, it also helps the marketer to 

gain knowledge and more motivate with understanding the predicted changes that happen in a business environment. The 

business environment also helps the company to analyses its competitor strategies and it enables the company to identify the 

areas for growth and expansion of their activities. 

Technological of MAMEE-Double Decker (M) Sdn Bhd 

 
Technological factors are technological innovations that can either benefit or disadvantage to the business environment. The 

technological environment consists of factors related to knowledge applied and the materials and machines used in the 

production of goods and services that have an impact on the business of an organization. On the other hand, some 

technological innovations can increase productivity and profit margins, such as computer software and automated 

production. Nowadays, consumer and other markets are now affected by rapid technological change, shortening product life 

cycles and creating great opportunities for innovation. The development of new technology can dramatically affect the needs 

and wants of the consumer (Smriti Chand, 2016). According to Richard C. Leventhal (2016) mention that technological 

advancement in business affects the quality of goods and services that change the marketing culture to promote the product 

in the market. 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

473



 

 

According to the General Manager Marketing of MAMEE-Double Decker (M) Sdn Bhd said that technological factors are 

variables, which relate to the existence, availability, and development of technology that affect the business. Technological 

factors also influence the organization to adapt the environment changes in technologies. This statement was supported by 

The Star Online (2014) mention that the MAMEE-Double Decker (M) Sdn Bhd has invested RM80mil to purchase 

machinery that can replicate the ancient Chinese noodle-making technique called la main, and another RM5mil for research 

and development on its Mamee Chef range of instant noodles.  

The growth and development in technology can help improve positively productivity of the labor force, and also reduce 

drastically the transportation costs, communication costs, distribution costs and production costs. According to General 

Manager Marketing state that the technological factors can affect business includes the change that has a positive effect on 

the marketing, production and distribution of a product or services. The introduction of technology into business has helped 

in a lot of ways even in virtually every area of business from the point of production to the point delivery and marketing 

technologies that help consumer more access to the product. 

The transmission and technological advancements in the past decades has greatly increased the competitive nature and 

business dealing in the world of business. According to Group General Manager (Sales & Marketing) mention that the 

company has implemented the use of software, computers and internet to transform the business into locally, nationally and 

globally that can compete favorably with other competitors worldwide. In this case, the MAMEE-Double Decker (M) Sdn 

Bhd has invested in the integrated SAP ERP applications. The SAP ERP application is an e-business software integration 

tool that delivers content to the user based on their roles in the enterprise.  

This system enables the company to analyze their costs in a way that was not possible before. They can report on all the cost 

components of each product from raw ingredients through to the proportion of overheads allocated. The MAMEE-Double 

Decker (M) Sdn Bhd Company has reacted to these changes by automating the business processes and manufacturing 

processes. Therefore, technology has forced businesses to remain flexible, adapting and upgrading to newer and better 

technological advances. Using more efficient IT systems can help reduce waste, recycle more or cut carbon emissions. 

Therefore, MAMEE-Double Decker (M) Sdn Bhd Company has embraced the advances in technology to offer the safety of 

its product to the customer. 

Conclusion 

The advance in technology today has allowed the company to gain a new technology to increase revenues and profits of 

companies. At the same time, technological also has created a new business in producing a new product and services that 

the company can offer to its customer. Also, technological advancement has helped bring down the barrier of linguistic and 

geographical boundaries with the help of technology where the communication has become quicker, cheaper and more 

efficient. Also, technological improvement has helped increase the employment rate by the increased productivity and it also 

helps to save cost and increase the profit and return over investment (ROI). Thus, the companies implementing technology 

into their mode of operations can improve their sales through websites because the technology allows information to be 

shared with faster. 
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Abstract 
 

We used the Bourdieu theory to study the Russian stock market as a new social field, where social forces are represented 

by agents, groups, organizations. Empirical base is the original sociological researches, conducted in Russia in 2006-

2018.This article defines the stock market as a social field; shows its formation. This article defines the place of the stock 

market in the social sphere; shows its formation. 

 

Keywords: Bourdieu's Theory, Stock market, social field, social forces. 

 
Introduction 
 

Pierre Bourdieu (1979), a French scientist, being one of the most influential sociologists of the XX century, presented in 

1979 his theory of social space. According to his theory a social space exists in the form of social fields whose participants 

having social capital, guided by habitus perform actions called practices.  

 

Bourdieu first used the term “field” in the mid-60s of the last century. As the American Sociologist Professor D. Ritzer 

(2002) notes, Bourdieu defined the field as “a network of relations between objective positions. These relationships exist 

independently of individual consciousness and will. These are not interactions or interpersonal relationships between 

individuals. Both agents and institutions can take up positions”. 

 

In 1987, Bourdieu (1987) gave an expanded definition of the term “field”, emphasizing that “field ... is a field of forces and 

at the same time a field of struggle that are aimed at transforming or maintaining the established relationship of forces: 

each of the agents invests force (capital) acquired in during the preceding struggle, in a strategy that depends on its 

direction on the agent’s position in the distribution of forces, that is, on his specific capital”. 

 

An analysis of the works in which Bourdieu studied various social fields, including religion (1971), science (1976), 

literature (1991), economics (1997), allows us to determine the general properties of social fields: 

 

– the closeness or openness of the social field; 

– accessibility or inaccessibility to participate in the activities of the social field; 

– the rules governing the activities of the social field; 

– the struggle of actors or their groups to achieve goals; 

– the dominance of the positions and forces of some field actors over others; 

– rules for maintaining order in the field; 

– rules and methods for incorporating new actors into the activities of the social field; 

– rules and methods of exclusion of actors from the social field. 

 

Herewith, the scientist applied the principle on which the hierarchy of dominance in social fields is based: the positions and 

strengths of some participants in the fields structurally dominate others. This dominance, as well as the positions of the 

participants, are determined by the relative weight of their total capital. 

 Bourdieu (1997) also paid attention to the formation of social space in the form of new social fields. The scientist showed 

that social fields arise as a result of a progressive social separation of forces. He emphasized that “agents create space, i.e. 
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the field ... which exists by means of agents located in it and deforming the space surrounding them, giving it a certain 

shape”. 

 

Sociologists successfully use the scientific calculations of Bourdieu in a wide variety of industries. 

 

For example, an employee of Ulster University P. J. Kitchin (2013) and associate professor of Western University of 

Canada P. D. Howe showed that sports management requires a broad social and ethical dimension. And they also 

suggested using Bourdieu's theory in the study of sports management. 

 

Brazilian researcher H. Thiry-Cherques (2006) (Fundação Getulio Vargas) scientifically substantiated the possibility of 

using the theory of P. Bourdieu in practical research. Also, Brazilian scientists (Universidade Federal de Viçosa) A. Gomes 

and S. Rego (2013) used the theory to study the field of medical education. They are considering medicine as a socially 

structured space. 

 

The English researcher A. Warde (2017) (The University of Manchester) showed that Bourdieu's theory is applicable in the 

modern analysis of consumption and can solve problems associated with consumption. The author notes that when 

studying consumption, it is necessary to study social assessments and attitudes. 

 

Scientists also apply the field theory in criminological research. Thus, the Norwegian researchers V. Shammas and S. 

Sandberg (2015) developed the concept of a “street field”. The authors showed that the boundaries of the field will always 

be blurry and fuzzy, as in any study of a social group. Moreover, the boundaries of the field themselves are interested in 

the struggle of agents in this area. 

 

Russian scientists and researchers also apply the theory of P. Bourdieu to study various spheres of life and activity. 

 

So, for example, P. Sorokin (2012), relying on Bourdieu's theory, explores the “career field” and the related concept of 

“career capital”. The author points out that this approach has the most universal character, expands the traditional 

boundaries of career consideration, and links the various contexts of its possible analysis. 

 

A young Russian researcher N. Bobyleva (2016) applied Bourdieu's conceptual framework to the analysis of Russian 

media. She revealed that the existence of the field of journalism is subject to its own rules. And a special role is played by 

the “totality of objective power relations that make up the field structure” (market share, level of trust, fame of leading 

journalists). 

 

Associate Professor R. Tangalycheva (2014) uses such Bourdieu categories as “social space”, “field”, to study intercultural 

communication. 

 

We believe that Bourdieu's theory will help to explain features of social relations in the structure of the Russian stock 

market. In turn, these features undoubtedly have a decisive influence on the trend of its development, which today is more 

speculative than investment. 

 
Methodology 
 

Guided by the principles of determinism, relevance and complementarity, as the main approach to study the social field of 

the Russian stock market, we applied the structuralist constructivism of P. Bourdieu, which allowed us to describe the 

formation of the stock market social field and determine the features of the habitus’ formation, total capital and stock 

market actors’ practices. The study used historical, sociocultural, political and economic, phenomenological, neo-

institutional and environmental approaches. 

 

Methods: statistical analysis, analysis of documents; questionnaires; expert interviews. 

 

The main stages and indicators of the study are highlighted below. 

 

1. Representation of the stock market as a social field 

The main indicators are the compliance of the Russian stock market with the characteristics inherent in social 

fields. 

 

2. Definition of the social fields that formed the field of the Russian stock market 

The main indicators are the main and auxiliary fields that took part in the formation of the Russian stock market, 

the identification of the main groups of actors in the social field of the Russian stock market. 

3. Determination of the main groups of actors in the social field of the Russian stock market 

Key indicators - the groups of actors of the Russian stock market. 
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4. Determining the main reasons  

for the existing speculative orientation of the development of the Russian stock market’ social field; development 

of basic directions for further formation of the Russian stock market’ social field. Key indicators - factors influencing the 

direction of the Russian stock market’ development, a list of basic directions for the comprehensive development of the 

Russian stock market. 

 

5. Development of the main directions for improving the social sphere of the Russian stock market 

Key indicators - ways of improving the social sphere of the Russian stock market. 

 

The empirical base  

of the research consists of the original sociological researches, the most significant of which are: 

– Research ‘Today’s private investors - what are they?’ (2006-2018), n = 5009 active private investors of the 

Russian stock market in 16 Russian regions.  

– Sociological research (2016-2017) ‘The attitude of the population to investment activities in the stock market’ (n 

=2000) in 5 Russian regions.   

– Monitoring the activity of private investors for 10 years (2009-2018). (n = 1700). 

– Interviews with heads of commercial organizations in 15 Russian regions (2016-2017) on the attitude to the use 

of stock market instruments (n =30).  

– Expert interviews (2014-2017) in 15 Russian regions with professional stock market participants – 

representatives of organizations providing brokerage services in the stock market (n =15). Besides, the empirical base 

includes a number of studies related to the analysis of documents, publications, recommendations, as well as the analysis 

of the dynamics of trading participants and their customers in the Russian stock market. 

 

In addition, the author of the article has personally participated for more than 20 years as a private investor and 

professional participant in the Russian stock market. This contributed to the formation of the above empirical base. 

 

Results 
 

1. Representation of the stock market as a social field 

Comparing the data of our studies of the Russian stock market with the provisions of the Bourdieu theory, we 

came to the conclusion that we can represent the stock market as a social field, since it meets the requirements for the 

fields given above. 

 

The stock market is a social field that is generated to implement the emerged demands of the following fields:  

- field of power – for the organization of external and internal borrowings, market development, creation of the 

class of owners;  

- fields of the economy – in order to attract finance for the further successful development;  

- investment field – with the aim of expanding investment opportunities.  

 

At the same time, it is possible for the other social fields to participate in the formation of the stock market social 

field beside the mentioned ones. Besides they can also pursue their other goals.  

 

2. Determination of the features’ formation of the Russian stock market social field 

The modern Russian stock market as a new social field was formed in the 1990s by the Russian field of power, the 

field of the Russian economy and the Russian investment field. The foreign political and investment field took an active 

part in the formation.  Figure 1 shows the main social fields that formed the social field of the Russian stock market.  
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Fig. 1. Formation of the social field of the Russian stock market 

 

3. The main actors  

 

of the stock market’ social field are the agents of the fields that took part in its formation, while a separate group of actors 

may arise that are not agents of any field.  

 

Actors of the Russian stock market are divided into five main groups. As a rule, they are agents of the social fields 

that took part in the organization of the social field of the Russian stock market.   

 

The 1st group of actors are agents of the field of the Russian power (Podgorny, 2018).  These are the following 

groups of agents:  

– legislative federal and regional authorities regarding legislation related to the stock market, including the 

development of the primary market;  

– executive authorities registering new potential issuers of the stock market; 

– authorities engaged in government borrowing through the issuance of securities;  

– mega-regulator of the activities.  

 

The 2nd group of actors are agents of the field of the Russian economy – issuers whose stocks circulate in the 

organized market and issuers placing debt securities.  

 

The 3rd group of actors are agents of the Russian investment field - private (Podgorny, 2016).  and institutional 

Russian and foreign investors (Podgorny, 2017a).   

 

The 4th group of actors is the following: 

– professional participants of the stock market and trade organizers, including brokers, dealers, managers 

(Podgorny, 2017b); 

– institutions that perform accounting and registration of transactions and fixing the transfer of ownership of 

securities, exchanges. 

Members of this group are not formally agents of any organizational field, but their activities are strictly regulated 

by the agents of the Russian authorities. 

 

The 5th group of actors are agents of other fields (foreign political field, foreign investment field, auxiliary fields 

– information and analytical structures; rating agencies; educational institutions).   

 

4. The main reasons 

of the current speculative orientation of the Russian stock market’ social field development 

 

The habituses, capitals and practices of the Russian stock market’ main actors have divided them into two opposing groups 

- the habitus of the investment field’ agents changes from speculative to investment, but they are opposed by agents of the 

economic field and professional participants of the Russian stock market. The agents of the power field do not yet support 

the position of the investment field’ agents by their actions. The revealed opposition of the listed groups of the main actors 

of the Russian stock market’ social field also confirms the correctness of the methodological approach to its study - after 

all, the struggle of the actors’ groups is an integral part of the social field existence. 
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5. The main directions of improving the social field of the Russian stock market 

 

Based on the results of our studies, we offer the following directions for improving the social field of the Russian stock 

market: 

– adoption of legislative acts stimulating the priority use of the form of public joint-stock companies; 

– creation of public joint-stock companies with the participation of the federal or regional executive authorities to 

implement priority areas of economic development. At the same time, the mass population should be given the opportunity 

to participate in share capital at a nominal price; 

– creation of public joint-stock companies with the participation of the federal or regional executive authorities for 

the implementation of the priority areas of economic development with the offer of participation of the mass population as 

co-founders of such companies with the possibility of subscribing to a limited stake at a nominal price; 

– risk reduction for various categories of existing actors of the Russian stock market’ social field. That can be 

expressed in the application of existing ones (for example, the application of the “golden share rule”(the right to control the 

activities of companies)  for the state and companies not participating in the stock market due to the risks of losing control 

of the company) and the adoption of new laws that reduce the risks of each of the four main groups of major Russian stock 

market’ actors; 

– reducing risks and increasing interest in participating in the stock market (primarily in founding and IPO) of 

potential participants in the social layer of private investors. This will be facilitated by insurance of funds allocated as a 

contribution to the authorized capital upon registration of new public joint-stock companies, as well as the participation of 

government federal or regional structures in their organization; 

– the formation of regional segments of the Russian stock market’ social field, which may be facilitated by the 

identification at the regional levels of specific structural units responsible for the development of the regional stock market 

with the provision of sufficient powers to them. 

 

Conclusions 

 

The study of the Russian stock market as a social field contributed to the solving of tasks. So, we determined that the 

Russian stock market can be considered as a social field, since it corresponds to the characteristics of social fields. 

 

We also determined that the Russian stock market as a new social field was formed in the 90s of the last century by the 

Russian field of power, the field of the Russian economy and the Russian investment field with the active participation of a 

foreign political field and speculative participation of a foreign investment field. 

 

The proposed directions for improving the social field of the Russian stock market will contribute to the gradual transition 

of the Russian stock market from the current speculative to investment development. 
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Abstract 
 

The article identifies and classifies the factors that affect the effectiveness of the system-functional approach in the 

management of innovative development of construction companies. After conducting a survey of experts among 

construction companies, as well as applying methods of statistical processing of expert information, the gradation of 

factors according to the level of their significance was carried out and the correctness of the given expert assessments was 

substantiated. 

 

Keywords: System-Functional Approach, Factors, Management, Innovative Development. 
 

Introduction 

 
 A review and analysis of the literature suggests that the concept of "innovative development" is widely used. It is used to 

study the problems of macro- (Blikhar, M., Vatras, V., Melnychenko, B., Podra, O. & Anikina G. [1], Yong-Shik Lee [2], 

Vecepur N. [3]), meso- (Kutsai N. [4], Rud’ N. [5], Zakharova O. and Barbanova I. [6], Dobranska M., Lagodienko V. and 

Torishnia L. [7]) and microlevel (Prokhorova V., Bozhanova O. [8], Tepliuk M. and Shapran O. [9], Zavidna, L., 

Makarenko, P., Chepurda, G., Lyzunova, O. & Shmygol, N. [10], Knyaz S. et. Al [11]), and also the level of the world 

economy (Dergachova V. and Goliuk V. [12], Izmailov Y., Znotina D. and Pyriy G. [13], Sitash T. [14]). This concept is 

often considered at the level of certain types of economic activity (Zos’-Kior M. and Miroshnichenko O. [15], Kovalenko 

A., Kovtunenko K. and Prodius Y. [16], Patlung K. [17],). Among the subjects of research there should be noted: 

 

• problems of innovative development –  Blikhar, M., Vatras, V., Melnychenko, B., Podra, O. & Anikina G. [1], Zos’-Kior 

M. and Miroshnichenko O. [15], Kolevatova A. and Kovalenko A. [18],  Kreidych I., Belova A. and Oliynyk G . [19]; 

• tools (methods), mechanisms and models to ensure innovative development – Dobranska M., Lagodienko V. and 

Torishnia L. [7], Ovsianiuk-Berdadina O. [20], Voloshchuk V. [21]; 

• programs, plans, models, vectors, priorities, scenarios and strategies of innovative development - Kutsay N. [4], Kozak L. 

and Fedoruk O. [22], Prokhorova V. Protsenko A. and Bozhanova O. [8, 23], Melnychenko G. and Belous S . [24]; 

• factor conditions for ensuring innovative development (infrastructure, investment, legal, etc.) –  Rud’ N. [5], Zakharova 

O. and Barbanova I. [6],  Voloshchuk V. [21], Gerashchenko S. and Chornobaiev V. [25], Kniaz S. et. Al [26]; 

• monitoring and evaluation of the current state of innovation development, its forecasting and trend building – Tepliuk M. 

and Shapran O. [9], Dergachova V. and Goliuk V. [12], Amosha O. and Solomatina L [27]. 

 

Given the above, there is a reason to believe that most of the analyzed scientific papers are only fragmentarily devoted to 

the analysis of factors influencing the effectiveness of the system-functional approach in managing innovative 

development of construction companies, and contain only generalized rather than applied recommendations for innovative 

management decisions. 
 

Main Part 
 

 The research suggests that the effectiveness of the system-functional approach in the management of innovative 

development of construction companies is influenced by factors such as: 

 

I. Type of organizational structure of construction enterprise management. 

II. The size of the construction company. 

III. The qualification  level of a construction company’ managers. 

IV. The company has an automated information and communication management system. 

V. The number of activities carried out by the construction company. 

VI. Existence of organizational structure of management of division in development and introduction of innovations.  

VII. Creativity of construction management entities. 

VIII. Emotional and psychological climate in the labour collective of a construction enterprise. 

IX. Belonging of a construction company to statutory or contractual associations. 

X. The level of labour discipline and subordination in the construction company. 

XI. The presence of a developed system of rules and procedures in the construction company. 

XII. The construction company has a quality management system. 

To assess the factors, we will conduct an expert study by assessing the factors and justifying the correctness of the study. 

To do this, let us perform the following steps: 

1) forming a sample of respondents; 

2) accumulation of primary expert information in the form of scoring the relative importance of factors; 

3) formation of rank estimates of the studied factors; 

4) analysis of the importance of factors based on the frequency factor of the maximum possible estimates; 

5) assessment of the average weight of factors; 
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6) construction of a matrix of advantages of factors; 

7) identification of the scope of expert assessments assigned to each factor; 

8) calculation of the activity indicator of experts; 

9) determining the level of agreement of experts' opinions and establishing the statistical significance of the concordance 

coefficient; 

10) calculation of indicators that additionally characterize the objectivity of the performed expert study of factors (variance 

of estimates of each factor, coefficient of variation  of each factor’ estimation, general variance of estimates in points and 

ranks). 

 

Stage 1. The sample of experts will be formed among construction companies. Given the object and subject of this study, it 

is advisable to establish selection criteria for construction companies and experts. Thus, in the selection of enterprises such 

criteria as the presence of a construction company were put forward: a developed management system; experience in the 

implementation of innovative projects, as well as experience in the application of system-functional approach in the 

practice of innovation development management. As a result of the initial processing of the received information, 12 

enterprises were selected that fully meet the selected criteria. Respondents were involved in business structures. The 

following requirements were put forward to them - work experience in a managerial position, not less than 3 years; 

availability of experience in the implementation of innovative projects; voluntary consent to participate in the expert study. 

Out of almost 300 enterprises with a significance level of 0.95 and an average marginal error of 0.1, it is justified that 

about 25 experts need to be interviewed. 

 

Stage 2. Experts are asked to evaluate the factors on a stem scale, in which 10 points is the minimum score and 100 points 

is the maximum. The results of expert assessments are given in table 1.  

 

Table 1: The results of a survey of experts to assess the factors that affect the effectiveness of the system-functional 

approach in the management of innovative development of construction companies, points 

 

Е 
Factors 

I II III IV V VI VII VIII IX X XI XII 

1 90 80 20 30 60 20 30 60 20 70 60 10 

2 50 70 60 70 10 80 20 80 90 50 50 30 

3 50 40 40 20 70 40 60 60 50 80 70 60 

4 70 30 90 80 30 20 60 20 60 20 10 20 

5 40 100 60 20 70 20 90 100 20 70 60 80 

6 30 40 60 10 80 40 80 100 10 10 30 30 

7 30 100 90 20 80 40 70 80 50 50 80 50 

8 40 100 70 90 30 60 90 50 90 40 40 60 

9 100 60 20 80 50 70 60 100 30 40 40 20 

10 30 20 80 40 50 30 80 60 40 60 50 10 

11 90 70 100 90 80 10 60 50 50 20 20 30 

12 90 100 40 50 50 70 60 80 70 20 20 40 

13 60 100 20 50 30 40 40 100 60 30 40 10 

14 60 30 30 60 40 60 100 60 20 50 50 60 

15 50 20 50 50 30 20 30 70 50 50 80 20 

16 80 70 90 50 40 90 100 80 90 60 40 20 

17 80 80 80 60 60 50 90 60 20 70 60 50 

18 60 100 50 80 40 60 30 100 40 10 70 20 

19 20 30 40 30 20 60 70 40 50 70 60 60 

20 80 30 90 90 10 10 50 50 30 20 10 70 

21 80 50 90 80 90 90 50 100 60 50 60 20 

22 80 80 60 60 30 40 90 100 10 20 50 40 

23 20 90 20 90 20 20 100 50 20 70 70 50 

24 100 20 70 40 80 70 80 110 70 30 60 80 

25 40 100 30 30 60 90 30 50 70 10 10 80 

Note: E – experts 
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Stage 3. Based on the data in table 2.8 let us determine the rank estimates of factors based on the following conditions: the 

maximum score is assigned a rank of 1, the lower the score, the higher its rank is. The same ranks are assigned scores, 

calculated as the arithmetic mean of the ordinal numbers of scores in ascending order. The defined ranks are given in table 

2. 

 

Table 2: Rank assessments of factors influencing the effectiveness of the system-functional approach in the 

management of innovative development of construction enterprises 

 

Е 
Factors 

I II III IV V VI VII VIII IX X XI XII 

1 1 2 9 7 4 9 7 4 9 3 4 12 

2 7 4 6 4 12 2 11 2 1 7 7 10 

3 7 9 9 12 2 9 4 4 7 1 2 4 

4 3 6 1 2 6 8 4 8 4 8 12 8 

5 9 1 7 10 5 10 3 1 10 5 7 4 

6 7 5 4 10 2 5 2 1 10 10 7 7 

7 11 1 2 12 3 10 6 3 7 7 3 7 

8 9 1 5 2 12 6 2 8 2 9 9 6 

9 1 5 11 3 7 4 5 1 10 8 8 11 

10 9 11 1 7 5 9 1 3 7 3 5 12 

11 2 5 1 2 4 12 6 7 7 10 10 9 

12 2 1 9 7 7 4 6 3 4 11 11 9 

13 3 1 11 5 9 6 6 1 3 9 6 12 

14 2 10 10 2 9 2 1 2 12 7 7 2 

15 3 10 3 3 8 10 8 2 3 3 1 10 

16 5 7 2 9 10 2 1 5 2 8 10 12 

17 2 2 2 6 6 10 1 6 12 5 6 10 

18 5 1 7 3 8 5 10 1 8 12 4 11 

19 11 9 7 9 11 3 1 7 6 1 3 3 

20 3 7 1 1 10 10 5 5 7 9 10 4 

21 5 9 2 5 2 2 9 1 7 9 7 12 

22 3 3 5 5 10 8 2 1 12 11 7 8 

23 8 2 8 2 8 8 1 6 8 4 4 6 

24 2 12 6 10 3 6 3 1 6 11 9 3 

25 7 1 8 8 5 2 8 6 4 11 11 3 

Note: E – experts 

 

As you can see from tables1 and 2, the highest average scores are assigned to factors I, II and III. In turn, the ranking of 

scores showed that the highest rank is 12, and the lowest is 1. 

 

Step 4. The frequency of the maximum possible estimates is defined as the ratio of the number of maximum possible 

estimates of the factor to the number of all estimates of this factor. As a result of the performed calculations we get the 

following values: I - 0,08; II - 0.28; III - 0.16; IV - 0.04; V - 0; VI - 0; VII - 0.24; VIII - 0.32; IX - 0.04; X - 0.08; XI - 

0.04; XII - 0. From the obtained values we see that the highest frequency of maximum possible estimates was found for 

factors II and VIII. This confirms that factor II is one of the most significant. 

 

Step 5. Calculation of the average weight of factors is performed by finding the share of the score of the factor in the total 

arithmetic mean of the scores for all factors. After calculating for each of the factors, it was found that the highest average 

weight is characteristic of I - 60.8; II - 64.4; III - 58; IV - 54.8; VII - 64.8 and VIII - 72.4 factors. All these estimates have a 

value greater than 0.5. The values of the average weight of each factor are given in table 3. 

 

 

 

 

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

485



Table 3: The value of the average weight of each factor that affects the effectiveness of the system-functional 

approach in the management of innovative development of construction companies 

 

Е 
Factors 

I II III IV V VI VII VIII IX X XI XII 

1 0,16 0,14 0,03 0,05 0,10 0,03 0,05 0,10 0,03 0,12 0,10 0,01 

2 0,07 0,10 0,09 0,10 0,01 0,12 0,03 0,12 0,13 0,07 0,07 0,04 

3 0,07 0,06 0,06 0,03 0,10 0,06 0,09 0,09 0,07 0,12 0,10 0,09 

4 0,13 0,05 0,17 0,15 0,05 0,03 0,11 0,03 0,11 0,03 0,02 0,03 

5 0,05 0,13 0,08 0,02 0,09 0,02 0,12 0,13 0,02 0,09 0,08 0,11 

6 0,05 0,07 0,11 0,01 0,15 0,07 0,15 0,19 0,01 0,01 0,05 0,05 

7 0,04 0,13 0,12 0,02 0,10 0,05 0,09 0,10 0,06 0,06 0,10 0,06 

8 0,05 0,13 0,09 0,11 0,03 0,07 0,11 0,06 0,11 0,05 0,05 0,07 

9 0,14 0,09 0,03 0,11 0,07 0,10 0,09 0,14 0,04 0,06 0,06 0,03 

10 0,05 0,03 0,14 0,07 0,09 0,05 0,14 0,10 0,07 0,10 0,09 0,01 

11 0,13 0,10 0,14 0,13 0,11 0,01 0,09 0,07 0,07 0,03 0,03 0,04 

12 0,13 0,14 0,05 0,07 0,07 0,10 0,08 0,11 0,10 0,02 0,02 0,05 

13 0,10 0,17 0,03 0,08 0,05 0,06 0,06 0,17 0,10 0,05 0,06 0,01 

14 0,09 0,04 0,04 0,097 0,06 0,09 0,16 0,09 0,03 0,08 0,08 0,09 

15 0,09 0,03 0,09 0,096 0,058 0,038 0,058 0,13 0,096 0,096 0,15 0,03 

16 0,09 0,08 0,11 0,062 0,049 0,111 0,123 0,09 0,111 0,074 0,04 0,02 

17 0,10 0,10 0,10 0,07 0,07 0,06 0,11 0,07 0,02 0,09 0,07 0,06 

18 0,09 0,15 0,07 0,12 0,06 0,09 0,04 0,15 0,06 0,01 0,10 0,03 

19 0,03 0,05 0,07 0,05 0,03 0,10 0,12 0,07 0,09 0,12 0,10 0,10 

20 0,14 0,05 0,16 0,16 0,01 0,01 0,09 0,09 0,05 0,03 0,01 0,13 

21 0,09 0,06 0,11 0,09 0,11 0,11 0,06 0,12 0,07 0,06 0,07 0,02 

22 0,12 0,12 0,09 0,09 0,04 0,06 0,13 0,15 0,01 0,03 0,07 0,06 

23 0,03 0,14 0,03 0,14 0,03 0,03 0,16 0,08 0,03 0,11 0,11 0,08 

24 0,12 0,02 0,08 0,04 0,09 0,08 0,09 0,13 0,08 0,03 0,07 0,09 

25 0,06 0,16 0,05 0,05 0,10 0,15 0,05 0,08 0,11 0,01 0,01 0,13 

Note: Е – еxperts 

 

Step 6. To obtain more complete information about the significance of the studied factors, we will build a matrix of 

advantages (Table 4), which will show how many experts assign a higher score to a certain factor compared to other 

factors. 

 

Таble 4: Matrix of benefits for 12 studied factors, the estimates of which were obtained on the basis of a survey of 

25 experts 

 

Factors I II III IV V VI VII VIII IX X XI XII 

I Х 12 10 13 16 13 13 6 14 16 14 16 

II 11 Х 12 13 16 14 10 9 15 18 18 19 

III 10 0 Х 12 13 11 8 8 12 16 15 16 

IV 8 9 9 Х 14 13 9 5 11 15 15 17 

V 7 8 10 9 Х 11 7 4 13 11 9 15 

VI 8 8 8 10 11 Х 6 4 9 13 11 11 

VII 12 13 15 13 15 18 Х 9 16 19 17 20 

VIII 16 13 16 18 18 18 14 Х 18 18 18 17 

IX 7 9 8 9 10 10 7 6 Х 12 10 13 

X 6 6 8 8 12 11 4 5 10 Х 9 12 

XI 8 7 9 9 9 11 7 4 14 8 Х 14 

XII 7 5 7 7 9 7 3 4 11 11 9 Х 

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

486



Thus, comparing all the factors vertically with the values horizontally we see that the factors: I, II, VII and VIII can be 

placed in ascending order of their weight in the following sequence: 1 - II, 2 - VII, 3 - I, 4 - VIII . Therefore, the most 

important is factor VIII. 

 

Step 7. The scope of the assessments assigned by the experts to the factors will be calculated as the difference between the 

maximum and minimum scores. As a result of the performed calculations we get the following values: I - 80; II - 80; III - 

80; IV - 80; V - 80; VI - 80; VII - 80; VIII - 90; IX - 80; X - 70; XI - 70; XII - 70. 

 

Stage 8. The coefficient of activity of experts is calculated as the ratio of the number of experts who assessed a particular 

factor to the total number of experts. Calculating this ratio, we see that its value is 1 for each of the factors, i.e. experts 

were equally active in assessing all factors. 

 

Step 9. The consistency of expert positions is usually determined by calculating the concordance coefficient (
2

T
χ ) and 

establishing its statistical significance based on Pearson's criterion. Based on the rankings (see Table 2.2), we see that there 

are 27 groups of ranks, and the value of the concordance coefficient is almost 0.9. In turn, the value of Pearson's criterion is 

approximately 243. So, comparing it with the tabular value at the number of degrees of freedom 11 for a probability of 

0.99 for
2 21,66
T

χ =  , and at 0.95 it is
2 16,91
T

χ =  . Since the actual value of the Pearson test is greater than the tabular 

value, the value is significant, it is quite high (0.88). This indicates that the expert positions are agreed and the results of 

the expert survey can be used in practice. An important component of the study of the level of consistency of opinion of 

experts in their survey is also the analysis of changes in the coefficient of concordance with the exclusion of one of the 

experts. The results of these calculations are given in table 5.  

 

Table 5: The value of the concordance coefficient with the exclusion of one of the experts 

 

Sequence numbers of experts which 

are excluded from calculation 

Values of 

concordance 

coefficients 

The value of the materiality of the 

concordance coefficients      (
2
fχ ) 

0 0,88 242,18 

1 0,87 231,22 

2 0,89 211,65 

3 0,89 211,44 

4 0,89 211,35 

5 0,89 211,33 

6 0,89 211,4 

7 0,89 211,36 

8 0,89 211,46 

9 0,89 211,52 

10 0,92 212,32 

11 0,96 212,9 

12 0,89 212,4 

13 0,91 212,84 

14 0,88 212,69 

15 0,96 218,03 

16 0,89 212,59 

17 0,89 212,45 

18 0,91 214,62 

19 0,89 212,43 

20 0,97 221,73 

21 0,89 212,37 

22 0,89 212,49 

23 0,89 212,43 

24 0,92 212,94 

25 0,91 214,25 

 

As you can see from table 2.5, subject to the exclusion of any of the experts, it is possible to reduce the level of statistical 

significance of the concordance coefficient and reduce its value. This also confirms that the opinions of experts in 

conducting this study are quite unanimous. 
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Step 10. Evaluation of the level of agreement of expert opinions can also be done by determining the variance of estimates 

of each factor, the total variance of ranks, calculating the coefficient of variation of scores, the coefficient of pair rank 

correlation, information measure, and so on. The results of the calculation of these indicators are given in table 6.                       

 

Table 6: Indicators of consistency of expert positions 

 

Factors 
Dispersion 

of estimates 

Coefficient of variation 

of estimates,% 

Total 

variance 

Total variance of 

ranks 

I 641 41,64 

98,72 1,548 

II 934 47,46 

III 691,7 45,34 

IV 659,3 46,86 

V 564 49,07 

VI 658,3 53,45 

VII 626 38,61 

VIII 585,7 33,43 

IX 614,3 52,96 

X 504,3 52,47 

XI 452,3 44,68 

XII 541 57,01 

 

As you can see from table 6, in general, the dispersions are approximately within the same limits, except for factor II. The 

value of the variance for this factor is high, which indicates the inconsistency of expert positions. A similar situation is 

observed with respect to the values of the coefficient of variation. For all factors, the calculated values are approximately 

within the same limits, but for factors VI, IX and X, the inconsistency of expert positions should be recognized f, j, k. The 

overall variance and rank variance are relatively low, so experts generally agree on the influence of some factors. 

 

Regarding the coefficient of pair rank correlation and the indicator of the information measure of coincidence, the results 

of calculations are given in tables 7-8. If the values of these indicators are close to 1, then the level of consistency of expert 

positions is high, as well as a high information measure of the coincidence of expert assessments. Judging by the above 

data, the calculated values are mostly close to 1, which, in general, indicates the objectivity of the results of expert 

research. 
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Тable 7: Values of pair rank correlation coefficients 

 

  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 

1   0,93 0,95 0,94 0,91 0,97 0,88 0,98 0,92 0,94 0,99 0,93 0,98 0,92 0,92 0,92 0,87 0,99 0,98 0,87 0,92 0,93 0,90 0,97 0,90 

2 0,93   0,92 0,90 0,97 0,87 0,90 0,98 0,93 0,88 0,97 0,89 0,89 0,96 0,91 0,98 0,87 0,88 0,91 0,98 0,93 0,95 0,91 0,90 0,89 

3 0,95 0,92   0,89 0,91 0,99 0,95 0,8 0,89 0,94 0,90 0,98 0,94 0,92 0,95 0,93 0,97 0,94 0,88 0,99 0,98 0,9 0,99 0,9 0,87 

4 0,94 0,90 0,89   0,92 0,95 0,92 0,90 0,90 0,90 0,87 0,93 0,9 0,92 0,92 0,95 0,9 0,8 0,94 0,87 0,90 0,87 0,95 0,94 0,8 

5 0,91 0,97 0,91 0,92   0,93 0,96 0,93 0,88 0,92 0,98 0,98 0,96 0,93 0,92 0,9 0,92 0,90 0,97 0,88 0,89 0,96 0,96 0,94 0,97 

6 0,97 0,87 0,99 0,95 0,93   0,97 0,97 0,88 0,94 0,9 0,99 0,96 0,96 0,96 0,90 0,88 0,95 0,95 0,90 0,92 0,98 0,99 0,90 0,91 

7 0,88 0,90 0,95 0,92 0,96 0,97  0,94 0,90 0,94 0,97 0,92 0,99 0,98 0,97 0,90 0,95 0,91 0,99 0,93 0,88 0,94 0,92 0,88 0,90 

8 0,98 0,98 0,89 0,90 0,93 0,97 0,94   0,91 0,91 0,94 0,91 0,96 0,88 0,99 0,95 0,99 0,90 0,98 0,96 0,92 0,90 0,95 0,93 0,951 

9 0,92 0,93 0,89 0,90 0,88 0,88 0,90 0,91   0,89 0,90 0,99 0,9 0,96 0,89 0,92 0,97 0,96 0,88 0,99 0,99 0,97 0,97 0,9 0,9 

10 0,94 0,88 0,94 0,90 0,92 0,94 0,94 0,91 0,89   0,87 0,95 0,92 0,90 0,98 0,92 0,97 0,88 0,92 0,87 0,98 0,92 0,87 0,89 0,94 

11 0,99 0,97 0,90 0,87 0,98 0,9 0,97 0,94 0,90 0,87  0,93 0,88 0,96 0,94 0,95 0,99 0,95 0,97 0,93 0,91 0,89 0,9 0,98 0,8 

12 0,93 0,89 0,98 0,93 0,98 0,99 0,92 0,91 0,99 0,95 0,93   0,89 0,98 0,88 0,92 0,90 0,98 0,94 0,87 0,96 0,9 0,8 0,99 0,94 

13 0,98 0,89 0,94 0,9 0,96 0,96 0,99 0,96 0,9 0,92 0,88 0,89   0,90 0,97 0,87 0,96 0,96 0,98 0,90 0,95 0,97 0,95 0,99 0,98 

14 0,92 0,96 0,92 0,92 0,93 0,96 0,98 0,88 0,96 0,90 0,96 0,98 0,90   0,98 0,92 0,87 0,91 0,99 0,91 0,99 0,92 0,92 0,92 0,93 

15 0,92 0,91 0,95 0,92 0,92 0,96 0,97 0,99 0,89 0,98 0,94 0,88 0,97 0,98   0,96 0,96 0,92 0,99 0,96 0,99 0,93 0,97 0,92 0,88 

16 0,92 0,98 0,93 0,95 0,95 0,90 0,90 0,95 0,92 0,92 0,95 0,92 0,87 0,92 0,96  0,92 0,93 0,91 0,89 0,92 0,95 0,87 0,97 0,94 

17 0,87 0,87 0,97 0,97 0,92 0,88 0,95 0,99 0,97 0,97 0,99 0,90 0,96 0,87 0,96 0,92   0,88 0,98 0,93 0,89 0,88 0,9 0,99 0,91 

18 0,99 0,88 0,94 0,89 0,90 0,95 0,91 0,90 0,96 0,88 0,95 0,98 0,96 0,91 0,92 0,93 0,88   0,89 0,90 0,87 0,9 0,91 0,94 0,94 

19 0,98 0,91 0,88 0,94 0,97 0,95 0,99 0,98 0,88 0,92 0,97 0,94 0,98 0,99 0,99 0,91 0,98 0,89   0,91 0,97 0,92 0,95 0,92 0,95 

20 0,87 0,98 0,99 0,87 0,88 0,90 0,93 0,96 0,99 0,87 0,93 0,87 0,90 0,91 0,96 0,89 0,93 0,90 0,91   0,90 0,8 0,94 0,97 0,95 

21 0,92 0,93 0,98 0,90 0,89 0,92 0,88 0,92 0,99 0,98 0,91 0,96 0,95 0,99 0,99 0,92 0,89 0,87 0,97 0,90   0,96 0,91 0,9 0,90 

22 0,93 0,95 0,9 0,87 0,96 0,98 0,94 0,90 0,97 0,92 0,89 0,9 0,97 0,92 0,93 0,95 0,88 0,92 0,92 0,85 0,96   0,91 0,90 0,92 

23 0,90 0,91 0,99 0,95 0,96 0,99 0,92 0,95 0,97 0,87 0,9 0,8 0,95 0,92 0,97 0,87 0,9 0,91 0,95 0,94 0,91 0,91   0,95 0,92 

24 0,97 0,90 0,9 0,94 0,94 0,90 0,88 0,93 0,98 0,89 0,98 0,99 0,99 0,92 0,92 0,97 0,99 0,94 0,92 0,97 0,98 0,90 0,96   0,90 

25 0,90 0,89 0,87 0,88 0,97 0,91 0,90 0,95 0,94 0,94 0,8 0,94 0,98 0,93 0,88 0,94 0,91 0,94 0,95 0,99 0,90 0,92 0,92 0,90   
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Тable 8: The value of the indicators of the information measure of the coincidence of expert assessments 

 

 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 

1  0,4 0,9 0,3 0,8 0,8 0,4 0,9 0,8 0,7 0,8 0,6 0,7 0,4 0,3 0,3 0,5 0,9 0,3 0,9 0,6 0,4 0,3 0,3 0,8 

2 0,4  0,5 0,9 0,9 0,5 0,3 0,8 0,9 0,9 0,7 0,9 0,4 0,5 0,4 0,4 0,4 0,3 0,9 0,3 0,6 0,7 0,6 0,5 0,3 

3 0,9 0,5  0,7 0,4 0,8 0,6 0,7 0,6 0,8 0,4 0,9 0,9 0,6 0,5 0,6 0,8 0,4 0,5 0,9 0,4 0,9 0,3 0,5 0,3 

4 0,3 0,9 0,7  0,5 0,5 0,8 0,9 0,8 0,5 0,9 0,6 0,3 0,6 0,9 0,8 0,6 0,6 0,9 0,8 0,4 0,5 0,9 0,5 0,7 

5 0,8 0,9 0,4 0,5  0,4 0,6 0,7 0,7 0,7 0,3 0,8 0,5 0,7 0,5 0,6 0,5 0,4 0,6 0,7 0,5 0,4 0,3 0,4 0,4 

6 0,8 0,5 0,8 0,5 0,4  0,6 0,9 0,6 0,5 0,7 0,7 0,5 0,3 0,5 0,3 0,9 0,3 0,3 0,6 0,4 0,9 0,8 0,8 0,8 

7 0,4 0,3 0,6 0,8 0,6 0,6  0,4 0,5 0,5 0,4 0,3 0,8 0,9 0,8 0,4 0,3 0,5 0,8 0,5 0,9 0,6 0,6 0,8 0,6 

8 0,9 0,8 0,7 0,9 0,7 0,9 0,4  0,3 0,8 0,8 0,4 0,8 0,5 0,6 0,6 0,5 0,6 0,8 0,9 0,3 0,7 0,4 0,9 0,3 

9 0,8 0,9 0,6 0,8 0,7 0,6 0,5 0,3  0,4 0,3 0,4 0,5 0,5 0,5 0,6 0,6 0,8 0,8 0,6 0,6 0,3 0,6 0,5 0,7 

10 0,7 0,9 0,8 0,5 0,7 0,5 0,5 0,8 0,4  0,5 0,3 0,4 0,4 0,9 0,8 0,9 0,8 0,6 0,4 0,9 0,9 0,3 0,3 0,5 

11 0,8 0,7 0,4 0,9 0,3 0,7 0,4 0,8 0,3 0,5  0,4 0,3 0,7 0,8 0,3 0,6 0,3 0,4 0,8 0,7 0,7 0,3 0,9 0,5 

12 0,6 0,9 0,9 0,6 0,8 0,7 0,3 0,4 0,4 0,3 0,4  0,5 0,6 0,4 0,9 0,8 0,6 0,8 0,5 0,8 0,6 0,6 0,6 0,6 

13 0,7 0,4 0,9 0,3 0,5 0,5 0,8 0,8 0,5 0,4 0,3 0,5  0,4 0,8 0,9 0,5 0,4 0,4 0,3 0,5 0,9 0,7 0,3 0,8 

14 0,4 0,5 0,6 0,6 0,7 0,3 0,9 0,5 0,5 0,4 0,7 0,6 0,4  0,6 0,3 0,8 0,5 0,6 0,9 0,5 0,6 0,7 0,4 0,3 

15 0,3 0,4 0,5 0,9 0,5 0,5 0,8 0,6 0,5 0,9 0,8 0,4 0,8 0,6  0,7 0,6 0,5 0,5 0,5 0,9 0,3 0,8 0,5 0,4 

16 0,3 0,4 0,6 0,8 0,6 0,3 0,4 0,6 0,6 0,8 0,3 0,9 0,9 0,3 0,7  0,5 0,7 0,9 0,6 0,3 0,6 0,6 0,7 0,8 

17 0,5 0,4 0,8 0,6 0,5 0,9 0,3 0,5 0,6 0,9 0,6 0,8 0,5 0,8 0,6 0,5  0,8 0,4 0,4 0,3 0,9 0,4 0,3 0,4 

18 0,9 0,3 0,4 0,6 0,4 0,3 0,5 0,6 0,8 0,8 0,3 0,6 0,4 0,5 0,5 0,7 0,8  0,9 0,4 0,9 0,8 0,5 0,4 0,6 

19 0,3 0,9 0,5 0,9 0,6 0,3 0,8 0,8 0,8 0,6 0,4 0,8 0,4 0,6 0,5 0,9 0,4 0,9  0,5 0,7 0,8 0,9 0,8 0,9 

20 0,9 0,3 0,9 0,8 0,7 0,6 0,5 0,9 0,6 0,4 0,8 0,5 0,3 0,9 0,5 0,6 0,4 0,4 0,5  0,8 0,3 0,8 0,6 0,9 

21 0,6 0,6 0,4 0,4 0,5 0,4 0,9 0,3 0,6 0,9 0,7 0,8 0,5 0,5 0,9 0,3 0,3 0,9 0,7 0,8  0,8 0,5 0,3 0,3 

22 0,4 0,7 0,9 0,5 0,4 0,9 0,6 0,7 0,3 0,9 0,7 0,6 0,9 0,6 0,3 0,6 0,9 0,8 0,8 0,3 0,8  0,3 0,9 0,4 

23 0,3 0,6 0,3 0,9 0,3 0,8 0,6 0,4 0,6 0,3 0,3 0,6 0,7 0,7 0,8 0,6 0,4 0,5 0,9 0,8 0,5 0,3  0,5 0,4 

24 0,3 0,5 0,5 0,5 0,4 0,8 0,8 0,9 0,5 0,3 0,9 0,6 0,3 0,4 0,5 0,7 0,3 0,4 0,8 0,6 0,3 0,9 0,5  0,9 

25 0,8 0,3 0,3 0,7 0,4 0,8 0,6 0,3 0,7 0,5 0,5 0,6 0,8 0,3 0,4 0,8 0,4 0,6 0,9 0,9 0,3 0,4 0,4 0,9  
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Conclusions 

 
 It is substantiated that the effectiveness of the application of the system-functional approach in the management of 

innovative development of construction enterprises is influenced by a number of factors. Based on the application of the 

method of expert assessments, it is proved that these factors belong to heterogeneous groups according to different 

classification criteria. The constructed classification of factors has theoretical and applied value, as it clarifies their content, 

nature, significance and source of influence. These clarifications can be practically applied in the process of analytical 

processing of management information, in particular during the adoption of innovative decisions, in particular for the 

initiation and development of innovative projects in the field of construction business. 
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Abstract 
 
The international cooperation is one of stable development’s maintenance key factors of all countries in the world, and in 
the world political arena is a safety and harmonious development guarantor not only on regional, but also at the global 
level. The Russian Federation’s oil and gas industry sustainable development in the long-term and medium term directly 
depends on natural gas stable and regular supplies to the world market and, certainly, increases in export volumes. It can be 
reached by entering into the new perspective Asia-Pacific Region markets, and also by liquefied natural gas development. 
The Russian-Chinese cooperation has strategic character, without being limited to trade and economic relations. Interaction 
of Russia and China takes part at the economic strategy level and power diplomacy level. Two states’ cooperation has a 
number of unique advantages and the huge potential because the geographical proximity and the general extended border 
also serve as a positive factor for the mutually beneficial economic relations development. 

 

Keywords: International Economic Relations, International Business, International Cooperation, World Economy. 

 

Introduction 
 
The Russian Federation is by right the largest gas exporter in the world. The state's position on the global gas market 
largely determines the Russian gas industry development as a whole. According to BP (BP, 2020) review, in terms of 
proven gas reserves (38.0 trillion m3 – 19.1% of the total gas reserves in the world) Russia is on the 1st place in the world; 
in terms of its production (679 million m3 – 17% of the total amount of gas produced in the world) – on the 2nd place after 
the United States at the end of 2019. In the Asia-Pacific region, China is the largest natural gas consumer and the third 
largest gas consumer in the world (307.3 million m3 per year, which is significantly more than domestic production – 177.6 
million m3 per year), and its consumption is steadily growing along with the Chinese economy growth. In general, it can be 
noted that the Asian region is a world leader in both the growth rate of natural gas production and consumption as an 
environmentally friendly fuel. 
 
The Russian oil and gas industry’s sustainable development in the long and medium term depends directly on the natural 
gas supplies’ stability and regularity to the world market and, of course, an increase in export volumes. This can be 
achieved by entering new promising markets in the Asia-Pacific region, as well as by developing liquefied natural gas. 
 

Theory and Practical Overview 
 
Myasnikova et al. (2018) underline that the Russian gas industry development is largely related to the conditions and 
trends in the global gas market development, where significant structural changes and transformations have taken place 
over the past decade. Navrotskaia et al. (2018) note that to maintain its position and increase its presence in the world 
energy markets, the Russian Federation must be prepared for new challenges and threats. 
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The natural gas supplies’ reliability to world markets guarantees the Russian Federation's geopolitical interests’ 
development and strengthening in the world, and the funds obtained from the resources’ sale form a stable revenue source 
to the country's budget. In Russia, more than 90% of natural gas is exported by pipeline as the fastest and most reliable way 
to transport products. According to Tumin et al. (2015) study, this ensures faster turnover and profitability of this trading 
type. Ministry of Finance of the Russian Federation (2019) shows that in the Russian Federation’s budget revenues 
structure in 2019 oil and gas revenues is 44.7%. It is more than income from any other activity (table 1). 
 

Table 1: Main characteristics of the Russian Federation’s Federal Budget in 2019 and the planning period of 2020 

and 2021 years, in a billion rubles 

 

Indicator 2018 2019 2020 2021 

Revenue, total 18 747.5 19 969.3 20 218.6 20 978.0 

% GDP 18.5 18.9 18.3 17.7 

Oil and gas revenues 8 714.3 8 298.2 7 936.3 8 018.2 

% GDP 8.6 7.8 7.2 6.8 

Non-oil and gas revenues 10 033.2 11 671.1 12 282.3 12 959.8 

% GDP 9.9 11.0 11.1 10.9 

Source: Ministry of Finance of the Russian Federation (2019); compiled by the authors. 

 
The very fact that all revenues in the budget structure are divided into oil and gas and non-oil and gas revenues shows the 
importance of exporting natural resources abroad. The study by Ministry of Finance of the Russian Federation (2018) 
focuses attention that oil and gas revenues consist of mining resources extraction tax – slightly less than 67% of revenues; 
export customs duties – about 33%; excise taxes – 0.03%; tax on additional income from the hydrocarbons’ extraction – 
0.01%. This ensures that the largest gas production and processing projects, transport projects and socially significant 
gasification projects in the country will be paid back and maintained. 
 
However, according to BP (2020) review, in the world trade structure, China is not yet the largest Russian gas consumer, 
despite its territorial proximity, long common border and location of the gas-bearing Siberia regions. The general natural 
gas commodity movement structure across the world in the international trade process is shown in Figure 1.  

 

 

 
Fig 1: Major trade movements 2019 – trade flows worldwide (billion cubic meters) 

Source: BP (2020). 

 
BP (2020) review shows that in the total Russian gas exports’ structure, China occupies about 9%, losing to Japan, France 
and the EU. As of 2019, the Chinese economy imports natural gas mostly from Australia, Qatar, Malaysia, and Indonesia. 
Russia accounts for about 4% of all supplies, although China is a strategic partner of our country. This is due to a lack of 
pipeline capacity. This is why in this article we have reviewed the key trends and joint energy cooperation projects 
between Russian and Chinese oil and gas TNC supported by the governments of both countries. 
 
In the article by Tumin and Koryakov (2013) is shown that the relationship between energy consumption and economic 
growth is one of the most problematic issues of our time. This is especially true for Asian countries, which are becoming 
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the global industrial production’s engines. In particular, Lau et al. (2011) made studies of the correlation between energy 
consumption and the country’s GDP level can lay the foundation for the industries’, countries’ and regions’ strategy 
development for future generations’ sustainable development. In this regard, according to Ozturk (2010), for the main 
energy consumers on the Asian continent – China and India – it is necessary to develop practice-oriented hypotheses about 
the relationship between energy and the economy, considering that energy resources are often imported from other 
countries, as well as to form correlation and regression models for predicting the energy consumption and economic 
development prospects like in the study by Almozaini (2019). For example, for China, such an importer is Russia, so the 
relevance of such research is not in doubt. 
 
Issues of the BRICS countries’ energy security and innovative development are considered in the context of structural 
changes in the world gas and oil products’ trade. Rodionova et al. (2017) focus on changing the international trade’s 
fundamental model: from the natural resources’ production and use by developed countries to a multi polar world with 
many counterparties. Another important aspect is improving such resources’ efficiency using, not just increasing their 
consumption. The BRICS countries, in particular Russia and China and their largest oil and gas TNC, Gazprom and CNPC, 
should become leaders of such trends. The authors conducted a comprehensive study of the world energy trade structure by 
countries associations (BRICS, NAFTA and EU) and by energy resources types (oil, gas, coal, electricity). Conclusions 
were drawn on the need to expand new cooperation forms and include new products types in international trade. 
 
Larchenko et al. (2016) focus attention that the Russian Federation’s oil and gas industry has a number of limitations in 
development, primarily due to the possibility of using new fields and geological exploration. The oil and gas production 
dynamics, primarily in the Yamalo-Nenets Autonomous District (the largest production region), shows a clear trend 
towards a gradual decline in both energy resources’ production and consumption. This is largely due to a reduction in oil 
and gas fields’ reserves and a decrease in their profitability use due to the increased complexity and mining costs. 
Russian pipeline transport is the main hydrocarbons’ exporting way to foreign partners. However, in many ways, it is 
based on Soviet technologies and former geopolitical interests. In this regard, Pototskaya et al. (2016) make a conclusion 
that this transport needs a geopolitical and geographical transformation in the Russia's trading partners’ interests – which is 
evident in new projects for the oil and gas transportation to Turkey, Kazakhstan and China. 
 
Until recently, Chinese economic growth, which was higher than the global average and generally advanced the entire 
world economy, was driven by capital inflows and foreign investment. Jaramillo and Matthews (2005) found out that the 
money received provided leadership in the industrial and non-industrial goods’ production. But the downside of these 
achievements has been a reduction in the capital investments and natural resources efficiency use. China's economy and 
energy consumption study by Cui (2016) shows that the simultaneous industrial production and natural energy 
consumption resources growth lead to environmental pollution and do not stimulate the alternative energy development. 
The author of the study emphasizes the need to switch from a high-carbon to a low-carbon economy to reduce harmful 
emissions into the atmosphere. As such measures, we can present the Chinese government's plans (the 12th five-year plan) 
to increase the natural gas consumption (much more environmentally friendly than oil and coal), solar energy, and wind 
power. Considering this, An et al. (2020) believe that the People’s Republic of China (PRC) should cooperate with foreign 
countries on the sustainable development principles. Therefore, the Chinese government is reviewing its energy policy and 
developing new technological projects. 
 
Summing up the literature review, we can say that these authors generally view the prospects for Russian-Chinese 
cooperation positively. At the same time, they note a number of risks, primarily economic, that should be considered in the 
future. Now let's look at the practical aspects of Russian-Chinese relations. 
 
According to Techexpert (1996) Russian-Chinese cooperation in the energy sector began with the Agreement between the 
governments of China and Russia on joint deployment of energy cooperation signed on 25 April 1996. The agreement 
implies joint research within the framework of the oil and gas pipeline project, which is planned to transport natural gas 
from Eastern Siberia to China, as well as partnership in the energy sector. 
 
According to Techexpert (1997) the next step was the signing in 1997 of a Memorandum of understanding on the main 
economic, scientific and technical cooperation areas, which reflected the parties’ intentions and wishes. Three main energy 
projects were given priority in this document: Eastern (gas pipeline from Irkutsk region to China), Western (gas pipeline 
from Western Siberia to China) and the project for transferring excess electricity from Irkutsk region to China. 
 
On the Garant (2000) website is published that on July 18, 2000, another important document for the partnership relations 
development in the oil industry was signed: the Agreement between the Governments of the Russian Federation and the 
People's Republic of China on continuing cooperation in the energy field. In fact, it was about the oil pipeline construction 
to transport oil from Russia to China. 
 
During the second presidential term of Vladimir Putin (2004-2008), China's energy strategy changed and the energy 
cooperation scope with Russia expanded. And economic relations moved into the stable development era. As published on 
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the official site of President of Russia (2004), during the Russian President’s visit to China in October 2004 was signed a 
joint Russia and China Declaration, which stated that "the parties shall encourage cooperation in the energy sector with the 
aim of achieving real progress". As published on the official site of President of Russia (2006) Russian President Vladimir 
Putin made another visit to the People's Republic of China in March 2006, during which the joint Declaration was also 
adopted. This document stated that "partnership in the energy field is one of the main strategic interaction components 
between the two countries and is reaching a qualitatively new level".  
 
During this period of time, the parties managed to reach an agreement on the natural gas supply from Russia to China. This 
issue was previously raised in a 2004 agreement between Gazprom and Chinese Corporation CNPC. In March 2006, the 
companies signed a Protocol on natural gas supplies from the Russian Federation to the People's Republic of China for 68 
billion cubic meters per year. The document contained the following provisions: "Russian gas supplies were to be made 
from the Russian Unified Gas Supply System; China planned the gas transportation and gas distribution systems’ 
construction, cooperation in projects for the gas exploration, production, transportation and sale, as well as the 
underground energy storage facilities’ construction and operation." 
 
In March 2006, investment cooperation between Russia and China in the energy sector was put into practice. In Beijing, 
the Chinese company Sinopec and the Russian company Rosneft signed a Memorandum of cooperation and agreed to 
jointly acquire the assets of Udmurtneft. In April 2006, the companies entered into an option agreement in which Rosneft 
purchased shares of Udmurtneft from Sinopec if the Chinese company won a tender from TNK-BP to purchase Udmurtneft 
assets. Under the agreement’s terms, Rosneft and Sinopec were to create a joint venture to manage Udmurtneft production, 
with the Russian side holding 51% of the shares and the Chinese side holding 49%. In June 2006, TNK-BP recognized 
Sinopec as the winner in an open auction for the shares’ sale in Udmurtneft. Thus, Russian and Chinese companies became 
co-owners of Udmurtneft. This was the first precedent for China's strategic investment in the Russian fuel and energy 
complex’s assets. 
 
This stage of Russian-Chinese energy cooperation is also characterized by the joint ventures’ establishment both in Russia 
and in China. An example of such a joint venture was Vostok Energy, established in 2006 by Rosneft (51% of shares) and 
CNPC (49% of shares). This joint venture has acquired a license to use the two sites’ subsoil in the Irkutsk region. The 
following year, a similar joint venture was registered in China. The Chinese-Russian Eastern Petrochemical Company joint 
venture (49% of the shares are owned by Rosneft and 51% by CNPC) has developed a project to build an oil refinery with 
a 16 million tons per year capacity in Tianjin. The project also provides for the large petrochemical plants construction and 
a 300 automobile filling stations retail network creation. 
 
On March 22, 2013, the "Agreement between the Government of the Russian Federation and the Government of the 
People's Republic of China on cooperation in the Tianjin oil refining and petrochemical’s plant construction and operation 
and projects in the oil exploration and production’s field" was signed. This agreement grants to the joint venture 3 
exclusive rights: 
 

• The right to import crude oil independently; 
 

• The right of petroleum products and petrochemicals’ free export; 
 

• The right to sell the joint venture’s petroleum products and petrochemicals within the country. 
 
When implementing the above rights, the project’s financial and economic efficiency will significantly increase. 
Rosneft (2020) published the news that on May 16, 2014, Rosneft and CNPC signed a "Schedule for launching an oil 
refinery in Tianjin and supplying oil for processing at the specified plant". The refinery launch is planned for 2024. 
Another Chinese-Russian Petrochemical Company’s major project was the construction of Eastern Petrochemical 
Company in the Far East. This project provides for the largest oil refining and petrochemical complex construction in the 
Far Eastern Federal District. The project will solve a number of problems in the Far Eastern Federal District, including: a 
motor fuel’s local shortage and a high price for it. The implementation of the Eastern Petrochemical Company’s complex 
will also allow using the Asia-Pacific region’s market conditions with maximum efficiency and exporting final products 
with high added value. Eastern Petrochemical Company in the Far East has a number of advantages compared to its similar 
counterparts: 
 

• It is fully provided with its own raw materials. 
 

• The company is located in proximity to the sea and to the Eastern Siberia-Pacific ocean pipeline system. 
 

• It has a favorable geographical location close to the Asia-Pacific region’s markets. 
 

• Low unit costs in the petrochemical goods’ production. 
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In 2007, Rosneft and Sinopec signed a joint stock and operating agreement on joint activities for the Veninsky fields’ block 
exploration and development on the Sakhalin island shelf (Sakhalin-3 project). After the global financial and economic 
crisis of 2008, Russian-Chinese energy cooperation has reached a new level. In February 2009, a long-term agreements 
package within the framework of the Russian-Chinese energy dialogue was signed in Beijing between Russia's Rosneft and 
Transneft, on the one hand, and China's CNPC and the China Development Bank, on the other. The China Development 
Bank provided 20-year loans to Rosneft and Transneft ($15 billion and $10 billion). In addition, Russian companies signed 
a 20-year contract with CNPC to supply oil to China in the amount of 15 million tons per year. The Eastern Siberia – 
Pacific Ocean pipeline is used to transport the declared volumes from station Skovorodino to Datsin. 
 
In 2010, the Russia-China oil pipeline construction was completed, and it was officially put into operation on January 1, 
2011. In the first month of using the pipeline, 1 million 318 thousand tons of crude oil were pumped through it. Thanks to 
the Russian Federation, the People's Republic of China is provided with energy resources for a long time. Russia, in turn, 
has received the largest and most reliable energy market, which contributes to its diversifying energy exports strategy. 
 
On May 21, 2014, a "historic" agreement was signed between the Russian and Chinese sides, which were unprecedented in 
its nature and scale. This is an agreement signed by the Russian company Gazprom and the Chinese company CNPC. The 
agreement’s subject was the Russian gas export to China. Under the contract terms, the Russian side has committed to 
supply about 38 billion cubic meters of natural gas over 30 years. The first deliveries began in December 2019. To date, 
the infrastructure capable of providing a gas flow with a 38 billion cubic meters per year capacity has been prepared. The 
gas pipeline was named "Power of Siberia". The map is shown on Figure 2. 
 

 
Fig 2: Developing gas resources and shaping gas transmission system in eastern Russia 

Source: Gazprom (2020). 

 
This gas pipeline connected the Yakut and Irkutsk gas production centers, passed to Blagoveshchensk and then to China. 
Under the terms of the agreement, the construction was carried out jointly and at the expense of both parties (more than 1 
trillion rubles). At the second stage, a section will be built from the Kovyktinskoye field in the Irkutsk Oblast to the 
Chayandinsky field – about 800 km. It is planned that the field will be put into operation at the end of 2022. The third stage 
is the gas transmission capacities expansion in the section from the Chayandinsky field to Blagoveshchensk.  
 

Research Methodology 

 
Research methodology included an analysis of key regulatory documents in the field of Russian-Chinese cooperation both 
at the state level and at the level of transnational corporations. The fundamental importance of energy exports for the 
Russian economy, foreign economic sanctions and recent political events, including difficulties in the construction of the 
Nord Stream 2 pipeline, determine the reorientation of Russian gas and oil suppliers to Asian markets. China, as the largest 
consumer of energy resources in the world, is a promising and growing market for Russian companies. 
 
As part of the study, we set out to evaluate existing projects from the social significance point of view, as well as from the 
development of Russia's geopolitical influence in the Asia-Pacific region point of view. 

 

 

Results 
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We can distinguish the following results of our research: 
 
1. In total, about 3,000 people are involved in servicing the gas transport system, which creates new jobs. Increasing the 
local population’s employment, as a result of the gas transportation system construction, is critical for the Far Eastern 
Federal District. The fact the study by Federal state statistics service (2020) proves that in the region, the unemployment 
rate in 2019 was 6%, which is 2.4% higher than the national average. Thus, this gas pipeline construction has reduced the 
overall unemployment rate by about 1%. Among other things, the Power of Siberia gas transport project will contribute to 
the Russian territory’s gasification. 
 
2. A new pipeline, the Power of Siberia-2, is currently under construction. There is no contract with China for the second 
route yet, but Gazprom has already started design and survey work, since Gazprom may not have enough resources to 
fulfill its contractual obligations under the first pipeline to China, and the second route opens up opportunities for supplies 
from already explored fields with proven gas reserves. 
 
3. The further development of Russian-Chinese relations will be based on the growth of energy consumption and energy 
efficiency. The volume of mineral reserves will steadily decline. Consequently, it will be necessary to solve the problems 
of increasing the percentage of recovery of reserves and the efficiency of energy consumption. Such inter-state and inter-
corporate projects will contribute both to the growth of counterparty profits and social efficiency on both sides of the 
border through the creation and renewal of energy infrastructure. 
 
4. The authors see promising projects for the development of renewable energy in Russia with the participation of Chinese 
partners. The regions of Eastern Siberia and the Far East are a giant reservoir for extracting wind and solar energy. New 
sectors of the economy will develop: offshore energy, processing of solar panels and wind turbine blades, engineering of 
unmanned aerial vehicles to control installations located in hard-to-reach areas. This will automatically lead to the 
development of the service sector and the creation of new labor markets. 
 
5. The reorientation of Russian energy to Asian markets is almost an accomplished fact, as more and more countries in 
Western Europe are reorienting either to other types of energy or to other suppliers. Russian-Chinese relations are 
developing against the backdrop of a difficult international situation. The strategic partnership between Russia and China 
has acquired a new regional and a global dimension: countries are taking on increasing responsibility for maintaining 
international peace, reforming multilateral institutions, and creating a new world order. 
 
6. Cooperation on the platforms of the Shanghai Cooperation Organization and BRICS is a priority for Russia and China. 
Today, the associations face similar strategic challenges related to the need to reform them and improve their performance, 
to develop the economic component within both associations and to form an expanded network of partnerships based on 
them. COVID-19 pandemic also demonstrated the importance of developing cooperation in the field of global health at 
these two sites. We could use the dual chairmanship of the Russian Federation in the associations to eliminate problems 
and barriers that hinder the promotion of cooperation in key areas, including trade, finance, innovation and others. 

 

Conclusions 
 
Based on the results of the study, the authors made the following conclusions: 
 
1. The Russian-Chinese cooperation is of a strategic nature, not limited to trade and economic relations. Interaction 
between Russia and China is an interaction at the economic strategy and energy diplomacy level. Cooperation between the 
two States has a number of unique advantages and enormous potential. 
 
First, the Russian Federation is a reliable partner for the People's Republic of China and an energy resources’ stable net 
exporter on a long-term basis. At the same time, China is a large and stable market for hydrocarbons from Russia. 
 
Secondly, geographical proximity and a common long border also serve as a positive factor for the mutually beneficial 
economic relations development. The two countries’ common border and neighborhood provides convenient and safe 
resources’ transportation, which at the present stage plays a key role in choosing partners. 
 
Thirdly, Russian-Chinese cooperation in the fuel and energy sector is based on a political agreement on strategic 
cooperation in the XXI century. The States’ positions in modern international politics’ matters are similar in many ways: 
both Russia and China are opponents of a unipolar world and advocate a new balanced, stable and democratic order. 
 
Fourthly, the States’ interaction in the energy sector is based on a solid legal framework that has been created over many 
years. We would like to pay special attention to the fact that in May 2008, the Russian Federation and China reached an 
agreement on the mechanism for the Russian-Chinese energy dialogue creation at the Vice-Premier level, which served as 
a strong impetus for further cooperation in the energy sector. 
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2. China's demand for energy resources, even considering its production, significantly outstrips the supply. Therefore, the 
existing pipeline capacities of Russian companies are clearly insufficient. The conclusion is that it is necessary to invest in 
the construction of pipelines capable of delivering oil and gas not only to the northern, but also to the southern regions of 
China. 
 
3. The COVID-19 pandemic, which broke out in early 2020, has become a serious challenge for relations between Moscow 
and Beijing. The growing uncertainty in international relations, the global recession, and the escalating global and regional 
problems require closer coordination of the positions and joint actions of Russia and China. Relations between Russia and 
China are at the highest level in history, and there is still considerable potential to promote practical cooperation in a wide 
range of areas. Adhering to the principles of political equality and mutual respect, Moscow and Beijing should jointly 
develop a long-term strategy for the development of relations, including specific goals and objectives in key interaction 
areas. 
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Abstract  

 
The starting point of this article is the concept of "Educated Romania" which was developed by the Presidential 

Administration. This concept is based on a strategic program to increase the quality of the Romanian education system at 

all levels. In this context, the article presents certain expected objectives specific to the Romanian educational system such 

as: permanent internet connection; the increased dynamics of the professions; population decline and aging; increased 

urbanization of the population around dynamic cities; an increase in the diversity of families; the emergence of new 

approaches to participatory democracy; increasing ethnocultural diversity; advanced robotization; increasing the share of 

services in the economy. 

 

Keywords: Education, Project, Reform 

 

Introduction 

 
“Educated Romania” is the national project initiated by the President of Romania, intended to support the redefining of the 

society based on values, the development of a success culture based on performance, hard work, talent, honesty and 

integrity. Entering the second century of existence as a modern and unitary state, it is imperative for education to gain a 

solid and predictable foundation, on the basis of which the road to an Educated Romania to continue [4,7].  

 

The “Educated Romania” project serves as the most comprehensive and long-lasting public consultation implemented thus 

far in the field of education public policies. This endeavour expresses the desire of the President for each Romanian to have 

the opportunity to contribute to the project. The consultation originated from the expectations of the entire society and 

today it turns back to society, in advance of finalising the results.  

 

Ever since the beginning, the “Educated Romania” project has been future-oriented, the entire approach striving to meet 

the challenges of the following decades. In this regard, since 2016, the Presidential Administration has initiated a 

comprehensive public debate in the matter of education in Romania, structured in 3 phases. Each of these phases are 
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depicted in detail on the dedicated website of the project: www.romaniaeducata.eu, where one can examine the results 

subject to public debate and uncover more about how one could participate in the debate.  

 

The “Educated Romania” project aspires to be the starting point for everything that a genuine national project implies. 

“Educated Romania” is the project of the future generations, the foundation on which the Romania of the next hundred 

years could be built. A project of such significance for the fate of a nation must be open to all who want to contribute, 

responsibly, in order to make its implementation feasible. 

  

Romania has an outstanding development potential, and the people are its most valuable resource. In order to harness this 

resource, however, it is essential for the education to regain the importance it deserves. Education gives direction to life, as 

well as to a country.   

 

It is paramount in education to have a consensus, vision and continuity [1-3]. An Educated Romania shall be built both by 

each and every Romanian individually and by all Romanians together. Thus, this project stands as the most comprehensive 

and long-lasting public consultation implemented in this field hitherto.  

 

The foundation of this programme is built on clear objectives. Therefore, any interested actor must have the opportunity to 

contribute and, consequently, the project should secure the legitimacy and stability of a vision for education, committed on 

a national level. In such a way, anyone who would have decisional power in the future would transpose the outcomes of 

this project into other more concrete projects, under the pressure of the Romanian citizens.  

 

The Phases of the “Educated Romania” Programme 

 
The first phase (2016-2017) implied a series of eight consultation sessions in regards to the vision and the country 

objectives for education (regional debates), the development and dissemination of an online questionnaire, 35 consultation 

events organised by third-parties etc. 

 

The second phase (2017-2018) began with the vision elements previously identified, in order to recommence the 

consultation concerning the education strategy in respect to the 2018-2030 horizon.  

 

Thus, the Presidential Administration has established 7 working groups meant to expand on the outcomes of the first phase 

with a set of exhaustive strategies, in relation to the following priority topics [7]:  

 

 didactic career 

 the equity of the education system 

 the professionalization of the management of education 

 quality professional and technical education 

 autonomy, quality and internationalisation in tertiary education, early education accessible to all 

 the evaluation of pupils and students.  

 

The documents produced by the working groups and the outcomes of the events in the first phase have been aggregated in 

a unitary file. 

 

In the third phase (2018-2020), the integrated result of the preceding endeavours has been launched for public debate in the 

frame of the event organised on December 5th 2018 at the Cotroceni Palace, being available on the website 

www.romaniaeducata.eu, in the section “Outcomes of the project”.  

 

Further, anyone interested are encouraged to express their opinion at the e-mail and to participate in the events foreseen in 

the following period. In addition, the Presidential Administration shall organize four debates on the following topics: 

 

● Gouvernance in education  

● Funding 

● The architecture of the curriculum and 

● The impact of the digital society on education. 

 

Nevertheless, those who wish may still register events under the umbrella of the “Educated Romania” project.  

 

Moreover, in this period, the Presidential Administration has realised a project in pursuance of finding resources for 

drafting public policy documents that should develop and finalise the objectives of the “Educated Romania” project and, 

thus, harness the international expertise in the field in order to support a national reform. 
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The project has been funded through the Structural Reform Support Programme (SRSP) of the European Union and 

implemented in the 2018-2019 period jointly with the European Commission. The latter has outsourced the Organisation 

for Economic Co-operation and Development (OECD) in the interest of drafting the four policy briefs set out in the 

project. They have addressed the following topics [5,6]: 

 

● didactic career  

● management of education 

● equity 

● early education 

 

All of them complete the “Educated Romania” propositions with best practices examples from the international 

environment and with suggestions for action to contribute to reaching objectives striven for 2030.  

 

The documents have been publicly launched in an event organised by the Presidential Administration, at the initiative of 

the Romanian President, at Cotroceni Palace, on January 29th 2020.  

 

In the frame of the conference, there have been presented additional recent studies of national and international institutions, 

relevant for the education system, and an interinstitutional dialogue has been launched in regards to the future of the 

funding of education in Romania, in the context of the agreed priorities within the “Educated Romania” project.  

 

The “Educated Romania” project is the most comprehensive and long-lasting public consultation implemented thus far in 

the field of education public policies. In this respect, the following aspects are of utmost importance:  

● Over 10 000 people directly involved in the first two phases;  

● Over 8 000 respondents to the online consultation; 

● Over 1 200 participants in the regional debates; 

● Over 140 group members in the 7 thematic working groups (more information on the composition of the 

working groups is available here); 

● Over 60 events organised under the umbrella of the project, by other interested parties (details are 

available here and here); 

● 8 regional debates organised by the Presidential Administration 

● 4 public policy documents drafted by OECD. 

 

Critical Aspects regarding the implementation of the “Educated Romania” project  

 
From the professional experience of the authors of this article, who carry out their professional activity in the Romanian 

education system (primary, undergraduate, tertiary and postgraduate levels), it can be conclusively said that the 

implementation of the “Educated Romania” project has been flawed. 

 

The main reason behind said flawed implementation is the poor funding of the education system, an aspect that has not 

been sufficiently taken into account in the frame of this programme. Thus, despite that in specific laws it is set out that that 

education in Romania should get 6% of the Gross Domestic Product (GDP), the Romanian education system is still 

underfunded (receiving only about 2% of the GDP). This aspect reverberates, unfortunately, with a negative effect, at all 

levels of the Romanian education system.  

 

Another aspect referring to the flawed implementation of this programme has been the poor communication from the 

administrator of the programme in regards to the results of its implementation. 

 

The lack of investments in the dedicated infrastructure for the education system is yet again another reason behind the poor 

application and implementation of this national programme. 

 

An additional negative aspect of the implementation of the “Educated Romania” project is the public debate, being 

relatively limited and superficial. Large numbers of ideas and demands which have been expressed have been insufficiently 

taken into account. 

 

Conclusions 

 
The main goal of the “Educated Romania” programme has been raising the quality level of the Romanian education 

system, at all levels: primary, secondary, tertiary, undergraduate, graduate and postgraduate. Unfortunately, this goal has 

been barely reached, euphemistically speaking.  
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The poor funding of the education system and the lack of specific investments in this field are the main causes of the 

failure of reaching the aimed-for goal. 

 

The human resource working in the education system, teachers, professors, lab technicians, technical staff, are good and 

well-known internationally, as well. However, regrettably, this human resource, the most important capital of the 

Romanian education system, is still insufficiently appreciated and taken into consideration.   
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Abstract 

 
A funny thing that you discover when you start measuring work is that it varies within an organization more than between 

one organization and another. The inconsistency in measuring performance that was present before COVID-19 has amplified 

after the virus appeared. This mainly happens because of the discrepancies between the leadership styles and the beliefs 

about what is performance and how it needs to be measured, adding the confusion regarding the choice of adjusting of not 

adjusting the expectations. Management & leadership representatives agree that nowadays the fundamental particularity of 

a performance management should be focusing on people because they can make a difference, raising the level of 

performance over time. During COVID-19 pandemic crisis, managers all over the world agreed that the best way to approach 

performance management is with more flexibility, empathy, indulgence and compassion. Also, finding ways to show 

appreciation and recognition for the employees that stay committed during those difficult times is a very important factor 

that plays a role in the level of performance in organizations. Management representatives believe this helps amplify the 

employee engagement, morale and productivity during the crisis. 

 

Keywords: Performance Management, Leadership, Results, COVID-19, Pandemic Crisis, Benchmarking. 

 

Introduction 
 

Covid-19 is an infectious disease caused by the most recently discovered coronavirus. This virus and disease were not known 

before the outbreak in Wuhan, China, in December 2019. The Covid-19 outbreak disrupted all the industries and regions 

across the world which affected the ability of the people to travel. (World Health Organization, 2021) 

 

In January 2020, the first research was initiated to identify potential treatments for the disease. Since the virus was first 

identified, multiple adult drugs were proposed to help treat the disease. According to Russia's Ministry of Health, the drugs 

ribavirin, lopinavir / ritonavir and interferon beta-1b can be used to fight coronavirus. Also, China has patented the use of 

remdesivir for this disease. Looking on the bright, currently the authorized vaccines are the ones provided by Pfizer-

BioNTech and Moderna and other three companies have vaccines in Phase 3 of clinical trials: AstraZeneca, Janssen, 

Novavax. (Centers for Disease Control and Prevention, 2021) 

 

Leaving this aside, the Covid-19 pandemic crisis has brought unexpected and fast-moving variables. Some of the companies 

have developed strategic plans to handle the crisis and others were not prepared to handle the difficulties that were coming 

along with the pandemic. Even if the negative effects of the pandemic are difficult to assess, companies moved from reacting 

to mitigating the negative impact, fact that sustains the need to focus on a strategy that will support the plan. (Sarin, 2020) 

This paper is structured in a way that helps the reader understand better the importance of measuring performance during 

challenging times and why it’s important to have a rewards and recognition program implemented in the company. 

Rethinking the performance parameters is crucial for surviving through this period full of uncertain, mainly because the 

existence of a plan regarding the recognition of the employees that go above and beyond will keep the morale high. 

 

Literature Review  

 

Managing business through crisis 
 

One of the most important differentiators between an effective and regressive performance management is the 

implementation of a performance management strategy than can make a difference in the level of performance and results. 
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Certain data on performance can provide a better picture of the employees that go above and beyond and also, provide ways 

to reward them, taking into account their current needs. (Ahmed, 2020) 

 

During challenging times, a very important part of surviving is to rethink the strategy and measure performance different 

than before. The process of measuring the performance is not the same for every company, it’s not a one-size-fits-all 

approach, even though we can identify some guidelines that can help during the crisis period. 

 

 Redefine performance and the purpose of it 
 

Working environment is now a different experience than it used to be before the COVID-19 pandemic crisis. During 

uncertain times, it’s very hard to establish a set of performance parameters that will work for the entire crisis period so 

managers need to continuously identify and communicate the changes to the entire workforce. (WIGERT & BARRETT, 

2020) 

 

For example, some of the employees might work remotely, return to the office or be essential in roles on the field. Also, 

some crucial questions are:  

•  Performance is represented by the number of worked hours or by completing the tasks at the end of the day?  

•  Performance should be measured daily, weekly or monthly? 

 

Measuring performance while rethinking the strategy 
 

Looking different at the performance management it’s very important during challenging times. HR Head of Cargill 

India is stating that he discovered four steps to relook at the performance management (Hasan, 2020): 

•  Simpler processes and goals that align to the business needs and new ways of working protocols; 

•  Constant discussions between employees and managers followed by feedback, goals review, coaching and 

adjustment during the crisis; 

•  Flexible and more dynamic goals linked with the business strategy and adaptable to the current business, dynamic 

environment; 

•  Assessments focused on the qualitative part of the employee achievements and contributions to the business success 

and also, on the development opportunities.  

 

 Benchmarking  
 

Benchmarking is the process of measuring business processes and company performance against the best company in the 

same field. Benchmarking answers the question "what benchmark do we use when evaluating an organization's 

performance?" (Marinas, 2004) 

 

Competitor research is neither better or worse than benchmarking. It’s very important to understand what the differences are 

between the two practices and decide what tool will add the most value to the company. The table below shows the main 

differences between Benchmarking and Competitor research. 
 

Table 1: Benchmarking vs. Competitor Research 
 

Benchmarking Competitor Research 

Focus on the best practices Focus on performance measures 

Continuous improvement Quick fix or immediate response 

Necessary to sustain a competitive edge Good to “have it” 

Adjusted according to the customer needs after the 

examination of the best company 

Mirroring another business process or company 

 

Source: Adapted from Benchmarking Versus Competitor Research (Stroud, 2020) 

 

The key steps of the benchmarking process are (Riley, 2020): 

 

 Understand the current business process and identify the gaps; 

 Document the business process of other companies; 

 Compare own results with what other companies analyzed; 

 Implement the findings to recalibrate and remove the performance gaps. 
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It’s necessary for the companies that choose to implement benchmarking as a good practice to be aware that in order to be 

effective it needs to be an ongoing process.  

 

Research methodology 
 

This research paper includes an analysis of different publications and scientific articles that were consulted in order to 

illustrate the importance of performance management, measuring performance and ways to obtain it during crisis period 

while having employees with high morale.  

 

Research was made into numerous sources like databases, articles, books, reports, archives of different journals. The aim 

was on the following areas: performance management, COVID-19, employee engagement during crisis.  

 

The method used is descriptive and quantitative, mainly because the subject is current and very widely discussed.  

 

Results and Discussions  
 

This paper contributes to the existing literature providing a better overview of the difference that a good strategy can make 

during challenging, fast-moving times and why is better to establish a rewards and recognition program that will keep the 

employee motivated.  

 

Introducing a company recognition program is a good start because that will ensure the employees with excellent results that 

they are seen and recognized for their results. ELMO’s 2020 HR Industry Report has shown that 13% of the surveyed 

professionals are not having a formal recognition and reward program and 40% have informal programs. (Elmo Cloud HR 

& Payroll, 2020) 
 

 
Image 1: Top non-financial rewards and recognition methods 

 

Source: Author own research 

 

Above are just some of the non-financial forms of rewards and recognition methods that can boost the morale of the 

employees, especially during those challenging times. WorkHuman stated that companies with no recognition programs are 

3 times more passible to have a negative work experience. On the other hand, a research conducted by SHRM has shown 

that 35.7% are more likely to have a better impact on financial results if a reward and recognition program is implemented. 

(Lillis, 2020) 

 

Due to the worldwide pandemic management had to explore some alternatives to keep the business alive. Since people were 

not allowed to come and work at the office, rethinking the strategy and relocating everything was a viable option. The new 

workplace was virtual and totally different from what we were used to. It’s critical to realize that working from home is 

different in the way that the personal lives of the staff plays a role in the level of performance. (Fogarty & et al., 2020) 

Top non-financial 
rewards and 
recognition

Flexible 
working

Extra 
leave/days off

Offer the 
possibility to 

learn new 
skills

Promotions or 
career growth 

Recognize top 
employees on 

the social 
media tools

One-on-one 
virtual 

meetings 
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Benchmarking can also be a good idea because involves looking outside of the organization, business, industry or region and 

examine how performance goals are achieved by others and what process they use to accomplish the results. Mainly, 

benchmarking offers guidance and explains the processes behind brilliant performance during challenging times. 

 

Conclusions 
 

The results of this research paper have shown that organizations must be prepared for anything or at least be able to have a 

quick reaction that will help mitigate the negative effects. Looking at the current pandemic status is good to have a short-

term action plan and be prepared to renew it every time a change occurs.  

 

Redefining the performance parameters and adjusting the goals can make just a superficial difference in redesigning the 

performance strategy but it is very important to ensure an effective implementation. Companies need to keep in mind that is 

essential to not only redefine the performance parameters but also the company purpose and afterwards communicate it to 

the entire workforce.  

 

Benchmarking can also be a good strategy option. It’s very important for the companies that choose to implement 

benchmarking as a good practice to be aware that in order to be effective it needs to be an ongoing process. 

 

Also, some employees are now working from home and pressed to meet the performance expectations. That’s why companies 

need to have a good reward and recognition program. 

 

Overall, challenging times can offer the opportunity to improve the company performance once the pandemic will end. 

Mainly, companies that will thrive at the end will be stronger than ever, with a higher level of performance and happier 

employees. For the companies that were forced to close doors will be a change to reborn and be stronger and wiser versions 

than before. 
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Abstract 

 
The paper utilizes the comparative analysis of unemployment rates in the United States and China. The obtained primary 
data on unemployment rates in various time intervals were compiled on categorized line charts by assigning / subordinating 
to the considered time series separate scales on additional X and Y axes - in order to detect the regularities governing the 
given phenomena. Due to the largest increase in the unemployment rate in the history of the United States during the COVID-
19 pandemic, 51 states were subject to the study. The analyzes used constant-base dynamics indicators. The study ends with 
a summary and conclusions. 
  

Keywords: unemployment, unemployment rates in the USA, multivariate analyzes, economic security. 

 

Introduction 
 
The rationale for undertaking the research was the observation of large increases in unemployment rates caused by the 
COVID-19 pandemic in the leaders of world economies, which are the United States and China. In addition, a critical analysis 
of the literature revealed the lack of multivariate comparative analyzes of unemployment rates in the United States and China 
during the world's progressive COVID-19 infectious disease. 
 
The aim of the study is to conduct a comparative analysis of unemployment rates in the United States and China. The subject 
of research are the United States and China, and the object of research are the unemployment rates. 
 
The research methods were applied, which included the analysis of the literature on the issues related to the unemployment 
rates in the United States and China, multivariate analyzes and economic security. The research used research tools in the 
form of categorized line charts. 
 
The study consists of an introduction, three content-related sections, a summary and conclusions. 
 

Analysis of the literature on the subject of the research  
 
The analysis of literature and own experience show that the strongest economies in the world in terms of economy are China 
and the United States. It should be emphasized that there are about 1.4 billion people in China [17], and in the United States, 
332 million people [17]. The observations clearly show that China has a much greater potential of the labor force than the 
United States, and the number of unemployed should be similarly higher here. The study attempts to perform a comparative 
analysis of the unemployment rates in China and the United States before and during the COVID-19 pandemic. The analysis 
of the literature on the subject of the research began with explaining the term unemployed. According to the researchers, 
these are people who are not employed who are looking for a job, including accepting the current salary [1]. 
 
In December 2019, the first cases of the infectious disease COVID-19 appeared in Wuhan, China [8,3]. Due to the rapid 
spread and increasing human mortality, the disease was declared a global pandemic on March 11, 2020 [7]. Individual 
countries have introduced their own regulations and tightening measures to counter the pandemic. There is anxiety among 
the people and there is a lack of preparation for the situation in many countries [4]. The first decisions of individual countries 
were to close borders and limit passenger transport. This in turn translates into lower demand for crude oil and leads to global 
drops in its prices [2], even to the level of USD 9 per barrel. A further effect of the prevailing pandemic is the rise in 
unemployment in such economic powers as China and the United States.  
 
The pandemic in China, the world's second largest economy, was the first country to wreak havoc and forced millions of 
people to look for work. The analysis of secondary data shows that it is difficult to capture the full phenomenon of 
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unemployment in this country, as the official unemployment rate takes into account only the number of unemployed in urban 
areas, which has not exceeded 4% for years. In February 2020, the unemployment rate reached 6.2%, and in the following 
month it fell to 5.9%. China's government figures show that over 27 million people have remained unemployed. These 
official figures do not include large sections of the rural community in statistics, nor the enormous 290 million migrant 
workers who belong to the typical working class. Unofficial information indicates that around 80 million people in China 
may have lost their jobs from January to February [9]. 
 
On the other hand, the highest level of unemployment during the pandemic in the largest economy in the world, the United 
States, was recorded in April 2020 at the level of 14.7%. It should be emphasized that from February to March 2020 the 
unemployment rate increased by 11.2 percentage points. About 20.5 million people lost jobs in the United States during this 
time [10]. 
 
The analysis of the literature shows that the highest unemployment in the United States was recorded during the Great 
Depression of 1929-1933. The maximum recorded unemployment rate was 25.59%. The immediate cause of the Great 
Depression was the stock market crash caused by easy access to loans and overproduction. The crisis has spread to all 
economies in the world. This in turn has led to enormous unemployment [12]. 
 
When analyzing the world's financial crises, never in history has there been such a rapid increase in unemployment in the 
United States as it did during the COVID-19 pandemic. Increases in unemployment are observed in every country during 
this period, including the first stage of the COVID-19 emergence in China. This became the basis for a comparative analysis 
of unemployment rates in the United States and China. The research was conducted in the aspect of economic security.  
 
The analysis of the literature shows that economic security is the certainty of the survival and development of the state's 
economic system and the maintenance of its international position [6]. 
 
A multivariate comparative analysis was used to conduct the research. It consists in ordering a relatively homogeneous set 
of objects in order to make decisions [4]. The grouping method was used in the research.  
The research began with a analysis of the unemployment rates in the United States and China. 
 

A comparative analysis of unemployment rates in the United States and China 
 
The research began by presentation (Fig. 1) of data on unemployment rates in the United States and China: January 2018 to 
October 2020, and in the United States from April 1, 1929 to June 1, 1942. 

 USA - Unemployment - 2018 JAN - 2020 OCT - (X1; RIGHT Y2)

 CHINA - Unemployment -  2018 JAN - 2020 OCT - (X1; RIGHT Y1)
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Fig. 1:  Presentation of unemployment rates in the United States and China from January 2018 to October 2020 

(Left Y1 axis and X1 axis - unemployment rates in China from January 2018 to October 2020; left axis Y2 and X1 

axis - unemployment rates in the United States from January 2018 to October 2020) [15; 13] 
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For illustrative purposes, in order to emphasize the trends in the three functions considered in Figure 1, different scales of 
the X and Y axes were assigned to them. The scale was assigned in the form of the right 2nd Y axis and the 1st X axis to the 
first time series of unemployment rates from January 2018 to October 2020 in the United States. On the other hand, a scale 
was assigned in the form of the right 1st Y axis and the 1st X axis to the second time series of unemployment rates in China 
from January 2018 to October 2020.  
 
It should be emphasized that the rise to such a high level of the unemployment rate took place over a long period of time 
spanning several years. In contrast, in 2020, during the COVID-19 pandemic, a large increase in the unemployment rate was 
observed over a short period of time. In the United States, from February to April 2020, the unemployment rate increased by 
11.2 percentage points, to 14.7%. Such a strong increase in the unemployment rate in such a short time has not been recorded 
in the entire history of the United States. About 20.5 million people lost their jobs during this time 
[https://businessinsider.com.pl/twoje-pieniadze/praca/bezrobocie-w-kwietniu-2020-r-w-usa-spowodowane-
koronawirusem/gk157xg; as of November 25, 2020]. Similar to the United States, increases in unemployment rates triggered 
by the COVID-19 pandemic were recorded in China. From January to February 2020, the unemployment rate increased by 
0.9 percentage points to the level of 6.2%. From the data presented on the websites 
[https://biznes.wprost.pl/gospodarka/10324220/do-80-mln-dojdzie-kolejnych-9-mln-bezrobotnych.html; as of November 
25, 2020] about 80 million people may have lost work in China by the end of March. 
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Fig. 2. Presentation of unemployment rates in the United States from April 1929 to June 1942 [11] 

 
The Figure 2 presents unemployment rates in the United States from April 1929 to June 1942. The observation of the data 
presented in Figure 2 allows for the conclusion that the highest unemployment rate in the United States was recorded during 
the Great Depression (1929-1933) on May 1, 1933 and amounted to 25.59%.  
 
The highest growth rate of unemployment rates was visible in the United States from April 1, 1929 to May 1, 1933. The 
growth of constant-base dynamics indicators (constant as of April 1, 1929) was 3608.7%. It should be emphasized that the 
growth continued for four years. In the 21st century, however, with the emergence of the infectious disease COVID-19, 
further large jumps in unemployment rates were recorded. When considering the leaders of world economies such as the 
United States and China, it was observed that in the short term in the United States from February to April 2020, 
unemployment rates increased by 273.17 percentage points. In China, on the other hand, from January to February 2020, an 
increase of 18 percentage points was observed. 
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Due to the higher dynamics of unemployment rates in the United States than in China, the United States was subjected to 
further research during the COVID-19 pandemic. 
 

A comparative analysis of unemployment rates in the 51 states of the United States 
 

In the United States, an attempt was made to analyze the changes in unemployment rates in 51 US states as the infectious 
disease COVID-19 spreads. To conduct the research, the absolute changes of unemployment rates (constant as of January 
2020), in 51 states of the United States, were calculated. The results are outlined in Figure 3. 
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Fig. 3. Presentation of data on absolute changes of unemployment rates for 51 states of the United States from 

January to September 2020 [16] 
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The data in Figure 3 shows that from March to April 2020, a strong upward trend in unemployment rates was visible in 51 
states of the United States. On the other hand, from April to September 2020, a downward trend was observed. The highest 
median of the constant-base dynamics indicators of unemployment rates in the month group in 51 analyzed states of the 
United States in 2020 (from January to August; January 2020 constant) was in April and amounted to 381.58%. The second 
place in the ranking in terms of the value of the median of the constant-base dynamics indicators was taken by May with the 
result of 339.02%. However, the third place in the ranking was taken by June with the median of 264.86%. Figure 1 shows 
that the largest standard deviation from the arithmetic average of unemployment rates was in May 2020 and amounted to 
138.15$. April was second with a median of 136.05%. June came third, with the median amounting to 104.49%. 
 
The highest growth of the constant-base dynamics indicators in 51 analyzed states of the United States was recorded in 
Hawaii with the result of 870.37% in May and 825.93% in April. The second state of the USA with the highest increases in 
the constant-base dynamics indicators was Nevada, where from January to April 2020 an increase of 668.11 percentage 
points was recorded. 
 
The next stage of the research is to analyze and rank the increases and decreases in the US unemployment rates (raw data) 
in 51 states during the spread of the COVID-19 infectious disease. To this end, Figure 4 plots a categorized line chart of 
unemployment data in 51 states of the United States for the following months of 2020: March, April and September. 
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Fig. 4 Presentation of data on unemployment rates in 51 states of the United States for the following months of 

2020: March, April, and September [16] 

 

In the three functions outlined in Figure 4, representing the unemployment rates in 51 states of the United States, it was 
observed that the highest results were recorded in April. The median of the analyzed data in April was 12.90%. September 
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was second with a median of 7.4%, while March was third with 4.18%. When analyzing the data on the unemployment rates 
in the USA in 51 states in April 2020, it was observed that the leading positions in the ranking in terms of the highest level 
of unemployment rate were taken by the following states: Nevada - 28.3%; Michigan - 22.7% and Hawaii 22.3%. The 
remaining 48 states of the United States hovered around the level of 12.76% of the unemployment rate in April 2020. The 
lowest unemployment rate in April 2020 was recorded in Connecticut - 8.1%. 

This was followed by an examination of the biggest increases in unemployment rates in 51 states of the United States in the 
period from March to April 2020. The ranking (from the highest to the lowest values) shows that the top three positions are 
taken by the following states: Nevada: 22 percentage points, Hawaii: 19.7 percentage points, Michigan: 18.6 percentage 
points. The remaining 48 states oscillated around the arithmetic average of unemployment rates at 8.59%.  
 
When looking at declines in US unemployment rates in 51 states between April and September 2020, the following states 
are in the top of the ranking: Nevada - 15.1%; Michigan – 14%; Vermont - 10.8%; Indiana - 10.5%; Hawaii - 9.8% and New 
Hampshire - 9.8%. The remaining 45 states oscillate in terms of a decline in unemployment rates in the months from April 
to September 2020 at the median level of 5.4%. 
 

Summary and conclusions 
 
The conducted research shows that the highest unemployment rate in the history of the United States was recorded during 
the Great Depression (1929-1933) on May 1, 1933 - at the level of 25.59%. It grew to such a high level for several years. 
During the COVID-19 pandemic in the United States from February to April 2020, the unemployment rate increased by 11.2 
percentage points to 14.7%. It should be emphasized that such a large increase in the unemployment rate in such a short time 
has not been recorded in the entire history of the United States. About 20.5 million people lost their jobs during this time 
[https://businessinsider.com.pl/twoje-pieniadze/praca/bezrobocie-w-kwietniu-2020-r-w-usa-spowodowane-
koronawirusem/gk157xg; as of November 25, 2020].  
 
In China, from January to February 2020, the unemployment rate increased by 0.9 percentage points to 6.2%. According to 
data presented on the website [https://biznes.wprost.pl/gospodarka/10324220/do-80-mln-dojdzie-kolejnych-9-mln-
bezrobotnych.html; as of November 25, 2020], around 80 million people could have lost their jobs in China by the end of 
March. 
 
The highest growth dynamics of unemployment rates was observed in the United States from April 1, 1929 to May 1, 1933. 
The growth of constant-base dynamics indicators (constant as of April 1, 1929) over a period of about 4 years was 3608.70 
percentage points. In the 21st century, during the COVID-19 pandemic in the United States from February to April 2020, 
unemployment rates rose by 273.17 percentage points. China, on the other hand, saw an increase of 18 percentage points 
between January and February 2020. 
 
Such a rapid, dynamic rise in unemployment rates in the United States has been a premise for further research in this area. 
According to the research carried out, from March to April 2020, there was a strong upward trend in unemployment rates in 
51 US states (Figure 3). On the other hand, from April to September 2020, a downward trend was observed. The highest 
median of dynamics indicators based on a constant unemployment rate in the month group in 51 analyzed US states in 2020 
(from January to August; constant January 2020) was recorded in April and amounted to 381.58%. The second place in the 
ranking in terms of the value of the median of the constant-base dynamics indicators was taken by May with the result of 
339.02%. However, the third place in the ranking was taken by June with the median of 264.86%. Figure 3 shows that the 
largest standard deviation from the arithmetic mean of unemployment rates was in May 2020 and amounted to 138.15%. 
April was second with a median of 136.05%. June came third, with the median amounting to 104.49%. 
 
The highest growth of the constant-base dynamics indicators in 51 analyzed states of the United States was recorded in 
Hawaii with the result of 870.37% in May and 825.93 percentage in April. The second state of the USA with the highest 
increases in the constant-base dynamics indicators was Nevada, where from January to April 2020 an increase of 668.11 
percentage points was recorded. 
 
The highest unemployment rates in 51 analyzed states of the United States were recorded in April (Fig. 4). The median of 
the analyzed data in April was 12.90%. Another month in the ranking with the highest dynamics was September with the 
median at 7.4%. March came third in the ranking with a median of 4.18%. In April, the highest unemployment rates in 51 
analyzed US states were observed in: Nevada - 28.3%; Michigan - 22.7% and in Hawaii 22.3%. In the remaining 48 states 
in April 2020, the median of unemployment rates hovered around 12.76%. The lowest value of the unemployment rate in 
April 2020 was recorded in Connecticut with a result of 8.1%. 
 
The strongest increases in unemployment rates in 51 states of the United States were recorded in the time period from March 
to April 2020 (Fig. 4). When assessing the ranking, it was observed that the top three positions are taken by the following 
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states: Nevada: 22%, Hawaii: 19.7%, Michigan: 18.6%. The remaining 48 states oscillated around the arithmetic average of 
unemployment rates at 8.59%. The lowest in the ranking in terms of the smallest increases was Nebraska with a result of 4 
percentage.  
 
The research carried out on declines in unemployment rates in the United States in 51 states of the United States in the period 
from April to September 2020, it was observed that the following states are in the lead in the ranking: Nevada 15.1 percentage 
points; Michigan 14 percentage points; Vermont 10.8 percentage points; Indiana 10.5 percentage points; Hawaii 9.8 
percentage points and New Hampshire 9.8 percentage points. The remaining 45 states oscillate in terms of a decline in 
unemployment rates in the months from April to September 2020 at the median level of 5.4%. 
 
The observation of the crisis caused by the COVID-19 infectious disease allows us to conclude that even the strongest 
economies in the world, such as the United States and China, are feeling its effects and must implement measures to return 
to the pre-pandemic state. The goal of governments is to mobilize forces and resources, sign and implement coordinated 
agreements that will allow organizations, enterprises and citizens to survive in such difficult times, and at the same time lead 
to a new gradual economic growth. Clearly, overcoming the COVID-19 pandemic requires the development and global 
access to a cure for COVID-19. This, in turn, will be a signal for a gradual start-up of all sectors of the economy. 
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Abstract 

The purpose of the study is to substantiate the need to develop digital competencies of higher school teachers, as well as to 

create a mechanism for motivating teachers to master them in order to achieve the maximum effect of digitalization of the 

higher education system. The authors reveal the features of higher education digitalization as an objective process of 

modern reality, as well as structure its components (digitalization of the educational process, digitalization of 

extracurricular activities and digitalization of the management system). It is proved that the improvement of digital skills of 

teachers in modern conditions is a basic factor in ensuring the digital development of higher education. Based on the 

analysis of the content of digital competencies, the authors identified two levels of digital competencies of a higher school 

teacher, and also formed maps of basic and advanced digital competence. The authors investigated the current state and 

trends of changes in the quantitative and qualitative characteristics of the teaching staff of higher education in Russia. The 

analysis of the international experience of the education system digitalization allowed the authors to identify the most 

appropriate tools for motivating teachers to develop digital competencies in relation to the Russian reality. 

Keywords: Higher Education, Higher School, Digitalization, Digital Competencies, Digital Literacy. 

Introduction 

The processes of digitalization of the economy and public life are objective in nature. Every year, new areas and segments 

of activity are opened, which new digital technologies and artificial intelligence help to improve and optimize. Increasing 

investment in the development of digital technology leads to increased productivity, raise the standard of living of the 

population, growth of people's welfare (Brynjolfsson and McAfee, 2014; Karpunina et al., 2019; Molchan et al., 2019). 

A special role in ensuring the dynamic course of digitalization belongs to the education system (Rizzotto, 2017). Moreover, 

people's need for new advanced knowledge and digital skills to fully participate in the digital society and economy is 

increasing. Thus, digital resources at school help prepare students for the basic aspects of life in a digital society, as well as 

online education technologies and digital educational tools at higher education provide opportunities for lifelong learning 

and adaptation to constantly changing conditions (Siemens et al., 2015; Sidorov, 2017; Ustyuzhanina and Evsukov, 2018). 

However, in order to develop a true professional for the digital economy, it requires, first of all, a high quality of teaching 

that meets all the requirements of the time, and a personal willingness of teachers to change and improve their knowledge 

and skills. At the same time, the digital competencies of teachers become the basic condition for their full participation in 

the processes of digitalization of higher education and the development of digital skills of students. 
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Literature Review 

Sagina et al. (2020) point to the increasing need for the development of digital skills among modern youth, the authors note 

that their quality largely determines the employment opportunities and career development of graduates.  

Vorobyev et al. (2020) argue that human capital as a reflection of the existing set of knowledge and practical skills, as well 

as the formed digital competencies of employees determine the development opportunities of a modern organization. 

It is necessary to pay special attention to the environment where the training of specialists with digital skills is carried out. 

We are talking about the higher education system and the qualitative aspects of ensuring the digitalization of higher 

education. 

The progress of the higher education system digitalization, as well as the emergence of the digital university model, is 

mentioned in the publications Goodfellow and Lea (2013), Siemens et al. (2015), Neborskiy (2017), Dneprovskaya, 2018; 

Nikulina and Starichenko, 2018). The authors argue that the digital learning model is associated with the digitalization of 

scientific and educational content, the use of online platforms and the integration of information services. The research of 

Maksaev et al. (2020) reflects certain aspects of the digitalization of higher education in the BRICS countries, including in 

Russia, in the form of an analysis of online educational services. The authors analyze not only the potential and benefits of 

online education, but also identify side threats to society. 

Uvarov and Frumin (2019), Brodovskaya et al. (2019) provide evidence that digital technologies in education expand the 

capabilities of not only students, but also teachers themselves, but the understanding of the need to master digital 

competencies in the teaching environment is slow. At the same time, in Russian conditions, true knowledge is often 

replaced by a formal process of professional development of teachers due to various reasons (the teacher's unwillingness to 

develop, the lack of moral and financial motives, etc.) (Konovalova et al., 2020).  

Methodology 

The purpose of the study is to substantiate the need to improve the digital competencies of higher school teachers as a 

condition for obtaining maximum benefits from the process of digitalization of the higher education system, as well as to 

develop a mechanism for motivating teachers using institutional, financial, and psychological tools. 

Objectives of the study: 

- to reveal the features of higher education digitalization as an objective process of modern reality; 

- to justify the lack of the required digital competencies of teachers as a key obstacle to maximizing the effect of the higher 

education system digitalization; 

- to study the current state and trends in the quantitative and qualitative characteristics of the teaching staff of higher 

education in Russia; 

- to propose a mechanism that motivates teachers to develop digital competencies. 

Research methods: theoretical analysis, comparative analysis, economic analysis, induction and deduction, system 

approach. 

Results 

The conceptual scheme reflecting the content of the digitalization process of the higher education system is presented in 

Figure 1. 
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Fig. 1: A conceptual scheme reflecting the content of the digitalization process of higher education (compiled by the 

authors) 

 
As can be seen from the figure, the whole process of digitalization of higher education can be divided into three 

components: digitalization of the educational process, digitalization of extracurricular activities and digitalization of the 

management system. 

The effectiveness of each of these processes depends on the digital equipment of educational organizations, as well as the 

knowledge, skills and abilities of specialists serving this process. 

Digitalization of extracurricular activities and management systems require employees to work with information systems 

(admission of applicants, organization of the educational process and the movement of the contingent, digital 

communication channels to promote the results of scientific research and positioning of the educational organization in the 

external space). Even so, about 40% of employees who use simple enterprise software at work indicate that they do not 

have the digital skills necessary to use such tools effectively. (OECD, 2017). 

In turn, the success of various activities of educational organizations depends on the digital competencies of teachers and 

the level of their development, including: 

- content of educational content (digital didactics); 

- the number of educational courses offered and the number of students; 

- opportunities to increase extra-budgetary income of educational organizations; 

- the effectiveness of the educational process digitalization; 

- effectiveness and quality of training of specialists; 

- the image of the organization in the external environment (Efimov and Lapteva, 2018). 

Thus, improving the digital skills of teachers in modern conditions is a basic factor in ensuring the digital development of 

higher education. 

Konovalova et al. (2020) note that digital technologies are becoming new tools for the development of universities in the 

world, as well as expand opportunities for the exchange of accumulated experience and knowledge. However, the reverse 

side of this beneficial influence can be the simplification of students ' competencies and a decrease in the education quality. 
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Thus, Ustyuzhanina and Evsukov (2018) point out that the intensive implementation of online education programs can lead 

to the primitivization of competencies and turn a person into a mechanism for the formal execution of a sequence of 

actions.  

Another threat of digitalization - the decline in the quality of educational services - is directly related to the teacher and his 

role in the educational process. If the teacher has a low qualification in the use of digital technologies, then in the 

conditions of information asymmetry and indirect interaction with students, a situation of unacceptability of ensuring their 

interactive communication will be created. 

 

The OECD report (2019) also highlights that the threat of digitalization is the emergence of a digital skills gap between 

those who do and those who do not have digital skills, leading to lower learning outcomes. Special attention is paid to the 

study of teachers' skills in the field of information and communication technologies, their low level carries additional 

threats to the education system. 

Let's analyze what digital competencies a higher school teacher should possess? Do the digital competencies of Russian 

teachers meet modern requirements? 

Kuzminov (2017) emphasizes that in the digital environment, the approach to teaching is changing and, accordingly, the 

principles of digital didactics are being transformed. 

A modern high school teacher should be able to organize educational activities in an online environment using specific 

methods of engagement, attention retention, remote support for students ' independent work, building assessment systems, 

etc., as well as individual applied methods and techniques (for example, moderating a forum, etc.) (Kuzminov, 2017). In 

addition, the author claims that the teacher must have additional technological competencies to work with the online 

learning platform. 

Mozhaeva (2020) is of the opinion that the exponentially increasing amount of information and knowledge requires the 

teacher to perform such functions as lecturer, tutor, digital curator, content manager, digital learning practitioner, 

educational environment designer, pedagogical designer of mixed learning, online course designer, mentor, analyst. To 

perform these functions, the digital competencies of the teacher must include ability to teach effective and safe use of the 

digital environment; the ability to use digital technologies in the educational process; the ability to build a learning 

environment for the discipline based on the integration of pedagogical tasks and results with digital services and platforms. 

Thus, the teacher's competencies related to digital didactics come to the fore, aimed at organizing the educational process 

to ensure the overall readiness of the graduate for life in the information society and effective activity in the digital 

economy, as well as the development of the functional readiness of the graduate to solve specific types of tasks of 

professional activity, including on the basis of digital competencies formed in the learning process (Shibaeva and 

Voronkova, 2020).  

In addition, the teacher must understand the principles of work and be able to use popular technological solutions: LMS 

platforms for content placement, communication and control, webinar services for online lectures and consultations, social 

networks and messengers for communication between students and teachers, cloud services and tools for interactive 

classes, monitoring, individual and group work, as well as to send e-mail messages. 

Kondratyuk (2018), Gold and Body (2017), Trachuk and Linder (2016) note that digital skills of employees in therms of 

technological changes should include:  

- skills in the field of information technology, that is, the use of the Internet, the processing and exchange of information, 

the use of professional software, programming skills (the ability to independently use computer programs and adjust them 

to user requirements); 

- digital literacy, that is, a basic understanding of the work of digital technologies, their capabilities and risks. 

Based on the analysis of the content of digital competencies, it is necessary to distinguish two levels of digital 

competencies of a higher school teacher: basic and advanced. 

Let's present a map of the basic digital competence of a higher school teacher in Russia (Fig. 2). 
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Fig. 2. Map of the basic digital competence of a higher school teacher in Russia  

(compiled by the authors based on the results of the online survey of teachers Cherkesova and Mironova, 2019) 

 

The set of the specified digital competencies of the higher school teacher is combined in the category “digital literacy of 

scientific and pedagogical workers of higher education institutions”.  The authors evaluated the digital literacy of 

university research and teaching staff and found that teachers of higher educational institutions demonstrate high indicators 

of basic knowledge, skills and attitudes in the field of digital technologies (Cherkesova and Mironova, 2019).  

Nevertheless, the typical problems of the educational activities of Russian universities related to the use of digital 

technologies are the weak online support of the educational process, the lack of digital traces of the educational process 

(video sessions, video presentations) and training cases for the formation of practical competencies of students, the low 

quality of educational content and its obsolescence, the underutilization of digital equipment and technologies available in 

universities in the educational process. In many ways, the reason for the existence of these problems is the low level of 

digital competence of teachers (Brodovskaya et al., 2019; Konovalova et al., 2020). 

However, effective digitalization of higher education requires the formation of advanced digital competencies of teachers. 

In our opinion, the map of advanced digital competence of a higher school teacher will include: the ability to use digital 

didactics technologies in the design of training courses; skills in using applied digital technologies in the educational 

process; technological competencies for working with online learning platforms; the ability to act as a digital curator of 

students ' independent work in remote mode; the ability to use the resources of the digital environment efficiently and 

safely. Thus, the ideal map of the advanced digital competence of a higher school teacher will have the following form 

(Fig. 3). 
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Fig. 3. The ideal map of advanced digital competence of a high school teacher (compiled by the authors) 

 
For the development of advanced digital competencies, it is necessary to create a system of teacher motivation that covers 

the level of the state and a separate educational organization. 

In this aspect, two types of motivation should be considered: material and non-material (Fig. 4). 
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Fig. 4: The mechanism for motivating teachers to master advanced digital competencies to achieve the maximum 

effect of digitalization of the higher education system (compiled by the authors) 

 
It should be noted that the process of digitalization of the Russian higher education system and stricter requirements for the 

professional competence of teachers did not lead to an increase in the remuneration of teaching staff, which is 6-10 times 

lower than the average salary of university teachers in European countries (ONF, 2017; OECD, 2018).Teachers do not 

receive salary allowances for improving the level of digital competence, and the current effective contract as a form of 

reflection of the achieved quality indicators and the results of individual professional activity, as a rule, does not include 

positions related to professional development in terms of information and communication technologies1. In addition, 

Russian universities create conditions for improving the qualifications of teachers in the field of ICT, aimed at developing 

only basic digital skills, while effective digitalization of higher education will be achievable if there are advanced digital 

 
1 Since January 1, 2019, state higher educational institutions of Russia have switched to paying for work under an effective contract in 

accordance with the Decree of the President of the Russian Federation No. 597  "On measures to implement the State Social Policy" 

(07.05.2012). The need for these measures was justified by the lag in the relative salaries of teachers (the ratio of the annual salary of 

teachers to GDP per capita). 
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competencies of teachers. Thus, material incentives for teachers of higher education become possible under the condition 

of institutional improvement of the current system of remuneration.  

The international experience of the education system digitalization demonstrates other tools for motivating teachers to 

develop digital competencies. For example, in order to promote digital technologies in universities and create a cutting-

edge educational environment, the Korean Educational Research and Information Service (KERIS) has organized support 

for large-scale training for teachers (Jang et al., 2015). In addition, the state's measures to solve this problem were: the 

creation of a comprehensive information service for teacher training and a system to support distance learning in the 

framework of teacher training; the introduction of mandatory training of teachers in programming; the formation of digital 

educational content under an open license for the free use of all available resources to improve the digital literacy of 

teachers; deployment of technical infrastructure in the country to facilitate teachers' access to digital learning platforms 

using IT technologies; advanced training. 

Another notable example of government support for the higher education digitalization is public policy in Singapore. The 

state initiated the cascade training, which resulted in the professional development of all teachers in the field of 

information technology, as well as the integration of digital solutions into the educational process. To this end, a 30 per 

cent reduction in the subject curriculum has been implemented to encourage the use of ICTs and innovation in learning. 

The Singapore Ministry of Education has worked directly with teachers to encourage them to take risks, evaluate results, 

and write reports (Uvarov and Frumin, 2019). 

In addition, effective forms of non-material motivation of higher school teachers to develop advanced digital competencies 

are: the development and financing of intra-university grants to pay for foreign internships of teachers to adapt advanced 

experience in the field of digital educational content formation; the creation of organizational conditions for teachers to 

participate in master classes and educational events aimed at forming their interest in further professional self-

improvement. 

Conclusion 

The authors proposed their own vision of the process of the higher education digitalization and identified three structural 

elements: digitalization of the educational process, digitalization of extracurricular activities and digitalization of the 

management system. The authors argued that the effectiveness of the  educational process digitalization depends on the 

teacher's competencies related to digital didactics, aimed at developing the functional readiness of the graduate in the 

information society. 

The authors identified the basic and advanced levels of digital competencies of a higher school teacher. Based on the 

survey data, authors concluded that the digital competencies of higher school teachers in Russia are formed at the required 

level. However, effective digitalization of the educational process needs advanced digital competencies. The authors 

presented an ideal map of the advanced digital competence of a high school teacher. Taking into account the quantitative 

and qualitative characteristics of the teaching staff of higher education in Russia and the successful practices of the 

formation of digital competencies from international experience, the most appropriate tools for motivating teachers to 

develop digital competencies in the conditions of Russian reality are proposed. 
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Abstract  
 

Latvia’s economic development depends on its demographic future. Due to low fertility and high mortality rates, as well as 

to notable population decline in the result of emigration, it is considered a “disappearing nation” whose need for additional 

labour force is increasing. The aim of the study is to analyse the attitudes of young people, their parents and grandparents 

towards emigration, return migration and immigration in the context of their impact on family and cultural identity while 

focussing on family history, present life style, and future expectations and visions. Intergenerational attitudes towards 

migration were examined via in-depth semi-structured interviews carried out in 2019–2020 in ten families representing 

geographical differences, various degrees of openness, and socio-demographic variability. The analysis of the empirical 

data allows concluding that poor economic conditions and poverty leading to emigration, as well as growing immigration 

and cultural fusion tendencies, are seen as main threats for the existence and development of culture. International 

migration is perceived by the interviewees as a feature of a democratic and open society, indication of humans’ rights and 

freedom, however, growing transnational migration is seen as a phenomenon that may result in long-reaching 

consequences and endanger the existence of the small nation, significantly hamper its economic development, and leave 

negative impact on national cultural heritage, values and identity. Emigration causes reduction or discontinuation of 

traditional culture and customs, whereas immigration, as seen by the interviewees, is an inevitable phenomenon of Latvia’s 

future, which to some extent can influence Latvia’s cultural landscape due to the cultural and religious diversity it might 

bring, thus, it is mainly perceived reservedly. There is a need for a stronger family support policy with a particular focus on 

large and families at risk of poverty. For the formation of inclusive identities, integration and preservation of cultural 

values and traditions, functional migration and cultural policies should focus among others on the promotion of tolerance 

and diversity of cultural traditions. This article is based on research which has been conducted within a framework of the 

international project “Cultural Heritage and Identities of Europe’s Future” (CHIEF), funded from the European Union’s 

Horizon 2020 Research and Innovation programme under Grant Agreement No 770464. 

Keywords: Emigration, Return Migration, Immigration, Opinions.  

 Introduction 
 

In today’s active and rapidly changing world the tendencies of population’s geographical mobility have of global character. 

The basic reasons for temporary and permanent international migration waves and intensity are voluntary migration and 

involuntary or forced migration due to political conditions (e.g. repression, deportation, expulsion, exile). (Krišjāne 2007) 

Geographical mobility, especially work-related mobility, is an individual and a family challenge associated with risk-

taking and effort to raise one’s income and build one’s career abroad that due to engendered changes “may act as a catalyst 

for family fission and family fusion.” (Green and Canny 2003, 22) Being a social indicator it is also a collective challenge; 

for a country of origin, especially a small nation, it may cause population decline and migration of skilled human resources 

for business and education, i.e. “brain drain.” (Docquier and Rapoport 2012) Thus, although mobility is a possibility to 

gradually raise one’s welfare, among its negative effects on source communities there is depletion of human capital. 

(Shand 2018)  

Accordingly, there are two types of migrants: innovative, whose mobility is related to seeking for new things and willingly 

accepting challenges, and conservative, who, due to the change of their place of residence caused by definite 

circumstances, try to maintain their traditional life style in a new environment.  (Uyanga 1981, 35-36; Datta 2003, 20) 

People having experienced personal and/or others’ migration may be confronted with a variety of specific emotions that 

may contribute to their perception of the “self” and the “other” and to their attitudes towards their socio-ethnic categories. 

(Cangià 2017) Thus, opinions and public debates on migration are formulated on the basis of the perception of migration 

from the point of view of voluntariness and involuntariness eliciting such feelings as, empathy, understanding, support, or 

vice versa, anger, contempt and fear. (Verkuyten et al. 2018)  
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The research will study opinions of families in Latvia about such forms of migration as emigration, including a long-time 

interstate emigration; returning to the place of emigration – return migration; immigration, including a long-term interstate 

immigration with the aim to specify if families perceive international migration as a threat for the preservation of Latvian 

culture. In order to contextualize the subjective narratives and attitudes towards migration a national overview on the 

dynamics of international migration is provided. 

Dynamics of Migration: National Overview 

Contrary to large nations, small nations (population less than 2-3 million), less economically developed countries, and 

countries at risk of political instability are known to experience higher rates of emigration. During a little more than a 

century of its independence (1918), Latvia, being a rather small nation, has witnessed several waves of emigration: in the 

40s of the twentieth century emigration was related to the changes of a political power, occupation, events of WWII and 

people leaving the country as refugees to avoid Soviet terror and mass deportations in 1941 and 1949; after the restoration 

of independence in 1991, due to economic and political reasons a massive wave of emigration of non-Latvians swept over 

the country (mainly to the Commonwealth of Independent States (CIS), specifically Russia); emigration continued also 

after the beginning of negotiations with the EU on the issue of “the second group applicant states”, including Latvia, 

joining the EU (2000–2004), as well as after the financial and administrative crisis in Latvia (2008–2010).  

The lack of stability, constant changes and reforms, are considered a long-standing problem for Latvia since the beginning 

of the 1990s when the previous political and economic system collapsed. In the result of pre- and post-accession 

emigration Latvian diasporas can be found in the UK, Ireland, Sweden and many other European countries, as well as 

outside the EU (the USA, Canada etc.) According to Central Statistical Bureau of Latvia, in 1991 the population registered 

in the country was over 2.62 million, while in 2020 – 1.9 million. (CSB 2021) During this period, the natural growth of 

population was negative. The greatest number (59 673) of population in the past 30 years’ time emigrated to foreign 

countries in 1992, a rapid growth in emigration rate was observed since 2008, reaching 38 208 in 2009 and 39 651 in 2010 

(see Fig. 1). According to statistical data of 2019, most frequently emigrants are unmarried Latvian citizens (68%) (most 

often males) from different social, educational and cultural background between the age of 20–44 (specifically of 25–29), 

as well as families, whose main destination is some EU country. (CSB 2019) This testifies to the fact that in Latvia the 

problem of emigration of the last decade has a social and economic nature. However, according to qualitative research 

studies (Mieriņa 2015; Eglīte and Krišjāne 2009 (2016)), alongside socio-economic reasons (e.g. lack of stability, rising 

unemployment) there are also cultural, political, and human rights rationales.  

 

Fig. 1. International long-term migration: emigration 1990–2019 (CSB 2020) 

The government of Latvia consider emigration both a serious issue and a potential resource to support the country’s long-

term economic growth. (OECD 2013; Lulle (2009) 2016) In 1997, Latvian Academy of Sciences brought to the forefront 

the problem of the unfavourable demographic situation (decrease in the birth rate, growth of emigration, especially of 

intellectuals) in the country that had developed after the restoration of independent statehood, as well as the reasons for this 

situation and predictable consequences, among them being the narrowing of generation change, fall in the standard of 

living and threat to the existence of Latvian nation. A sustainable national programme for revitalizing demographic 

situation urged Latvian government to immediately start promoting Latvia’s social and demographic policy. (LZA 1997) 

The increase in emigration of labour force to foreign countries as a threat to a national security, economic interests and 

financial situation is discussed in the recently adopted “National Security Concept” (Saeima 2019), as well as in “National 

Development Plan of Latvia for 2021–2027” (2020) that addresses sustainability challenges posed by demographic trends 
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and brings into focus the social importance of the increase of nation’s population and family values, strengthening family 

as a social institution, reducing emigration and promoting the return migration.  

One of the indicators showing the goals of the direction “Strong Families across Generations” is the increase in the number 

of people returning from emigration (from 4 852 in 2018 to 6 000 starting from 2024) and developing in the country a 

comprehensive and uniform support system for integrating the returning migrants and their families, including the 

promotion of return migration of labour force within the frame of the direction “Work and Income.” (Saeima 2020) In 

several experts’ opinion, the effectiveness of remigration cannot be measured by the number of those migrants who have 

returned to Latvia, since leaving as well as return is a deeply individual decision (Mieriņa 2015, 222) Therefore the 

evaluation of diaspora policy and fulfilment of a remigration plan more and more often are being based on qualitative 

indicators rather than on quantitative ones. The policy of diaspora is formulated in “Law on Diaspora” (valid from 2019), 

conforming the support for promoting and facilitating return migration, as well as specifying the mechanisms for a 

successful integration of diaspora people into the labour market and education system of Latvia. (Saeima 2018/2019)  

Immigration in Latvia “has been a taboo for mainstream politicians due to the sensitivity of the topic based on Soviet 

legacy. In the last years the situation has changed only slightly with businesses pushing a debate on the urgent need for 

immigrants in several sectors that suffer from the shortage of labour force due to emigration from Latvia.” (Akule 2007, 

77) (see Fig. 2) According to the statistical data of 2019, the structure of an international long-term immigrant is 

predominantly based on people between the ages of 20 and 39 (most frequently males) from such groups of countries as 

other (non-EU) states and CIS states, whose national identity is Latvia (40.8%), Ukraine (13.9%), Russia (7.8%), India 

(7.4%) and others, and who basically remain to live in Riga and in the region of the capital. (CSB 2019) Thus, a long-term 

entry into Latvia is related to both the return migration of Latvia’s citizens from their money-earning jobs in foreign 

countries and to labour force immigration and foreign students in Latvia as an economically favourable EU country.  

 

Fig. 2. International long-term migration: immigration 1990–2019 (CSB 2020) 

Disregarding issues pertaining to social and political questions of immigration, a careful, selective and guided promotion of 

immigration may become an essential indicator of the growth of national social welfare and economy. 

 

Methodology 
 

The study has been carried out in the framework of the project “Cultural Heritage and Identities of Europe’s Future” 

(CHIEF) supported by the EU Research and Innovation programme Horizon 2020 and conducted across nine countries: the 

United Kingdom, Croatia, Georgia, Germany, Latvia, Slovakia, Spain, Turkey and India. In each of the project countries 

within the “Research on Intergenerational Dynamics of Cultural Socialization” that explores family settings as one of the 

most important sites of informal cultural socialisation, 10 families were selected to explore both geographical and 

historical dynamics in cultural participation and inter-cultural dialogue.  

In Latvia, the research data were obtained via conducting semi-structured in-depth intergenerational interviews with 34 

participants (12 young people – aged 14-25; 11 representatives from the middle generation (parents or similar); 11 

representatives from the older generation (grandparents or similar)) in the period from 9 September 2019 until 4 January 
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2020. The families (F) were accessed via the young participants sampled during the earlier stages of the project that 

included interviewing young people in formal and informal education settings in rural, semi-urban un urban Latgale – a 

region that runs the country’s eastern border with Lithuania, Russia, Belarus. Three families were chosen based on the 

representatives of the younger generation being students in higher educational establishments in the capital of Latvia or 

cities in other regions. The families represent (or are related to) various ethno-religious groups (Latvians, Russians, Poles, 

Jews, Belarusians, Jews; Catholics, Lutherans, Old Believers, Orthodox). Most of the informants represent middle-class 

families with children of university-educated parents and grandparents with vocational education; two are large families, 

one of them a single-parent family. All the interviewees, but one, are the citizens of Latvia. The majority of the 

interviewees are non-migrants, 2 representatives of the middle generation are return migrants, 1 representative of the older 

generation is an immigrant; all families consider migration (emigration, return migration and immigration) an important 

issue for the country that has also impacted their extended families and immediate neighbourhood. 

The face-to-face and on average 60 minutes long interviews were conducted with each family member separately, 

however, in isolated cases, when to do it was impossible, they ran as conversations with several family members. Due to 

data anonymization, their first names and surnames were replaced with self-pseudonyms by the interviewees. Before 

conducting the interviews, permissions from interviewees to use audio recording devices were obtained. In addition to 

audio recording, detailed participant notes were taken to record the context of the interview. The languages of the 

interviews were Latvian and Russian based on the preference of the interviewee; all the quotes have been translated into 

English. 

The theme of  migration emerged from several thematic blocks and lead questions aimed at narrations (e.g. Family history; 

Families’ aspirations for the young people; Socially and politically most pressing issues for the individual, family, locality, 

and country), as well as anchor questions related to the aforementioned themes that have been analysed by the author of the 

paper in the research articles “Family Expectations and Visions for Their Children’s Future: The Role of Developing 

Cultural Literacy” (Kacane 2020)1 “The Impact of Socio-Economic Issues on Families’ Cultural Socialisation and 

Participation: The Case Study Research in Latvia” (Kacane 2020)2 etc.  

Research Findings and Discussion  

Emigration 

The interviewed families see emigration in Latvia as “a very topical problem” (Lapsa Kafe, female, 43, F3, rural) that 

impacts not only depopulation in Latvia, but also increases job opportunities in foreign countries and thereby provides 

economic stability (“[…] four of my 24 class-mates have gone away. None of them is going to return, because life there is 

indeed better” (Raičuks Zaraija5, male, 19, F1, rural)); moreover, learning more about other cultures people become more 

tolerant towards other people in today’s globalized and modified-value-oriented world: “On the one hand it is bad that 

people go away. On the other hand, perhaps it is good, because they exchange traditions, opinions on some cultural issues.” 

(Simba Magone, female, 22, F9, rural)  

In general, emigration is not condemned (Kacane 20202, 12182-12183), however opinions about it are very conflicting: 

from supporting and understanding to indifference and bitterness, describing the villages and households that remain 

empty, “[Four neighbours’ families] are [w]ith all the kids abroad. These are in Estonia, those – in Great Britain.” 

(Anastasija Magone, female, 45, F9, rural) Although the representatives of the middle and older generation do not prevent 

children from emigrating, they wish and hope their children could stay in their native country: “Of course, we would not 

want [them to emigrate]. I would like them to do well in their own country. Not obligatory here [in the village or nearby 

city], but at least in Latvia. Perhaps this is the main thing for me […].” (Anastasija Magone, female, 45, F9, rural) Thus, to 

avoid their family members’ emigration, parents support internal emigration, underlining that in our time people have to 

follow the job opportunities. If their children decided to leave the country, they would rather prefer they lived in a West-

European country than a distant country with a different culture and religion. 

All families acknowledged that emigration had affected their own or extended families. While looking back to the last 2–3 

decades they realize that almost every family had somebody who had left. During this time, they have already settled in the 

foreign countries, built their families there, and their children, born abroad, are the second-generation of immigrants who 

consider their host country to be their home, “I […] have cousins abroad. One of them lives in Switzerland. She has been 

married to a Swiss man, and they have two children. She says to herself that she will never return to Latvia because her 

home is there now. […] You understand that they will not come back, since there is nothing to do for them here.” 

(Rītamigla Migla, female, 34, F7, urban) The depopulation of Latvia makes them regret it, however they stress that 

preserving culture in emigration depends directly on emigrants themselves, as it used to be in the home countries of 

Latvian diasporas after WW II. “If they speak Latvian or Latgalian with their children, children will know then, but if they 

speak only English then, of course, children will learn this language.” (Anastasija Magone, female, 45, F9, rural) Families 
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reconstructed several important periods in the history of Latvia when people were forced to leave their native country: in 

the late nineteenth and early twentieth century people left for Russia in the hope to get land there; some left as political 

refugees after 1905 revolution and WWI; due to dramatic historical events (Soviet occupation, WWII, deportations, and 

exile) Latvia lost thousands in the 1940s. According to EU Charter of Fundamental Rights Article 45 the EU citizens’ 

rights include freedom of movement and of residence within the territory of the Member States. Freedom of movement and 

residence may be granted to nationals of third countries legally resident in the territory of a Member State. (EU Charter of 

Fundamental Rights) Thus, emigration, based on freedom of movement and residence in a foreign country, is historically 

determined, since alongside economic reasons, the subjective and psychological reasons also play an essential role. The 

interviewees emphasize a historical dominant when after WWII Latvia was “behind the iron curtain” (1945–1991). 

Therefore, after 1991, emigration and freedom of movement have become especially significant factors in the post-colonial 

situation, since they have created new opportunities for people of Latvia and allowed them to feel themselves belonging to 

the European and world space. A constant wish to break away from limitations – from “one’s cage” – and leave in search 

for new experiences, i.e. “a voluntary and individual personal choice, without inflicting a traumatic experience” (Saulītis 

and Mieriņa 2015, 164) or so called Sprīdītis’ phenomenon as represented in literary works by Latvian authors and the 

documentary Sprīdītis Amerikā jeb Does It Look Like Happiness? (Salmane 2003)), have survived until today in the forms 

of Europanization, Americanization and cosmopolitanization. Therefore, permanent residents of Latvia are skeptical and 

ironic about emigrants’ critical attitude towards the life in their native country as well as their speaking so highly about the 

life abroad, “if you get abroad, then that’s something – wow!” (Priede Daugaviņa, female, 44, F8, rural). Being aware of 

various difficulties in Latvia, the interviewees stress the fact that difficulties exist in every country, however the main thing 

is people’s attitude and wish to do something. They reproachfully underline the fact that part of emigrants had never 

worked in Latvia, but they justify those emigrants who go abroad to acquire or use some specific knowledge, if in Latvia 

such opportunities are not available, “Perhaps he simply is a professional of such a high and significant level that Latvia, 

indeed, is too small for him, and he wants something else. And somebody else wants to learn something and bring it back, 

but my attitude is skeptical about those who are not ready to receive at least a good elementary education here. He is not 

ready to work already here and invest his time in education, but whimpers instead that he is not able to find a job, and at 

the same time he is not ready to invest in his own development. And then he is not satisfied with, for instance, working on 

a farm and milking cows, at the same time he goes abroad and does this same job in a foreign country.” (Priede Daugaviņa, 

female, 44, F8, rural) 

When reflecting on the circle of their acquaintances, the interviewees underline the fact that a significant part of emigrants 

are “seekers for material benefits, predominantly […] without a higher education” as well as “those who are not interested 

in cultural life as such” (Juris Liepa, male, 25, F10, urban), consequently, their loss to the country is interpreted only within 

the context of depopulation and hindered development of national economy, but not as a loss to cultural life. However, an 

especially destructive impact of depopulation on culture can be observed in rural regions where some populated places go 

out of existence, social institutions, including houses of culture, are closed, because amateur art groups (choirs, folk dance 

ensembles etc.) are no longer able to reach the required quantitative as well as qualitative indicators, for instance “[…] a 

dance group consists of 12 – 18 people, but a year later 3 – 4 dancers leave. You may consider that this dance group split 

up, and there is nobody to take from aside. If there are changes every year, when some arrive, but others leave, it is 

difficult to keep them. Therefore, amateur art groups, too, go to rack and ruin” (Biruta Liepa, female, 75, F10, rural). 

Return Migration 

The younger generation which oftener than the older and middle generations identify themselves with the Latvian, 

European and world cultural space and with the inclusive identity, maintain that they do not exclude the possibility to 

spend some period of life abroad, however, they see their future only in Latvia. A multi-national family, living in the 

south-eastern region of Latvia and engaged in agriculture, maintain that all formerly emigrated family members have 

returned to Latvia and mention their family and parents as the principal reason for their decision to return to Latvia: “I 

lived with my family in Italy for a while. But came back. Don’t want to go away anywhere.” (Rudzupuķe Smilteņi, female, 

40, F2, rural) Of great importance is also the sense of security, homesickness, and belonging to Latvian cultural 

environment, which is impossible to compensate for living in a foreign country. A teacher who has returned to Latvia from 

Great Britain states that a first-generation immigrant will always be perceived as an “alien” in a home country, and in turn, 

family’s long-term future is possible only in your “own” sense-of-belonging-related [national] culture. The understanding 

about cultural environment (mentality, traditions, customs) starts developing since an early childhood, therefore a complete 

integration in a new cultural space abroad is impossible: “[…] the whole life you have grown up in such [“own”] 

environment, lived in it, you understand those people around you, understand their wishes, jobs, ideas. You see future in 

this culture. Compared to the culture of other countries, you understand this one.” (Latgalietis Smilteņi, male, 30, F2, rural)  

The interviewees characterize Latvia’s remigration policy as ineffective: both adults and children face a number of 

problems related to unemployment, social issues, and different cultural experience. Teachers working at comprehensive 

schools have observed that pupils from the families who have returned from abroad face the barrier of speaking: they often 

don’t understand state language (Latvian) at all and speak only English and/or native language (Russian), whereas the local 
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pupils don’t understand Russian and English (Lapsa Kafe, female, 43, F3, rural), thus their communication is hampered, 

“The main thing is that we ask those our Latvians to come back, but I read now in newspapers that they have problems in 

school, problems to find a job, they have problems with finding a dwelling space somewhere. They look around, stay here, 

in Latvia, for a while and go back. Our government must think hard about it.” (Anna Magone, female, 75, F9, rural) The 

school students also identify cultural experience differences as one of the barriers to communication, thereby both return 

migrants in their native country and immigrants abroad are perceived as aliens, which testifies to considerable integration 

difficulties. 

Immigration 

Contrary to looking deeper into the problems of emigration in Latvia, the interviewed families do not include issues about 

immigration into a broader context of orienteering immigration policy and strategy towards attracting foreign qualified 

employees, vice versa, immigration is treated as an inevitable result of emigration and low birth rate, regulated by the 

economic situation in Latvia: “I think, they will come. We won’t be able to avoid this. For the present, we are saved by our 

comparatively low living standard. […] I think that when our living standard becomes higher, people will come here. 

There is a large farm here, and they want workers. Workers come from the Ukraine to them.” (Hugo Migla, male, 60, F7, 

rural) In Latvia, emptiness is interpreted as an unnatural phenomenon, which will be gradually forestalled through 

immigration, because “there can’t be emptiness in nature […]. Nature does not tolerate emptiness, something will fill it.” 

(Hugo Migla, male, 60, F7, rural) When comparing the former and the present density of population in rural territories, 

they establish that the houses of their neighbours vanish, are taken down, remain empty or are transformed into summer 

cottages, where people spend several months in summer, and in turn, not long ago some 3–5 people lived in each of these 

houses, respectively, if during the last 30 years the rural municipality has lost 40 households, then they have lost about 200 

people, which is a serious threat to the existence of a populated place in general. Considering the fact that the dimension of 

emigration exceeds the scope of immigration, the interviewees, especially the representatives of the middle and the older 

generation, are rather hostile towards immigrants and express their concern about the possible growing influx of foreign 

labour force, which might lead to the change of Latvian social and cultural landscape. Looking back to the reality of the 

Soviet occupation (1940–1941; 1944/45–1991), their experience gained in the Soviet period causes fear from the repetition 

of the historical situation and political turbulences, for this reason the interviewees stress that they are cautious concerning 

immigrants who belong to a different race or religion and come from “exotic” continents (Africa, Asia etc.), and they give 

preference to immigrants from neighbouring countries: “[…] be as it is, with the Russians we have one known language in 

common, similar faith (Orthodox believers, Catholics – both Christians), and mentality is also quite similar. We can 

celebrate some holidays together. Something is similar though, because we have adjusted to each other during those years, 

living alongside, but imagine, if there come quite a lot of Muslims, for example. Would you get on with them so well as 

with the Russians? Then, what should we choose better? Who is easier to live with for us – with the Russians or with the 

Muslims?” (Hugo Migla, male, 60, F7, rural) 

Fear has been influencing Latvians’ value system embedded in individual and collective consciousness and affecting their 

psychological and emotional state; the “familiar” is accepted as one’s own whereas “unfamiliar” provokes fear and 

caution, “We are afraid that where there is emptiness some people from Africa could come, because no place will remain 

empty.” (Rutiks Zaraija5, female, 72, F1, semi-urban) They give several reasons for their rather hostile attitude to 

immigration: possible conflicts between ethnic groups, influence on national identity: on culture and language environment 

which is being gradually restored after the renewal of independence, fear from what is alien and not understandable, impact 

of stereotypes, as well as risks of social tension: fierce competition with local population for job vacancies, unequal 

distribution of payment among permanent residents and immigrants – guest workers: “[…] I can’t understand that there is 

nobody to work, that we have so many vacancies. It is not quite clear to me why those who will come will be able to work, 

but those who are here in Latvia cannot work!? Where are these vacancies which are advertised all the time?” (Agnese 

Liepa, female, 53, F10, rural)  

In order to avoid conflicts and political instability caused by immigration, it is important for the families that immigrants 

get integrated into the Latvian society and they understand its cultural-historical specificity. The issue of learning and 

knowing the state language out of respect for the country you live in is also raised. At characterizing one’s own/family’s 

experience, examples of integrating/not integrating immigrants are given, showing their individual attitude (respect vs. 

contempt), tolerance and acceptance: “[Chinese families] have very organically adapted themselves and acquired the 

language, and willingly join in different cultural activities. (Agnese Liepa, female, 53, F10, rural) 

According to the interviewees, national policy on various forms of migration is not effective and this entails risks for the 

existence of state and nation: “This is the issue on Latvia’s level. What is necessary for the state of Latvia in general – 

whether there should be people here, or there should be a desert here.” (Latgalietis Smilteņi, male, 30, F2, rural) 

Conclusion 
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Empirical studies – subjective evaluations of and opinions on international migration in Latvia – are important for 

understanding not only the socially and politically pressing issue currently happening in the society, but also the amount of 

its impact on Latvia’s people on such diverse levels as individual, family, local, regional and national, including in relation 

to preservation cultural heritage and cultural identity. The interviewees characterized emigration, return migration and 

immigration in the light of their family’s history, constructing younger generation’s future expectations, and separating 

problems families have been confronted with in places of their residence, in region or Latvia in general. Since the 

dimension of emigration and immigration in Latvia is still higher than it was before the crisis, the interviewees see 

international migration as one of the threats for the existence and development of the country, identity, and culture.  

Emigration is not evaluated unequivocally, it is assessed as 1) a manifestation of human freedom and rights for the 

implementation of personal opportunities and self-realization, 2) an essential reason for depopulation, and consequently 3) 

a risk for reduction or discontinuation of traditional culture and customs. The drain of intellectual labour force has always 

been a loss of Latvian human capital: in the first wave of emigration, it was mostly the middle-aged people affected by the 

crisis that emigrated in search for employment, but today it is the younger generation oriented towards supranational and 

global that is leaving with a view to acquiring competitive education and developing a successful career in the future. The 

tendency that most frequent emigrants are residents under the age of 35 and families with small children, as well as young 

people under the age of 25 who also express their wish and/or readiness to emigrate, may influence not only Latvia’s 

future, but also identities (including cultural identity) of its people, both in the home and host countries. Families do not 

condemn emigration but emphasize its causal effects on Latvia’s development and cultural landscape, especially in the 

rural areas. 

Re-migration policy is being evaluated by the interviewees as being more demonstrative rather than functional, and the 

decisions of the government – as irrational and unclear, hence inclusive cultural identities are still in the formation phase. 

Reserved and negative emotions (mainly fear) towards immigration are observed in the light of job crisis and immigrants’ 

cultural differences, race, religion, and origin. Immigration is mainly perceived as an inevitable phenomenon of Latvia’s 

future, which to some extent can influence Latvia’s cultural landscape due to the cultural and religious diversity it can 

bring, therefore the interviewees believe that a limited number of immigrants should be admitted. Young people, contrary 

to some older generations’ indirect expressions of xenophobia, are less prejudiced. They are more open to diverse cultural 

expressions and migration forms due to their inclusive/multiple identities. 

Though all forms of migration (emigration, return migration and immigration) are perceived as a phenomenon that will 

leave impact on various branches of Latvia’s economy and culture, the interviewees emphasize that a collective social 

experience and cultural memory, as well as tenacity of the Latvian nation, will allow preserving such national values as the 

Latvian language and heritage of non-material culture in the future as well.  

In order to ensure the formation of inclusive identities, integration and preservation of cultural values and traditions, well-

considered and functional migration and cultural policies, focusing among others on the promotion of tolerance, in Latvia 

are of crucial importance. To implement an evidence-based sustainable migration and cultural policies, which during the 

coming years would remain as topical as it has been during the preceding decades, the issue requires monitoring, done by 

applying both quantitative target-group surveys and qualitative research methods, including conducting in-depth interviews 

with target-group representatives and policy makers in the branch.  
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Abstract 

In the current context of escalating existing and emerging new threats and challenges for the economic security of Russia, 
studying structural transformations identifying the immunity of the economic system to internal and external negative 
impacts gains special relevance and urgency. The paper aims at identifying main trends in structural transformations of the 

industrial production in the Arctic zone of the Russia (or the RFAZ) which is strategically essential for the sustainable 
development of the national economy in this macro-region. The analysis of structural shifts and evaluation of changes in 
the industrial production structure in the Arctic regions was executed by the author on the basis of relative indicators for 

the types of economic activities in the overall volume of the dispatched industrial goods for a period of 2017-2019. The 
quantitative measurement of structural transformations was made using the quadratic structural shift coefficient (or the 
Kazints index), indices of difference between two structures (Gatev index, Ryabtsev index), as well as weight and speed of 
structural shifts. It is defined that the structure of the industrial production in the RFAZ has not significantly changed over 
the period under discussion which is explained by the multidirectionality in the dynamics of structural shifts at a regional 
level. Their analysis has shown that, in the majority of Arctic regions, appositive dynamics was observed in the mining of 
mineral resources alongside with a negative dynamics in the other types of economic activities that indicates strengthening 
of structural disproportions in the industrial production in the Russian Arctic. 

Keywords: Arctic Zone, Industrial Production, Structure, Structural Shift  

Introduction 
 
Nowadays, studying structural transformations in the regions is important since the structural dynamics of the regional 
economic system defines its immunity to external challenges and threats (Dietrich (2012); Vu (2017); Mironov et al. 
(2019); Baranov et al. (2019)). 

This paper investigates the quantitative evaluation of structural transformations by the example of the Arctic zone of the 

Russian Federation (or the RFAZ) which is the largest feedstock reserve of the country (in accordance with forecasts, this 
macroregion concentrates over 270 bln. tons of fuel oil equivalent, including 48.5 bln. tons of oil and condensate and over 
220 tln. cubic meters of natural gas (Prishhepa et al. (2019)), as well as ca. 10% of world’s proven nickel reserves, 19% 

PGMs, 10% Ti, over 3% Zn and other minerals resources (Kondrat'ev (2020)). The application of the RFAZ unique natural 
resources potential ‘for the purpose of accelerating the national economic growth’ is indicated as a key priority in the 
Fundamental State Policy of Russia in the Arctic region (RF Presidential Decree No. 164 dated 05/03/2020) that 
determines the relevance of studying social and economic processes inside this macro-region. 

The Russian statistical practice for the analysis of structural transformations in the regional economic systems most 
frequently applies the L. Kazints linear and quadratic coefficients of structural shifts (Petrov (2012); Trifonov et al. (2015)) 
that demonstrate a mean average deviation of elements specific weights from each other in the structures being compared 
(at the absence of shifts, these indicators equal to zero), as well as generalizing materiality indicators of structural 

differences (Gatev integral coefficient of structural shifts, Salai index, Ryabtsev index of two structures’ difference) which 
allow analyzing differences between the structures of two regions (Poljakova et al. (2018); Preobrazhenskiy (2020)) and 
evaluate temporal changes of the structure (Bakumenko et al. (2016); Berezikov (2017); Serova (2020)). For a deeper 
insight into how the changes inside the structure take place, individual (specific) indicators of the structural shifts dynamics 

are also frequently used (Trofimova (2018); Orekhova et al.  (2019); Mel’nikov (2019)). 
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Relying on the experience of Russian statistics, this research applies generalizing and specific indicators of structural 

changes for the quantitative measurement of transformations in the branch structure of the RFAZ industrial production. 

Research Methods 

The research was executed on the basis of specific weight indicators for the types of economic activity (Sections B, C, D, 
and E in the Russian National Classifier of Economic Activities (OKVED)) in the total volume of dispatched products 

from the industrial production in the RFAZ in 2017-2019. The analysis was not carried out for an earlier period since the 
transfer of the Classifier to a new version in 2017 provides no opportunity to undertake comparable calculations. 

For the determination of the mean average deviation of elements specific weights from each other in the types of economic 
activities, the quadratic absolute structural shift coefficient (or the Kazints index) was used since it, compared to the linear 
coefficient, more sensibly reacts to strong variance in the structure: 

I K=√
 ∑
i=1

(d i1− d i0)
2

n         (1) 

where di1, di0 mean specific weights of the i-th structure element in the current (1) and basic (0) periods; n denotes the 

amount of structural elements. 

For the evaluation of the structure change intensity, the integral structural shifts coefficient (or the Gatev index) was 

applied: 

I G = √
∑
i=1

(d i1− d i0)
2

∑
i=1

d i1

2 +∑
i=1

d i0

2

        (2) 

For the evaluation of the materiality level of structural difference, the index of difference between two structures (or the 

Ryabtsev index) was used: 

I R = √
∑
i=1

(d i1− d i0)
2

∑
i=1

(d i1+ d i0)
2

       (3) 

For the interpretation of (1), (2), (3), a series of conditions was applied (Table 1). 

Table 1: Interpretation of structural changes indices 

 

Index Interpretation 

IK 

< 2% - small structural shifts 

от 2 до 10% - significant structural shifts 
> 10% - strong structural shifts 

IG 0 (low intensity of change) < IG < 1 (high intensity of change) 

IR 

0.000-0.030 - structures are identical 
0.031-0.150 - low level of differences 
0.151-0.300 - significant level of differences 
0.301-0.700 - high level of structural changes 

0.701 and higher - the opposite type of structures 

 
For the determination of for how many percentage points (‰) and how fast (%) the specific weight of each type of 

economic activities is increased or reduced, the weight and speed indicators of structural shifts were used: 
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M i = d i1− d i0         (4) 

where Мi is the weight of shift of the i-th structure element. 

V i =
d i1− d i0

t
=

M i

t         (5) 

where Vi means the speed of shift of the i-th structure element; t denotes the time of structural shift. 

For (4), the accretion sign shows the direction (or the vector) of variance in the specific weight of a structure element (‘+’ 
for an increase and ‘-‘ for a decrease) and its value means a certain amount of this change. 

Results and Discussion 

The calculations (1), (2) and (3) demonstrate that the structure of industrial production in the RFAZ has, in general, almost 
not changed in 2017-2019:  

−−−− Kazints index reflected a slow speed of the structural change (IK=1.013); 

−−−− Gatev index showed a low intensity of the structural change (IG=0.021); 

−−−− Structures are identical according to the Ryabtsev index (IR=0.015). 

The calculations (4) and (5) for each structure element indicate multidirectional trends: positive structural shifts occurred 
by the types of economic activities ‘Mining’ and ‘Manufacturing’; a negative dynamics was observed in the electric power 

and water supply industries (Table 2). 

Table 2: Dynamics of shifts in the industrial production structure in the RFAZ in 2017-2019 

 

Sections OKVED 
Share (%) 

M (‰) V (%) 
2017 2018 2019 

Section B: Mining 59.8 63.0 60.9 1.097 0.549 

Section C: Manufacturing 32.2 30.4 32.8 0.654 0.327 

Section D: Electricity 7.0 5.7 5.5 -1.562 0.781 

Section E: Water Supply 1.1 0.9 0.9 -0.190 0.095 

A positive vector of shifts in Section B was ensured by the increase in the specific weight of mining in the industrial 
production of the majority of the RFAZ regions: Nenets Autonomous District (M(section B)=+7.122‰, V(section B)=3.561%), 
Arkhangelsk region (M(section B)=+4.927‰, V(section B)=2.464%), Komi Republic (M(section B)=+4.53‰ V(section B)=2.26%), 

Yamalo-Nenets Autonomous District (M(section B)=+3.487‰, V(section B)=1.743%), and Yakutia (M(section B)=+2.431‰, V(section 

B)=1.215%). Negative shifts in this Section in the Republic of Karelia (M(section B)=-0.738‰, V(section B)=0.020%), Murmansk 
region (M(section B)=-5.257‰, V(section B)=0.164%), Krasnoyarsk Territory (M(section B)=-1.301‰, V(section B)=0.041%), and 
Chukotka Autonomous District (M(section B)=-71.817‰, V(section B)=0.818%), have not had almost any impact on the general 

dynamics since the regions take a significantly small share in the RFAZ in this type of activity. 

In Section С, a positive dynamics was mainly ensured due to the increase in the manufacturing specific weight in the 
Krasnoyarsk Territory (M(section C)=+4.285‰, V(section C)=0.075%) occupying the largest (over 50%) share in this type of 
activity in the RFAZ and respectively bearing the highest possible influence on the general dynamics. Moreover, the 

manufacturing specific weight has increased in the Murmansk region (M(section C)=+12.644‰, V(section C)=6.322%), Republic 
of Karelia (M(section C)=+4.293‰, V(section C)=2.147%) and Chukotka Autonomous District (M(section C)=+71.773‰, V(section 

C)=35.866%). 

A negative dynamic in Section D was demonstrated by all the RFAZ regions, except for the Arkhangelsk region (M(section 

D)=+3.573‰, V(section D)=1.787%). In Section E, a positive shift vector was demonstrated only by the Arkhangelsk region 
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(M(section E)=+0.643‰, V(section E)=0.321%), Komi Republic (M(section E)=+0.166‰, V(section E)=0.083%) and Chukotka 

Autonomous District (M(section E)=+0.249‰, V(section E)=0.124%). 

 
 

Conclusions 

The analysis has shown that, in the majority of the RFAZ regions which are Nenets and Yamalo-Nenets Autonomous 
Districts, Arkhangelsk region, Komi Republic, and Yakutia, structural shifts demonstrate a positive dynamics in the mining 
of natural resources alongside with a negative dynamics in the other types of economic activities. The focus of these 
regions on the mining of minerals becomes more pronounced. This is corroborated by the accretion of dispatch volumes 

from the mining and extractive industries and corresponding increase of their share in the industrial production. A reverse 
trend is typical of the Krasnoyarsk Territory, Murmansk region, Republic of Karelia, and Chukotka Autonomous District. 
The shifts in the industry branch structure of these regions have shown a positive dynamics for manufacturing with a 
simultaneous reduction in the share of mining mineral resources. A general trend for almost all the RFAZ regions involved 

negative shifts in the electric power and water supply industries. The obtained results allow drawing a conclusion of the 
strengthening structural disproportions in the industrial production in the Russian Arctic. 

Determining influence is exerted on the transformations in the structure of the RFAZ industrial production by shifts in the 

industry only in several regions where mining predominates. This state of affaires will hardly change in the immediate 
future that, in general, corresponds to the targets of the Russian Arctic development as a national feedstock base (Serova et 
al. (2019); Korchak et al. (2019); Skufina et al. (2019); Yakovchuk (2020)). 
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Abstract 

 
ICT has become an important driver for economic growth in developed countries. In these countries, ICT capital investment 

has significantly contributed to increasing productivity. However, ICT is not the only factor in boosting productivity. It takes 

a skilled workforce by the ICT capacity used. Some literature concludes that the impact of using ICT does not always have 

a positive effect on productivity and economic growth, depending on ICT utilization in these countries. This condition occurs 

in developing countries. Several sources mentioned that even with the limited use of ICT in developing countries, some 

debating issues about the influence pattern of ICT usage in developing countries, is it the same or different from the pattern 

of influence in developed countries? This study investigates the influence of ICT with a proxy for digital economy activities 

on economic growth in developing countries. Not all developing countries have digital economy activities. For this reason, 

there are only 25 sample developing countries with data years 2005-2019. Based on the test results, digital economy activities 

in developing countries have a significant positive effect on economic growth. Although overall it has a positive effect, it is 

very small when compared to the effect of education investment. 

 

Keywords: ICT, online transactions, productivity, skilled labour. 

Introduction 

Information and communications technology (ICT) has been claimed to be a significant catalyst for growth and productivity 

in Asian countries (Wong, 2001) and (Lal, 2001). (Esteban Alfaro Cortes, 2010)  also claimed that ICT has a significant 

impact on economic growth, particularly in developed countries. Since these countries could be effectively integrated into 

the world market and also participate in new economic frameworks and structures known as globalization. ICT stimulates 

economic growth over those countries in the long-run. However, according to (Krugman, 1994) dan (Young, 1995), most 

growth in developing countries was driven by an increase in capital intensity than growth in Total Factor Productivity (TFP). 

Meanwhile, (Ahmed, 2016) defines the utilization of ICT as a part of the TFP factors. 

Since 1995, precisely after the discovery of the World Wide Web and browser application, a new wave of ICT has been 

spreading rapidly throughout economic activity. In this changing environment, innovation on ICT development has 

increased. Some of those improvements are such as faster access to communication networks, wider internet coverage, 

greater storage media capacity, and more growth of artificial intelligent and the Internet of Thing (IoT) among businesses. 

This have been a driving factor in wider market mobilization, faster and more intense production processes, and reduced 

production costs. The OECD defines this situasions as a new economy, where innovation and technological change are 

considered as one of the most important drivers of economic growth (OECD, 2000). 

In those situation, digitalization has become a new global trend of technological and economic development, known as digital 

economy. (Brennen & Kreiss, 2014) defines digital economy as a business transition in products and services through the 

use of digital technology. Meanwhile, (UNCTAD, 2018), (OECD2016, 2016) (OECD17, 2017) defines digital economy by 

using 2 keywords “digitalization” and “digital transformation”, the processes of  transforming business on traditional 

economic sectors such as agriculture, tourism, and transportation to digitizing their products and services. 
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After 1990s, previous analysis on the impact of ICT to output level and productivity both of on macro and micro levels in 

developed countries like the United States and Europe have been many carried out. (Stiroh, 2005), (Draca, Sadun, & Reenen, 

2006), (Kretschmer, 2012), (Belloc & Guerrieri, 2015) and other studies on that topic concluded that most ICT capital is 

relevantly contributing to growth of increased output and productivity.  However, how does the impact of ICT on economic 

performances in developing countries?  

(Irawan, 2013), (Ronia Hawash, 2019), (Raef Bahrini, 2019) and  (Mlitall Gupta, 2018) have tried to conduct empirical 

studies by analyzing opportunities the use of ICT at the level of output and productivity in developing countries. According 

to (Mlitall Gupta, 2018) ICT in India only has a positive impact on economic performance in large companies, while in small 

business has had a little positive impact. (Ronia Hawash, 2019) also got the same result, ICT only had a small effect on 

economic growth in 76 developing countries around 0,1 to 0,3 percent. Meanwhile (Irawan, 2013) argued that the usage of 

ICT in developed countries do not always benefit greater than developing countries. It depends on how well ICT utilization. 

ICT has been implemented and developed in developing countries as tools or supporting in their business fields since 2005. 

Meanwhile, China and Singapore have implemented it since the 1990s. However, the return value of ICT usage in these two 

countries has not had a significant impact on their economic growth. The effect of ICT on growth in Singapore was 1% point 

(Vu, 2013) and China was between 0.06 – 0.27 % point  (Li & Wu, 2020). (Niebel, 2018) argue that until now, there has 

only been rather weak and ambiguous empirical evidence regarding the contribution of ICT investment to economic growth 

for the case in developing countries. He claimed that the problems that arise was caused by the lack of quality macro and 

micro data as a proxy for the ICT usage in developing countries. (Irawan, 2013), (Mlitall Gupta, 2018), (Raef Bahrini, 2019), 

(Ronia Hawash, 2019) have tried to analyze the issue by using different proxies, but no one of them has tried to use a proxy 

on digiral economy activities. Therefore, this study try to investigate the influence of ICT on economic growth by using 

proxy digital economy activities. 

Literature Review 

According to Solow’s theory, poor countries will catch up to rich countries when poor countries tend to grow faster than rich 

countries. In this theory, technology is assumed as a public good which can be used free of change by everyone and 

technological progress is assumed as an exogenous factor. However, since 1990s in the era of digitalization where the 

environment has changed since the discovery of ICT, including the world wide web and internet, the growth pattern has 

shifted to divergence. (OECD, 2000) noted that the level of GDP per capita among OECD member grew divergent. This 

disparity is largerly because some countries are able to increase productibility much higher than other countries. This 

productivity increases as a result of technological development coupled with an increase in the skills of works. This note 

inline with the opinion of (Fagerberg, 1996) and (Santos-Arteaga, 2010), they revealed that in theory of “new growth theory” 

technological progess is assumed to be endogenous. Innovation is the key driver to push up the growth. Therefore “catch up” 

in most cases does not occur. Rich countries will continue to grow, while poor countries will continue to be poor. 

(Varian, 2017) explains that ICT will continuously have an important impact on economic activties in this era of 

digitalization. ICT makes it possible for business startups to significantly reduce fixed costs by outsourcing many business 

processes. Based on literature studies, several studies reveal that for developed countries, ICT penetration is a potential high 

impact on economic development (Cuervo & Menendez, 2006). In the long term, ICT penetration encourages economic 

growth, but in the short term the causal relationship does not always have such an effect, depending on the proxies used for 

ICT penetration (P.Pradhan, Arvin, Nair, & E.Bennett, 2019). (GodwinMyovella, Karacuka, & Haucap, 2020) reveals why 

the role of ICT in developed countries tends to play big role in economic growth this is becuase the policies, accessibility 

and utility of the use of ICT in these countries are well organized. Then, is ICT in developing country has same impact with 

developed country? 

Much of the literature has discussed the influence of ICT on economic growth in developing countries. However several 

studies have shown weak and ambiguous results. This makes the issue still a matter of debate. Such as (Raef Bahrini, 2019) 

and (ChandanaChakraborty & Nandi, 2011) stated that ICT encourages economic growth in developing countries as long as 

the ICT proxy used must be the same. This is also supported by (Mlitall Gupta, 2018) that the use of ICT in small, medium, 

and large businessess both provides benefits in increasing porductivity, but the level of influence varies depending on the 

size of business. In addition, the main cause of the above issues is the unstandarted and unavailability of ICT related to 

avaibility data in developing countries. Therefore, until now there is no standard and appropriate proxy to measure the use 

of ICT on economic growth. 

Digital economy activities have penetrated very quickly and rapidly in developing countries. However, the literature 

explaining the meaning and measurement of the digital economy itself is still very limited. Starting from the emergence of 

the theory of “new economy” which is stimulated by high investment expansion. The spread an increase of innovation in the 

development of its application in ICT which led to the emergence of associations of sustainable growth and new economic 
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restructuring (OECD, 2000). (Kudyba & Diwan, 2002) explained that to understand the concept of the evalution of the new 

economy, it is necessary to see the process of change in a concrete way. Through the use of ICT it has created new, broader 

and more sustainable processes and markets. Therefore this general perception has changed the paradigm of the economy in 

such a way that the new economy is different from the "old economy". 

Simultaneously with the paradigm shift above, another new term has emerged known as digital economy. There are several 

literatures that explain the concept of digital economy even though not explicitly. (Tapscott, 1996) focuses on the definition 

of digital economy in relation to the paradigm of new economy, new business and new technology. Where advances in 

networking technology and smart machines will create welfare and social development. (Lane, 1999), (Margherio, 1999), 

(Mesenbourg, 2001) and (Bukht & Heeks, 2019) define the digital economy as an economic activity that involves the use of 

the internet, mobile networks and online payments. The form of digital economy activity is usually in forms such as food 

and service delivery business, retail sale of tangible goods. This form of business is called electronic commerce (e-

commerce). 

Based on the above definition, this research focuses on e-commerce business activities or business services that use online 

media. In the digitalization era, small, medium, or large companies usually provide online and offline services to their 

consumers. Companies that provide online services certainly use ICT as an input factor for their production. Some of the 

ICT inputs include the internet, server capacity, computers, and a set of communication network media. The amount of use 

of ICT for online service purposes is generally commensurate with the sales level. If the demand exceeds the capacity of 

ICT, the company will increase the space for ICT use, in order to streamline the online process. 

Therefore, digital economy activities as a proxy for total factor productivity (TFP) in production function equation and ICT 

investment will have a positive effect on productivity, while the number of workers will have a negative effect on 

productivity. According to (Jorgenson D. W., 1991) in general, increased productivity will contribute to increased economic 

growth. Therefore, the hypotheses that can be formulated are: 

Hypothesis : digital economy activities have a significant positive effect on productivity. 

Note: some specific equations are not included. 

Research Metodology  

This study generally aims to investigate the use of ICT on economic growth. The use of ICT is measured using the ICT 

utilization intensity approach in digital economy activities. The amount of this value is proxied using the output value of 

economic activity through online media. For this reason, the specific purpose of this research is to investigate digital economy 

activities on the productivity of developing countries. Meanwhile, the productivity in empirical studies is proxied by GDP 

per capita. 

Based on the literature review above, the equation model: 

ln ������	
���
� = �� ln �����
��	����� + �� ln ������������ − � �����!�
���� + �"��#�ℎ���
��
%��� + & 

GDP per capita as the dependent variable, where the value of this variable will be the purpose of analysis and prediction 

from the empirical testing model above. Meanwhile, digital economy activity, IT investment, total population and several 

other control variables become regressor variables in the prediction model above. Digital economy activity includes 2 

variables, namely activities on e-commerce and transaction activities carried out online. Meanwhile, other control variables 

in this study include year schooling and education expenditure. 

In above equation, GDP per capita represents productivity, digital economy activities represent the large use of ICT in 

economic activities. Digital economy activities are promoted as TFP in the use of ICT. In this study, digital economy 

activities consist of e-commerce, online car rental, online lodging and online hotel reservations. Other control variables: year 

schooling represents the level of skilled labor, education expenditure represents the amount of investment for increasing 

knowledge. Meanwhile, IT investment represents the amount of IT capital invested by the company.  

The data used is panel data for 2005-2019 which was collected from https://www.portal.euromonitor.com/. Not all 

developing countries have digital economic activities. Therefore there are only 25 countries: China, Hong Kong, India, 

Indonesia, Malaysia, Philippines, Singapore, South Korea, Thailand, and Vietnam, Ukraine, Argentina, Brazil, Chile, 

Colombia, Ecuador, Mexico, Peru, Egypt, Israel, Kenya, Morocco, Saudi Arabia, South Africa, and Turkey. This study 

classifies groups of developing countries based on the classification of the United Nations(Nations, 2019). 
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Empirical Result and Discussion 

Descriptive Analysis 

In general, the sample of this study has almost the same characteristics of the average GDP per capita, digital activities, ICT 

investment and education investment. However, Singapore, Hong Kong China, Israel, South Korea, and Saudi Arabia tend 

to have a higher average GDP per capita than other developing countries, but digital economic activity is still at the spread 

of developing countries. This is due to the increase in the population of Singapore, Hong Kong China, Israel, South Korea, 

and Saudi Arabia which is relatively much lower than the increase in the value of GDP per capita per year in these countries. 

 

In contrast to China, it has characteristics with the average level of digital economy activity, ICT investment and education 

investment higher than other developing countries. However, the average GDP per capita is lower. This is the opposite from 

before, that the increase in China's population is much higher than the increase in the value of GDP per capita per year. This 

can be seen in figure 1.  

 

 
Figure 1: The distribution sample data: ecommerce and GDP per capita 

In a descriptive approach, the average GDP per capita value is 9.86 million dollar with a standard deviation of 13.57 and a 

coefficient of variation of 1.37. Meanwhile, the average e-commerce value is  8501.22 million dollar, with the lowest value 

being zero. The lowest value here, zero, indicates that there are countries that have no ecommerce activity in a certain year, 

that is Vietnam. Vietnam just started ecommerce activities in 2010. This ecommerce activity really depends on the readiness 

of each country in implementing ICT. Therefore, the e-commerce value is very varied, with a coefficient of variation of 6.9. 

The percentage of online transaction activity and year schooling is relatively uniform. Although the lowest value is the 

percentage of online transaction activity of 0.52 percent with the highest of 51.02, the average distribution is not too varied, 

with a coefficient of variation of 0.7. The year school variable is more uniform with an average of 11.72 years and the 

coefficient of variation of 0.052. 

Data on telecommunication ICT investment variables, education investment and population have a relatively more diverse 

distribution compared to business activity variables through online transactions and school years. The coefficient of variation 

for the three variables is 2.5; 2,5 and 2,11 points. One of the factors for the diversity of these variables may be due to the 

applicable government regulations and the culture of each country.  

Statistical Inference 

This study tries to regress the model using 3 (three) different estimators. First, Pooled OLS, this estimator assumes that the 

intercept(() and the slope coefficient (�) are constant across time and cross sectional unit. Therefore, the error term capture 

two kinds of error that caused by differences over time and over cross-sectional units. This estimator also does not control 

unobserved effect. (Cameron & K.Trivedi, 2005) revealed that in the panel data model, the error term tends to be associated 

with the error from time to time for a particular individual. This will cause the estimator to be greatly downward biased. 
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Based on the results of testing using the unobserved effect neglect assumption, all regressor variables are significant to the 

dependent variable, except for the length of school variable. This may be due to the variation in the sample data that is not 

too diverse, so that the effect of variance between time and individuals does not have a significant effect on the error term. 

Although the estimation results show that almost all regressors have a significant effect, however(Cameron & K.Trivedi, 

2005) emphasized that the panel data model with the pooled model tends to be biased. According to him, the unobserved 

effect control assumption is very important in the panel model data. Where each individual contributes to an error in each 

period of time, this error needs to be controlled. 
 

Flashback to the previous session, the model assumption used in this study is the Fxied Effects and it has been predicted that 

the variables of e-commerce and online activities will have a positive effect on GDP per capita. Meanwhile, the results of 

the Pooled OLS estimator testing show that online activity variables have a negative effect on GDP per capita. This may be 

due to an unobserved effect that is not controlled in the model. So that it contributes to the error term, as a result the estimates 

tend to be biased. This is in accordance with what was expressed(Cameron & K.Trivedi, 2005). 
 

The second is the Random Effect estimator. This estimator controls the individual-specific or unobserved effect of each cross 

sectional unit which is assumed to have the same intercept error term. The Random Effects estimator will be consistent under 

the assumption of the Random Effect Model. However, the prediction model in this study assumes unobserved individual 

effects as fixed effects. Hence, the Random Effects estimator is inconsistent. 
 

Based on the results of regression testing (see table 3), the Random Effects estimator shows that 4 (four) regressor variables, 

namely: e-commerce, telecommunication investment, education expenditure and population have a significant effect on GDP 

per capita. Because the model assumption in this study is Fixed Effect, under these assumptions the estimation results with 

the Random Effect estimator lead to inconsistent. Therefore, the estimator regression results are not used. 
 

The third Fixed Effect estimator or Within estimator is an estimator that controls individual-specific effects that differ over 

time and over individuals. This estimator changes the main model to within model by subtracting the main model with the 

average over time. (Cameron & K.Trivedi, 2005) stated that within estimator is a special feature OLS estimator which 

produces β parameter estimation that is consistent in the fixed effects models assumption. To ensure that this estimator is an 

appropriate estimator to regress model, use the Hausman test. This test will compare between the fixed effect estimator and 

the random effect estimator, which one is the best. Based on the test results the fixed effect estimator is the most suitable 

estimator for regressing model, which is indicated by the true chi2 value of 0.0006 which means reject Ho, the unobserved 

effect systemic coefficient. This proves that the theories presented(Cameron & K.Trivedi, 2005) are proven in the regression 

of this study. Therefore, the regression results with the within estimator or fixed effect estimator approach will be used in 

the prediction representation. 

Table 1: Result of panel regression for Fixed Effect Model 

-------------------------------------------------------------------- 

                           Pooled              RE              FE    

-------------------------------------------------------------------- 

lnecommerce                0.0795***       0.0806***       0.0835*** 

                          (10.57)          (9.28)          (9.49)    

lnonline                  -0.0662*         0.0111          0.0284*   

                          (-2.58)          (0.77)          (1.98)    

lnyearschooling           0.00786          0.0954           0.192    

                           (0.02)          (0.37)          (0.76)    

lnteleinvestasi             0.259***       0.0478***       0.0234    

                           (8.79)          (4.20)          (1.96)    

lneducexpend                0.618***        0.694***        0.746*** 

                          (19.40)         (25.52)         (25.08)    

lnpop                      -1.003***       -1.048***       -1.659*** 

                         (-51.98)        (-17.45)        (-12.28)    

Constant                    5.093***        6.040***        12.14*** 

                           (5.60)          (7.10)          (8.28)    

-------------------------------------------------------------------- 

Observations                  370             370             370    

-------------------------------------------------------------------- 

t statistics in parentheses 

* p<0.05, ** p<0.01, *** p<0.001 

 

Based on the regression using fixed effect assumption, digital economy activities have a positive effect on GDP per capita. 

If digital economy, e-commerce and business activities through online transactions increase by 1 percent, then GDP per 

capita will increase by 0.083 respectively; and 0.028 percent. This is in line with the prediction that increased digital economy 

activity will increase GDP per capita. However, in the case of developing countries, the effect of the digital economy on 
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GDP per capita is still very small. Even though in the last five years, the digital economy value of developing countries has 

exceeded the value of developed countries. The amount of this value has not been able to have a strong influence on 

increasing GDP per capita of developing countries. This can be caused by several things, including the first: maybe the proxy 

variable is not correct so that there is a measurement error. Second: perhaps the measurement of GDP in developing countries 

has not captured and included elements of digital economic activity in the GDP calculation. This is as stated by(Ahmad & 

Schreyer, 2016) and (Watanabe, Tou, & Naveed, 2018). 

Meanwhile, telecommunication investment, education investment which includes education expenditure and length of 

schooling have a positive effect on GDP per capita. However, only investment in education has a significant effect on GDP 

per capita. Telecommunication investment is significant under Pooled OLS and Random Effect estimator, but vice versa 

when it is under Fixed Effect estimator it becomes insignificant. Based on Table 1, it can be represented that if investment 

in telecommunications, investment in education and length of education increases by 1 percent, then GDP per capita will 

increase by 0.023; 0.74; and 0.192 percent. 

Investment in education has a relatively bigger impact than investment in ICT (telecommunication). In the long term, 

educational investment will provide increasing returns to scale. Meanwhile, investment capital will give decreasing returns 

to scale. This is in accordance with the theory(Romer, 1986). For this reason, this may be the reason why the effect of 

increasing education investment on increasing GDP per capita is greater than capital investment (telecommunication). 

Unlike the previous regressor variables, the size of the population has a negative effect on GDP per capita. Based on the test 

results, the population has a significant effect on GDP per capita, with the representation: if the population increases by 1 

percent, then GDP per capita decreases by 1.659 percent. The magnitude of the influence of population on GDP per capita 

is relatively greater relative to the influence of digital economy activities and educational investment. This should be a 

consideration for developing countries to be able to better control the rate of population growth. 

Conclusion and Recommendation 

Digital economy activities have a positive effect on GDP per capita in developing countries. However, the influence of these 

variables is still very small, namely on average of 0.05%. During the last 5 years, the value of digital economy activities in 

developing countries has increased sharply, exceeding the digital economy value of developed countries. However, the 

magnitude of the influence of digital economy activities in developing countries is much smaller than in developed countries. 

According to the author, this is due to the inadequate measurement of GDP in developing countries in covering digital 

economy activities. For this reason, developing countries should start updating their GDP measurements to accommodate 

digital economy activities that may have contributed a lot to the country's economic growth. 

Another factor that needs to be considered in the era of digitalization is the ability of the workforce. Without a skilled 

workforce, ICT implementation will not have a strong influence on economic growth. This is evident from the test results, 

education investment has a positive effect on GDP per capita, which is relatively greater than investment capital 

(telecommunications). Therefore, developing countries need to improve the skills of their workforce through increased 

investment in knowledge and skills. 

As explained earlier, the large population in developing countries has a negative impact on GDP per capita. On average, the 

population of developing countries is much larger than the population of developed countries. While this study shows that 

population size has a negative effect on GDP per capita. Therefore, to encourage economic growth in developing countries, 

it is necessary to control population growth. 
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Abstract  
 
Digital piracy, understood as the unauthorised downloading and sharing of files protected by copyright, has not been 

sufficiently understood so far. One research gap of importance is the multidimensionality of the interpretation of digital 

piracy by parents, as it is they who are responsible for enhancing the digital competences of their children and creating 

educational and technical solutions that enhance digital safety in the home environment. The aim of the study was to 

present the characteristics of the phenomenon of digital piracy among children and young people from the perspective of 

their parents' opinions. The study was conducted among Polish parents (purposive sampling, N=22) using a structured 

interview tool. Based on the collected data, it was noted that: 1) Piracy is most often interpreted as a process that is 

connected to legal issues; 2) The concept of ‘permitted use’ is misunderstood by most parents; 3) Respondents rarely 

consider piracy in terms of downloading and sharing copyrighted files; 4) Parents draw attention to the socio-technical 

dimensions of piracy, which make it impossible for the phenomenon to be eradicated entirely; 5) Some parents interpret 

piracy incorrectly, equating the concept with other risky behaviors; 6) Digital piracy is interpreted differently within the 

studied group, both positively and negatively; 7) Some parents are aware that some files downloaded are of pirated origin; 

8) Most often, in the opinion of the parents, their children share content and pictures through social media; 9) Piracy, 

considered as file sharing in the opinion of the parents, is not a common phenomenon; 10) Many of the parents 

misinterpret not only the responsibility for piracy activities, but also the specificity of the phenomenon; 11) Parents should 

also participate in the process of the development of digital competence connected to the risk paradigm of media 

pedagogy, especially in the soft aspects. 

 

Keywords: Digital Piracy, Parents, Opinion, Digital Literacy, Poland, Digital Safety 

Introduction  
 
Digital piracy is a phenomenon that has come under intense scrutiny by sociologists, economists, lawyers, and IT 

specialists for many years. Piracy, here understood as the unauthorised downloading and sharing of files, still gives rise to 

many doubts as to its definition and interpretation. Moreover, it is the subject that is the least recognised in the Polish 

educational literature, particularly in comparison with other threats, such as cyberbullying, electronic aggression, or 

problematic use of the Internet. This may result from the fact that learning about the phenomena related to unauthorised 

file sharing and downloading of selected types of files requires a thorough knowledge of both computer science and law. 

Most often, piracy is analysed in terms of the scale of the phenomenon or concomitant variables, such as digital literacy - 

digital competence (Tomczyk, 2018), styles of media use (Tomczyk, 2019), or means and needs related to the use of digital 

files (Tomczyk, 2021). Piracy is rarely analysed in relation to the family environment, which is the primary environment 

for socialisation and media education. Therefore, this text seeks to fill the gap at the boundary wall between the processes 

related to the formation of digital competence in the home environment and issues related to new media law. Looking at 

the issue of piracy through the perspective of the parents allows us to understand the micro-worlds of upbringing, 

especially since these are so entangled within the intensive development of the information society. 

Research Methodology 

 

Objective and Subject Matter 

 
The aim of the research was to present the means of understanding and interpreting digital piracy among children and 

young people from the perspective of their parents' knowledge and experiences. The aim of the research was connected to 

the phenomenological interpretation of behaviour referring to the violation of intellectual property rights in the home 

environment. The research was oriented towards parents, i.e. the group which is responsible for upbringing and the media 

socialisation of their children. The subject of the research was the parents' statements, which referred to four questions 

related to: a) the understanding of piracy by the representatives of this community, b) parents' knowledge of their children's 
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downloading habits, c) knowledge of their children's file sharing, and d) their interpretation of piracy from the legal 

perspective. The research was narrowed to these four areas of what is, nonetheless, an enormous subject area, mostly due 

to the constraints of presenting the results – which is here  presented in the form of a short conference report. 

 

Research Procedure and Technique for Analysing Statements 

 
Twenty-two parents living in Poland were invited to participate in the study. The criteria for the selection of parents for the 

study were availability, consent to participate in the study, and having a child of school age. The research was carried out 

by students of pedagogical faculties who selected their interlocutors intentionally (non-randomly) while observing the rules 

of social research. The statements were subjected to: analysis (conformity of statements with the topic), categorisation 

(assigning responses to groups with consistent features), and interpretation (among others, by referring to previous research 

results). 

 

Research Ethics 

 
All of the interviews with the parents required the consent of the interviewees. The interviews were recorded and then 

transcribed with the personal data of the interviewees expunged. The transcription and the quoted statements make it 

impossible to recognise the identity of the interviewees. The statements only have data assigned to them, such as: gender: 

M - female, K - male; education: M- secondary, W- tertiary, as well as the number of children that parent had. The parents 

participating in the study were informed about the scientific aim of the research and about the possibility to withdraw from 

participation in the study at any stage of the interview. 

 

Limitations of the Methodology Adopted 

 
The methodology adopted has several limitations. Firstly, it is a qualitative study which only presents the opinions of 

parents, not the scale of the phenomenon. These parents' opinions may differ from the actual state of affairs, e.g. authentic 

legal solutions. The number of people participating in the research does not allow the conclusions to form generalisations 

for the whole population of parents in Poland. The methodology adopted necessitates further qualitative research be 

undertaken in order to saturate the emerging categories. 

 

Test Results 

 

Parents' Understanding of Digital Piracy 
 

Understanding digital piracy is the guiding category for delineating how the phenomenon is defined. Understanding piracy 

is not an easy process, as evidenced by the many interpretive controversies both in the perspective of legal arrangements 

(Taylor et al., 2009; Tomczyk, 2019) and colloquial discussions on piracy. Presenting these varied interpretations allows 

not only an exploration of opinions on piracy among parents, but also the delineation of predictors of piracy that go beyond 

official definitions. 

 

For the interviewees in this study, piracy is synonymous with the unauthorised downloading of files protected by 

intellectual property rights. Downloading is in this case classified as illegal, i.e. beyond the limits which, according to the 

parents surveyed, are established in the legal layer.  

 

My understanding is that this is simply downloading illegal files. (K, W, 1) 

For me, software piracy is... I mean, I understand it as downloading various content from the Internet where we 

supposedly break the law, the copyright, i.e. music, books, some programmes, games, for which we would normally 

have to pay if we acted in a way provided for by the law. In this case, we simply download them illegally, because it 

is possible, and we do it without paying, which is simply stealing. (K, W, 1) 

 

For another group of parents, piracy is synonymous with file sharing. Considering the legislation in force in Poland, both 

groups of answers are correct under certain conditions. Firstly, not all forms of downloading are treated as infringement of 

legal principles. This is due to the dissolution of permitted use (Czetwertyński, 2016). Secondly, not every download is 

directly associated with financial and criminal liability. 

 

To me it's mainly associated with downloading and distributing things that you would just have to pay for, and 

someone is doing it for free. So I think it's a very widespread phenomenon and it's hard to say how widespread it is, 

because I think everybody downloads something from the Internet. (M, W, 1) 
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In the surveyed group of parents we can also find indications that define piracy very precisely, i.e. as behaviours related to 

various dimensions of activities concerning copying a work without the consent (e.g. in the form of a licence) of the author 

of the property or copyright. 

 

Simply put, software piracy is simply the illegal downloading, copying and managing of someone else's property 

without the author's permission, (Ś, K, 1) 

 

The legal dimension is highlighted by selected respondents. Some parents emphasise that software piracy is primarily the 

use of software without a proper licence. The licence, in turn, is strongly linked to the payment of fees. 

 

Software piracy involves using programmes and files without having a legal licence to use them, thus breaking 

copyright laws. (M, W, 1) 

 

Piracy is also considered a difficult phenomenon to eliminate, which opinion results from the global character of the 

Internet, apparent anonymity, and the lack of effective controls to eliminate completely the phenomena which are related to 

the flow of data on the Internet. Moreover, some respondents draw attention to the social aspect of piracy. 

 

I think it is illegal and should be stigmatised in society, but let us agree it is not feasible, it is impossible to control 

the actions of all users on the web. A given file may be downloaded several hundred times in the course of a day. I 

think that the Internet creates consent for such actions and we should punish the administrators of sites, those who 

make files available rather than those who download them, because very often they do it unconsciously thinking that 

if something is on the Internet, it is freely available and can be downloaded without any problems or consequences. 

(W, K, 2) 

 

The social aspect of piracy was very often voiced by parents. Those invited to the study emphasised that many people fail 

to clearly define what digital piracy is. This is probably due to the generally low knowledge of copyright law and the 

prevalence of websites offering access to pirate copies. According to one parent, piracy is not a very noticeable problem 

compared to other risky behaviours mediated by digital media. 

 

I think this is a big problem, but we still do not hear or know enough about it. It seems to me that both younger and 

slightly older people do not realise that downloading files from certain sites is illegal and punishable. It is also 

more common to raise other issues concerning online dangers, avoiding the problem of piracy. (K, W, 2) 

 

Piracy is also sometimes misinterpreted. Some parents equate piracy with behaviours and situations that are attributed to 

the negative side of ICT, but are not directly related to the infringement of intellectual property. Piracy may also be 

misunderstood among the surveyed group, as evidenced by the following answers. 

 

For me, software piracy is all kinds of viruses, malware, some kind of stealing of private data from a computer and 

using it for improper purposes. (K, W, 2) 

Software piracy is stealing data and distributing it without the knowledge and approval of the person who owns the 

rights to it. (M, W, 1) 

 

There are also controversial indications to be found within the parents' statements. For example, one parent emphasises that 

many people are aware of the illegality of certain activities on the Internet, but piracy has become part of cyberculture, 

with the result being that this phenomenon can contribute to enriching the entertainment sphere mediated by ICT. 

 

It is certainly illegal, but it is part of the culture and I think without it there would be nothing to do on the computer. 

(K, Ś, 2) 

 

There is also a group of parents who hold opposing opinions. Some parents with high levels of what might be termed 

ethical sensitivity deny ever downloading unauthorised content. This group downloads files for both entertainment and 

learning support tasks exclusively from legal sources. Parents are thus a divided group in the context of the sources of 

digital file. 

 

Well, somehow I mainly associate it with films. At home we are anti-piracy. All the movies we watch, we have 

bought legally. Because my husband is against downloading. For example, when a child needs background music 

for some performances we buy it. From various sites. As far as I remember, it never happens that we download 

anything. (K, Ś, 1) 
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Within the surveyed group we can also find parents who downplay the problem of piracy. Among the arguments used to 

legitimise the phenomenon of piracy is the attribution of low social harm to piracy within selected age groups. However, 

the question that emerges in this area is to what extent habits related to the infringement of intellectual property goods 

during childhood or adolescence may shape negative or risky patterns of ICT use in later stages of life (Tomczyk & 

Potyrała, 2019).  

 

I have never given it much thought. I have never associated it with any great crime. For me it is negligible. If a 

child downloads a film, if, of course, it is not a pornographic or sadistic film, but a film that he or she wants to 

watch because, for example, it is fashionable and has recently been released in cinemas, what is so terribly wrong 

about this? Sure it shouldn't be like that because it's copyrighted, but I think the law should deal with more 

important things than that. (K, Ś, 3) 

 

However, some parents offer statements about the nature of piracy that contradict this entirely. Some of the respondents 

believe that the countries of Central and Eastern Europe are characterised by an extensive scale of piracy. The solution to 

this situation, according to the parents, is education provided by schools and related entities. That idea notwithstanding, the 

following statement is also clearly related to the role of the family in terms of socialisation and media education. 

 

I believe that the problem is a big one and should not be underestimated, especially as our country is still in the 

lead when it comes to software piracy. Only education of children and young people in this area can improve this 

situation. I am referring here not only to the activities of schools and educational institutions, but also, and perhaps 

above all, to the influence of the family home in this respect. (W, K, 2) 

 

Parents have diverse ways of interpreting digital piracy. In the statements analysed it is possible to notice many threads 

attributed to general considerations concerning the unauthorised circulation of files. These are social issues, educational 

issues, issues related to the ludic sphere, the stage of development of the information society, and the legal interpretation of 

the phenomenon. The quoted statements show how complex and multidimensional the problem of digital piracy truly is. 

 

Most commonly downloaded files by children and adolescents from the parents' perspective 
 

Piracy can take many forms. The unauthorised circulation of files can be carried out through: downloading without 

breaking the law (e.g. under fair use); downloading with breaking the law (e.g. downloading software and games); and 

downloading with simultaneous sharing in violation of legal standards. Leaving aside the issue of legal infringement, 

downloading is the most common type of digital piracy. In this research, the parents were asked about the types of files 

their children download. The parents very often emphasise that entertainment audio-visual material is the most common. 

 

I think all sorts of films, songs. (K, W, 1) 

As a rule, I do not look at his download history. I think there is nothing to hide. I'm sure he has some movies, music, 

maybe games. (M, W, 1) 

I think my child mainly downloads music, he certainly downloads some games. I'm sure like his peers he downloads 

things, just without paying for them. (K, W, 1) 

I think music, games and various apps for the phone. (M, W, 2) 

Mostly downloads MP3 files. 

Just movies, music, games, probably some other software. (K, Ś, 3) 

 

From the statements collected it can be seen that some of the parents surveyed have knowledge about the types of files 

their children download. At the same time many of them are aware that certain files may have been pirated. There are also 

statements that suggest that the parents attempt to make their children aware of the source and specifics of different 

Internet resources. These are not responses that can be observed very frequently, but such responses also emerge from the 

data. 

 

I try to control, in many ways of course, what my child looks at on the computer. Of course, I can't do it all the time. 

I think I've made my child aware enough that he knows what he should and shouldn't download. Now, as a 14 year 

old, I think it's mostly on communication channels related to social networks, and computer games. What she 

downloads, um, at this point I think issues related to the online community, so to speak, that is what is available on 

Facebook, Instagram. Everything there is not always in line with her age and what she should be familiar with at 

the age of 14. (M, W, 1) 

 

Among the discussion of the types of files commonly downloaded, there are also statements that go beyond the ludic 

nature of the material collected. Some parents highlight the praxeological features of the files their children download. 

However, it is not clear what the source and the types of licences are that are associated with these types of software and 
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documents. It is also not clear whether the answers listed below are based, as in the other cases, on the parents' perceptions 

or their actual knowledge. 

 

My child usually downloads teaching materials: some maps, templates for assignments, specimens of documents. 

(K, W, 2) 

My child Magda most often downloads various types of games from the net. In second place are some music files, 

but she also downloads educational materials, I mean all kinds of summaries, studies of school books, because she 

does not like and does not want to read books. (M, K, 1) 

It seems to me that most of the time these are programs for editing photos, editing films or programs for creating 

3D models. My son is interested in this, I know that such programs are very expensive and he often uses the ones 

available on the net, with free licenses or demo versions. He tends not to download music or films, as they are 

available on the Internet and can be easily listened to and watched there without the need to download it to his 

computer. (W, K, 2) 

 

Analysing the responses, it can also be noticed that among the parents it is possible to distinguish those who deny the 

situation connected with downloading pirated copies. There is a group of interviewees who emphasise that issues related to 

trust, technological changes (e.g. the growing availability of files via on demand services or applications in the cloud) 

mean that their children do not need to download pirated copies.  

 

Unfortunately I do not have time to monitor my child online but I rather trust him (K, Ś, 1) 

My child does not download, he has all the things he needs online. (M, W, 1) 

I think this is not a big problem. Definitely a more important issue is children contacting strangers on the other side 

of the screen, via chat rooms. You never know who might "click" with your "kid" and what topics they might talk 

about. (M, W, 1) 

 

Among the statements there are also indications that digital piracy, considered within the wider category of risky 

behaviour, is a much less dangerous e-risk than other situations mediated by new media, which is in line with previous 

reports on the phenomenon (Tomczyk, 2021). In general, the parents surveyed may be characterised by: a high level of 

declarative knowledge about the file downloading carried out by their children; latent or overt acquiescence to piracy; 

denial of the occurrence of this type of behaviour; and the depreciation of piracy in comparison with other risky 

behaviours. The issue of downloading pirated files is not a homogeneous phenomenon, as evidenced by the parents' 

statements (Hashim et al., 2014). 

 

Most Commonly Shared Files 

 
As mentioned in the previous section, piracy can be divided into two actions: downloading, and file sharing. The parents 

were asked about the types of files that are shared most frequently by their children. This question was connected with 

demonstrating  the knowledge of those raising the children, as this appears to be closely related to the piracy actions 

engaged in by the children. On the basis of the collected data, it was noted that the parents perceive above all a high level 

of activity of their children on social networking sites (SNS). It is these types of sites that parents perceive as being of 

greatest interest. SNS use is not only related to browsing, but also to sharing information. This category is not associated 

with piracy. 

 

He mainly posts some pictures on social networks. (K, W, 1) 

I suspect these are photos on social media (K, Ś, 1) 

Probably some pictures of themselves on social media, maybe some posts, information, I think nothing more. (K, W, 

2) 

 

Mostly, of course, he communicates through various social networking sites, both in written form and through 

photographs. Well, the photos he shares with his friends, colleagues, from his life at school, outside school. I think 

that this is what he shares most often. (M, W, 1) 

 

One parent also highlighted the transformation taking place due to the increased popularity of some SNS. According to one 

parent, children and young people are now also very often involved in sharing material on streaming platforms. What is not 

clear is the content of the shared files. If the material is original, this is not a problem in most cases. Activity that violates 

the copyright of others (e.g. the use of copyrighted music or films) is much more problematic. 

 

Well, I think Facebook is definitely the frontrunner here, which means photos, comments, maybe some videos of 

their Youtubers that they watch there. As a rule, I think that's it. Nothing else comes to mind. (M, W, 1) 
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One of the parents surveyed indicated that their child does not share any files. Such indications are not very frequent, but 

they are also confirmed in other studies attributed to the sociology of the Internet and media pedagogy (Pyżalski et al., 

2019). Indeed, there is a group of children and adolescents who mainly download files rather than sharing their own 

creations. 

 

I think nothing. It practically makes nothing available online. (K, Ś, 2) 

 

Based on the data collected, it can be seen that parents mainly parents recognising their children’s activity on social media 

(Doty & Dworkin, 2014; Stošić, 2014). None of the parents mentioned a situation related to file sharing that infringes 

someone's intellectual property, though this lacuna could be due to the limitations of the size of the study group, parents' 

knowledge, and the weaknesses of qualitative research. However, following the parents' statements, it is clear that the file 

sharing aspect of piracy classified is not a phenomenon often noticed by the parents. Similar conclusions can also be drawn 

from quantitative research elsewhere (Tomczyk, 2018).  

 

Piracy as A Criminal Offence 

 
The concluding element of this exploration of the issue of piracy is the presentation of the parents' opinions on defining 

piracy as a criminal activity, thus going beyond the exclusively ethical interpretation (D'Rosario, 2021). This way of 

presenting the phenomenon is of interest not only to show the level of the parents' knowledge of intellectual property law, 

but also to present their role and responsibility in the process of reconciling the financial and legal consequences of piracy  

(Lee et al., 2018).  

 

Among the surveyed group we can distinguish parents who emphasise explicitly that piracy is a crime. However, such a 

statement is not fully valid in the Polish context, because, as mentioned before, this requires consideration of the type of 

file, and whether it was downloaded or also shared. Nevertheless, one of the parents makes it clear that the punishment for 

piracy should be adjusted to the age of the person committing the act. The same parent stresses that this phenomenon also 

affects adults. 

 

As for my son, well, you know, piracy is a crime just like any other. Ignorance or pretending that the problem does 

not exist is no excuse either. There is no denying that none of us is a saint. Everyone has at some time or other 

downloaded something from the Internet. We can only be glad that we have not been more severely punished for 

this. Like I said, it's a crime and I don't think it should be severely punished, but someone did something and they 

should get money for it. (M, W, 1) 

 

The issue of ambiguity related to the interpretation of the phenomenon of piracy appears very often in the statements made 

by the parents. Many of the respondents unequivocally declare that piracy is a crime for which there are various forms of 

responsibility. For many parents all activities related to downloading and sharing files are treated as activities that incur 

similar consequences, which is not fully compliant with the current legal situation in Poland.  

 

Yes, I think this is an offence punishable by a fine equal to the value of the downloaded software. (M, W, 1) 

I would call it more of a misdemeanour, and what can be done about it? Maybe some financial penalties, warnings. 

(K, W, 2) 

Software piracy is certainly a crime. It is punishable by trial and a severe sentence, or even simply by 

imprisonment. However, I am not able to say which specific punishment a child faces depending on his or her age. 

(M, K, 1) 

Piracy is illegal, so yes, I consider it a crime that can get a child in trouble with the police. (K, Ś, 2) 

 

The parents surveyed, despite their often vague interpretation of the phenomenon of piracy, differentiate between acts 

committed by adults and by children. Some respondents point out that the metric age determines the forms of responsibility 

for various forms of piracy. 

 

I think yes, it is a crime. I think the Criminal Code says something about it, but I think the punishment is mainly for 

adults. Children maybe face some kind of reformatory or probation, but I don't know exactly. (W, K, 2) 

For me, piracy is definitely a crime, I have no doubt about that. In fact, I have taught and brought up my son since 

he was a child, explaining it to him. I don't know the legal situation, I don't know what the consequences are, but I 

understand that there are the same consequences for this as for various other crimes. I think it is either some kind of 

probation or some kind of family court or there are some kind of fines for the parents. Of course, these financial 

consequences have to be paid by the parents. I do not suspect that a child would be sent to a correctional institution 

for such actions, but it is definitely a criminal responsibility. (K, W, 1) 
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In our law it is a crime and I think a fine would be fine, after all a child cannot be put in prison for something like 

that. (K, Ś, 3) 

 

One of the interviewees, after reading the question, expressed strong concerns about their lack of knowledge in the area. 

These types of answers are characteristic of parents who are not convinced of their own knowledge at the border between 

digital competence and law.  

It seems to me that it is an offence to download or share films, games and other files that have just appeared on the 

market, because the creators lose out. I think there may be a fine for this. To tell you the truth, I am not very 

familiar with the law on this particular subject. So I will have to educate myself. (W, K, 2) 

 

Among the sample group, several responses were singled out that show the responsibility of the parent for the acts 

committed by their children. Some parents point out that it is they themselves as legal guardians who are obliged to repair 

the harm caused by their children. This applies to both offline and online harm. The criterion determining the responsibility 

of the parent for the acts committed by their child is the metric age of the minor. 

 

I think piracy is a crime and the responsibility for this crime lies with the child's parents. (K, W, 1) 

Well, of course, in view of my profession, I am well aware that piracy is a crime and there is criminal and civil 

responsibility for it. However, until my child reaches the age of 18, or 17 if we talk about the Penal Code, this 

responsibility rests on me as the person who supervises or takes care of the child. (M, W, 1) 

I think that, as far as the age of the child is concerned, it is rather we, as parents, who are responsible, as far as I 

know, for the criminal responsibility, and we also have to pay attention to copyright. In fact, piracy is a crime, so it 

would be good to teach children that downloading music for free from any website or any video files is punishable, 

so that they are aware of this. (K, Ś, 3) 

 

Legal responsibility, according to some parents, should be differentiated according to the scale of the infraction. However, 

this is not the correct interpretation of existing legal solutions, but a postulate emerging from the opinion of one of the 

parents interviewed. 

 

If someone does it on a large scale, I can agree that it is something that should be oppressed. But if someone 

downloads for themselves, for their own needs, then in my opinion this is nothing wrong. It is difficult for me to say 

what the legal consequences are. (M, W, 1) 

 

There are also suggestions in the statements of the surveyed parents that there should be  differentiation between acts of 

piracy that involve downloading, and piracy that involves sharing  digital files protected by copyright. One of the 

statements refers to the concept of ‘fair use’ that exists within the Polish legal system, and that allows for the use of some 

audio-visual content without requiring the payment of a fee or the purchase of a licence. However, the category of 

permitted use also has certain limitations and is a solution that causes many contradictory interpretations, including among 

lawyers (Golba & Rodak, 2017; Kosiorowski, 2019; Czetwertyński, 2017). 

 

In my opinion, if someone listens to music or watches a film only for their own needs without making any profit out 

of it, let's say by sharing it further, I'm not sure if that's piracy or rather using it for their own needs. (K, W, 2) 

 

One parent pointed out that piracy should not be interpreted as a crime in relation to the youngest users. However, based on 

the following statement, one of the key postulates for media pedagogy emerges. The phenomenon should be addressed 

through educational activities. Educational content should include a catalogue of permitted and prohibited activities. Of 

course, such a postulate is reflected in selected curricula for computer classes, computer science, and information 

technology in Poland. 

 

It seems to me that piracy as such is not a crime and children are not aware of the responsibility either. Children 

should not be punished for piracy. Alternatively, they should be taught what piracy is, i.e. what is wrong and what 

can and cannot be downloaded (M, Z, 2) 

 

None of the quoted parents' statements fully coincide with the legal definition of piracy and the consequences of 

downloading software and games and sharing other types of files. Despite the fact that parents willingly offer statements 

on these topics, their answers do not always coincide with the actual state of legal solutions. The collected results are 

therefore the basis for a very clear and timely pedagogical postulate. Strengthening digital competence in the field of 

copyright also requires the attention of parents who have a gap in this area. 
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Discussion and Conclusion 
  

This research allows us to look at the phenomenon of piracy from a completely different perspective. Digital piracy is a 

process that has been occurring for many years and most often takes place among younger groups of users (Tomczyk, 

2019). It is a phenomenon that coexists with the positive consequences of the development of the information society 

(Ziemba, 2017). Piracy is characterised by changing dynamics. Currently, we notice a large decrease in copyright 

infringement behaviour due to the transformation of file transfer technologies (e.g. on-demand services). Nevertheless, this 

is a risky behaviour that has not been completely eliminated (Tomczyk, 2011). It is the responsibility of those persons who 

play a significant role in the process of raising young people – among whom parents are central - to minimise risky 

behaviour. Their knowledge on the use of new technologies, and their own appropriate level of digital competence may 

contribute to increasing the level of safety in the family environment, e.g. reducing the exposure to criminal and financial 

liability in the case of the unauthorised downloading of software and games and sharing files protected by intellectual 

property rights. The data collected give rise to a very important conclusion. The parents surveyed have varied levels of 

knowledge about digital piracy. In most cases they are not able to adequately interpret the phenomena related to the 

infringement of intellectual property rights. This narrow, yet critical area of digital competence needs to be strengthened 

among the studied group. 
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Abstract 

The starting point of this article is the concept of "Educated Romania" which was developed by the Presidential 

Administration. This concept is based on a strategic program to increase the quality of the Romanian education system at 

all levels. In this context, the article presents certain expected objectives specific to the Romanian educational system such 

as: permanent internet connection; the increased dynamics of the professions; population decline and aging; increased 

urbanization of the population around dynamic cities; an increase in the diversity of families; the emergence of new 

approaches to participatory democracy; increasing ethnocultural diversity; advanced robotization; increasing the share of 

services in the economy. 

Keywords: Educational, System, Standards.  

Introduction 

Romania should face the challenges of the modern world - a global, competitive and technological world in which 

innovation and technological evolution are taking place at an increasingly fast pace - a world in which the capacity to adapt 

quickly of both individuals as well as the society as a whole is what makes the difference [1-3]. 

If there is a decisive break in economic trend, Romania 2030 will be a developed country integrated into the common 

market of the European Union. In order to be competitive on the global market, the Romanian economy will need greater 

labour productivity, better training of specialists and greater adaptability to dynamic macro-economic trends [4,5]. 

In this context, imagining its challenges for the present society, the projection of the future has a special importance. 

Objectives provided for the enhancement of the quality of the educational system in Romania 

The 15 transformations included in the online consultation and expected for Romania by 2030 are [6,7]:  

 Permanent internet connection  

 Increased dynamics of professions 

 Decrease and ageing population  
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 Increased urbanization of the population that is more and more numerous around dynamic cities 

 Increased diversity of families  

 Emerging new approaches to participatory democracy (eg e-citizenship) 

 Increasing ethno cultural diversity  

 Advanced robotics  

 Increasing the share of services in the economy  

 Deepening social inequality  

 Increasing the impact of climate change  

 Repolarisation of the world which becomes polycentric 

 Development of virtual reality  

 Increasing the incidence of diseases caused by stress  

 Increasing global competition for talent. 

Out of these, the almost 8000 participants in the online consultation conducted within the project indicated three main 

challenges that education must meet by 2030: 

• increased dynamics of professions 

• decrease and ageing population and 

• permanent internet connection.  

All these changes will put considerable pressure on the education system. We will further present some such examples in 

this regard. 

Singapore, the country that has dominated PISA international tests in recent years, launched a reform of the education 

system in 2013 to focus on educating students on the development of values and to replace the focus on individual 

disciplines with a holistic and student-centred approach.  

Croatia has launched a national strategy in the field of education. The reform has been implemented in recent years and 

aims to build on national achievements such as reducing the dropout rate. 

Finland, which is already known as an example of educational performance, has launched a series of complex 

reforms over the years, designed on the basis of a unitary philosophy and a vision of the education system accepted by all 

political actors. The reforms included a reduction in the resources assigned for inspections and an increase in the quality of 

teacher training. 

Ireland and Scotland have initiated a series of comprehensive reforms of the higher education system. By developing new 

tools, such as the recognition of previous education and the adoption of comprehensive qualifications frameworks even 

before their spread through the Bologna Process, the two states have facilitated a better correlation between education and 

the labour market. Moreover, the flexible systems adopted have made it possible to increase access to tertiary education. 

Romania, with many systemic problems in the field of education (dropout, poor results in national and international tests - 

for example: PISA -, low participation rate in higher education, high rate of functional illiteracy, etc.) is all the more 

obliged to engage in a profound reform based on a coherent vision and focused both on solving existing problems and 

anticipating the needs of a society in the process of transformation. 

The whole educational process encourages both students’ and teachers’ reflection and learning as values practiced 

throughout life. 

Education begins as early as possible in a child's life and continues throughout his life. In the context of demographic 

decline, along with the aging population, we must motivate and help each child in their efforts to maximize their potential. 

Investing in early education is essential for the harmonious development of each person's personality, for his educational 

success, fulfilment and social integration. It becomes all the more important for children from disadvantaged backgrounds 

or poor communities who lack alternatives for personal development. 

This is the reason why the opportunities to enroll children in an early form of education for both pre-school and pre-school 

levels are essential in the long-term sustainable development of communities. 

At the same time, children and young people need to be supported in order to complete upper secondary education either to 

follow a tertiary education pathway or to obtain a qualification for their further integration into the labour market and 

society. 

An inclusive quality approach to the whole educational path is essential and can be facilitated by removing barriers to 

access and participation for disadvantaged children. 

In order to reduce early school leaving, measures are needed to identify risk situations in advance as well as flexible tools 

to correct them. 

In order to achieve these decisions, an adequate and sufficient infrastructure shall be provided, which shall comply with at 

least a minimum set of standards (which include not only the characteristics of the interior space, but also of the exterior 
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space, facilities, staff, etc.). A coherent curriculum designed in logical succession from pre-school to university as well as 

an appropriate one to the diverse profile of children and the specific stages of their development should be devised for the 

entire education system. 

It is essential to ensure that the teaching staff trained so that they can apply this curriculum in different communities and 

situations, in order to respond adequately to a great diversity of pupils / students, with their own profiles, needs and 

aspirations. 

It is essential to ensure that the teaching staff was trained so that they can apply this curriculum in different communities 

and situations in order to respond adequately to a great diversity of pupils / students with their particular profiles, needs 

and aspirations. 

Teachers are mentors and facilitators, true professionals in education. The society recognizes the role and importance of 

teachers in the training of future citizens. 

Every pupil / student matters (regardless of age, socio-economic background, special needs or religion, ethnicity, political 

choice, sexual orientation) and everyone's education is essential for Romania's future. 

To succeed in it, there must be a sufficient degree of institutional autonomy in the management of resources in keeping 

with the needs of the beneficiaries and the type of community served, but based on minimum quality standards and 

guaranteeing personalized and flexible educational pathways. 

Furthermore, there are national support programs for pupils and students from disadvantaged backgrounds and schools that 

serve predominantly poor communities have access to additional resources, including the employment of support staff and 

community involvement activities in school life. 

Youngsters can opt for flexible paths in education. They benefit from the opportunity to choose some of the subjects, 

extracurricular activities and other useful complementary forms of education. 

After receiving counselling, they have the opportunity to opt for vocational, professional or theoretical pathways 

depending on the field to which they are inclined, without suffering from non-academic barriers in accessing a higher 

education or another pathway. Eeach and every educational path they can follow according to their choice will be clearly 

explained as well as the benefits and costs of each option. 

Thus, educational pathways are flexible and ensure the maximization of individual potential whereas counselling provides 

the necessary framework for making informed decisions about their future. 

Active and functional mechanisms are established for the anticipatory understanding of the need for labour as a structure, 

skills and abilities required by the technological and social dynamics as wel as the need for initial and continuous training. 

Conclusions 

The adoption and application of strategic objectives in the field have a very important role in boosting the quality of any 

educational system. As in any strategic process, the stage of writing strategic objectives is decisive for the success of the 

strategic program. 

In order to maximize the flexibility of the system, pupils and students benefit from the possibility of assessing the 

knowledge acquired outside the formal education system. The evaluation of effective learning focuses on a logic of de 

facto development of skills and competences rather than on one of the duration of formal participation. 

The Romanian education system is attractive for academic communities in Romania and around the world due to 

facilitating an increased intensity of international mobility. 
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Abstract 
 

Nowadays a modern private lending instrument - a commercial peer-to-peer network for peer-to-peer lending is rapidly 

growing. Peer-to-peer lending is a form of lending where the borrowers can be natural and legal persons and the creditor can 

be anyone. The use of Internet peer-to-peer lending platforms represents a new innovative approach both to raise money on 

the one hand and to obtain credit resources by individuals and small businesses to the other. The main purposes of this 

research are: to identify the types of P2P lending, describe the advantages of P2P lending in comparison with bank loans, 

define Russian platforms of online lending, consider the peer-to-peer lending process by stages of its implementation and 

depict their risks. The high profitability of peer-to-peer lending is due to no less high risks of its provision. There is a con-

clusion that P2P lending is of significant undeniable interest for increasing investment and innovation activity in the Russian 

economy. 

Keywords: Peer-to-peer lending, peer-to-peer platforms, risks of peer-to-peer lending, crowdfunding, crowdlending, 

commercial bank loans and P2P lending. 

Introduction 

The past two decades there was an unprecedented growth in the digital economy through the development of the global 

Internet and its information exchange. Since the beginning of the 90s of the last century, the so-called digital economy has 

expanded from simple e-commerce, that is, retail and wholesale trade to the use of modern financial and information tech-

nologies. 

 

Now this segment of the digital economy consists of several key components, such as digital payments, personal and alter-

native finance, online lending. Digital payments using Internet have increased the capacity and scope of the current payment 

and reduced the cost of their implementation. At the same time, the old business models of participants in such transactions 

were modernized [3]. 

 

An important feature of such phenomena is that the implementation of financial innovations in the field of high technology 

leads to the effect of synergy, which significantly increases the effectiveness of such operations. 

 

One of these phenomena was the creation of a modern private lending instrument - a commercial peer-to-peer network for 

peer-to-peer lending. Peer-to-peer lending is a form of lending where the borrowers can be natural and legal persons and the 

creditor can be anyone. 

 

 The main purposes of this research are: to identify the types of P2P lending, describe the advantages of P2P lending in 

comparison with bank loans, define Russian platforms of online lending, consider the peer-to-peer lending process by stages 

of its implementation and depict their risks. 

Materials and Methods 

Russian scientists identify several types of peer-to-peer lending[1], [2], [4]: 
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P2P is the granting of loans by individuals to other individuals; 

P2B is lending by individuals to small and medium-sized businesses 

B2B is the provision of loans by legal entities/individual entrepreneurs to other legal entities and individual entrepreneurs. 

Peer-to-peer lending takes place through the use of special Internet platforms on websites that act as intermediaries between 

borrowers and lenders. 

 

The purpose of the operation is to bring the borrower and the lender together to conclude a loan agreement, the fee for the 

services of the platform, as a rule, is a commission. The use of Internet peer-to-peer lending platforms represents a new 

innovative approach both to raise money on the one hand and to obtain credit resources by individuals and small businesses 

on the other. The role of commercial banks and traditional financial institutions in the context of growing peer lending is 

gradually declining. 

 

Internet platforms make them worthy of competition in the field of microloans. They offer borrowers with a low credit rating 

short-term loans at acceptable interest rates, which banks, in modern conditions and with the existing procedure for assessing 

credit risk and forming reserves for possible losses on loans, cannot do. 

 

Peer-to-peer platforms attract individual investors with little capital and a modest choice of investment options. The barrier 

to entering the peer-to-peer lending market is very low, since the investor is not obliged to provide the borrower with a full 

loan, but can do this partially. 

 

The above advantages of peer-to-peer lending predefine a great prospect of its development in Russia and around the world. 

However, peer-to-peer platforms are not devoid of shortcomings, the main of which is an inadequate risk assessment in the 

provision of credit. In addition, investor confidence may decline due to the illegal and fraudulent use of peer-to-peer plat-

forms. 

 

The credit risks of peer-to-peer platforms are also significantly higher due to the lack of a system for their proper assessment 

or scoring. Cyber risks can also pose a serious threat to both creditors and borrowers. As the volume of peer-to-peer lending 

increases and its share in the credit market increases, it can be the ancestor of financial crises. 

 

Peer-to-peer platforms can also influence interest rates on commercial bank loans, as they will have to lower interest rates 

on loans under pressure from online lending and soften requirements for borrowers. 

 

In addition, the provision of peer-to-peer loans is pro-cyclical, in times of crisis, lending volumes are declining, investors 

lose confidence in this instrument and are reoriented to investments in commercial banks. Existing banks carry much greater 

credit risks in the face of increasing competition from peer-to-peer platforms, which leads to lower return on operations and 

erosion of bank capital during times of crisis.  

 

The first peer-to-peer platforms in the Russian Federation began to appear in 2010-2012, while the volume of funds raised 

began to grow at the highest pace since 2015. 

Initially, lending volumes on peer-to-peer platforms grew exponentially, but after reducing the key rate in 2019, the interest 

rate on bank loans also decreased, which reoriented borrowers to receive bank loans and led to a decrease in peer-to-peer 

lending [6]. 

Today, the largest P2P lending platforms in Russia are Penenza, the City of Money, Startrack and Stream [5]. 

 

The Penenza crowdlending platform appeared initially in the form of a B2B in 2015. This project was successful and at the 

end of 2017 the platform was expanded and began to include credit P2B. Such a strategy for the simultaneous use of resources 

of individuals and legal entities allowed the platform to increase lending. In 2017 and 2018, the platform issued loans in the 

amount of 15 billion rubles. All loans on the platform are placed on an auction basis. The advantage is a small amount of the 

initial deposit - from 5000 rubles. and a unique scoring system, evaluating the borrower immediately by 400 indicators. 

 

StartTrack is one of the relatively large peer-to-peer specialized in lending to legal entities. The platform team selects the 

optimal, in their opinion, potential borrowers (legal entities), giving further the right to choose investors. They get acquainted 

with business owners and also double-check financial information. 

 

Further, two options are provided: buying a stake in projects or transferring money on credit. According to the site's statistics 

for 2020, more than 73 companies have already attracted investments and money can be invested in 18 existing projects now. 

Now more than 12,485 investors are accredited to the StartTrack. According to StartTrack 's own data, since the foundation 

of the project, private investors have invested 3 billion rubles in small and medium-sized businesses. Investments received 

120 projects. On the project there is a fairly large amount of minimum start from 100 thousand rubles. 
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City of Money. This platform is one of the first in peer-to-peer lending. It has been working since 2012. The City of Money 

has issued loans worth more than 4 billion rubles to almost 53 thousand borrowers and attracted more than 6.6 thousand 

investors. The crediting period is from 1 month to 3 years. The minimum deposit amount is 50 thousand rubles. On this peer-

to-peer platform, a thorough assessment of borrowers is underway, so not all projects receive financing. 

 

Stream. This is an interesting project launched in 2015 by Alfa Bank. It is a platform for Р2В lending with a yield of up to 

17.3% per annum. According to the statistics of the site, in total, during the existence of the site, about 3300 loans worth 

more than 2 billion rubles were issued. Since 2016, more than 10,000 loans worth more than 8 billion rubles have been 

issued. To participate in the platform,  the person should  become a client of Alfa Bank. The minimum amount for investors 

is 10 thousand rubles, the maximum term for granting a loan is 6 months. All investment investments on the platform are 

diversified. 

 

Results 
 

Let's consider the peer-to-peer lending process by stages of its implementation. 

 

At the first stage, the borrower or an individual applies for a desired loan to the peer-to-peer platform. 

Depending on the platform, the content of the application may vary, but the application should contain certain information 

and data that allow the platform to assess the possibility of obtaining a loan and the creditworthiness of the borrower. The 

platform also has the right to contact a rating agency or even an investor to assess the solvency of the borrower. The platform 

with information about each person attracting investments using an investment platform, which should include: 

 

1) the name, date and place of birth, address of the place of residence of an individual person - an individual entrepreneur or 

the name, location and address of a legal entity; 

2) information about persons entitled to dispose of at least 10 percent of votes in the highest governing body of a legal entity, 

if such person is a corporation; 

3) information on the structure and personal composition of the governing bodies of a legal entity; 

4) annual accounting (financial) statements for the last completed reporting year together with an audit opinion in relation to 

such statements, if the person attracting the investment is a legal entity existing for more than one year and the amount of 

investments attracted by him exceeds 60 million rubles; 

5) main activities of the person attracting investments; 

6) information about the rating of the person attracting investments, which is assigned in accordance with the rules of the 

investment platform, if the assignment of such rating is provided by the specified rules; 

7) information about facts (events, actions) that can have a significant impact on the performance of obligations to investors 

by the person attracting investments; 

8) information on the amounts of investments attracted by the person attracting investments in the investment platform in 

the current calendar year, as well as on the maximum amount of funds indicated in each existing investment proposal in this 

investment platform, upon reaching which the investment offer ceases. 

Thus, the most reliable borrowers receive loans, for example, at 8% per annum, and the most risky loans are provided at 

an average rate of 24% per annum. As part of the second stage, a credit application is placed on the peer-to-peer platform 

after assessing its compliance with the requirements of investors placing funds. Investors assess the proportionality of the 

risk and profitability of the proposed project based on the rating of agencies or their own experience. If there are a sufficient 

number of investors who have expressed a desire to finance the loan, then a loan agreement is concluded. 

At the third stage, the loan is structured after agreeing on all issues between the borrower and the platform. Within the 

framework of this stage, the terms of the loan, the time of its granting and the repayment period are agreed. The requested 

loan is placed on the platform and the crowdfunding process begins, that is, collecting money from potential investors. 

Crowdfunding is completed when the full amount of the requested loan is collected. Typically, most platforms recommend 

crowdfunding to reduce the risk of investment. That is, each investor lends several projects at once for small amounts, as a 

result, the risk of non-return of funds becomes significantly less, and the borrower receives a loan from several investors at 

once, which also reduces the risks of its dependence on one lender. After successful fund-raising, a loan agreement is signed 

and the loan amount is transferred to the borrower. 

At the fourth stage, the borrower receives the amount of the loan minus the fees. Questions on interest rate, loan type, 

pledge and surety, repayment period and other details have already been agreed and are not subject to adjustment 

 

At the fifth stage, the principal amount of the loan and interest on it are repaid, the platform also receives a fee for its services. 

As a rule, loans are repaid monthly with annuity payments with amortization of debt. The peer-to-peer lending platform 

tracks payments defined in the loan agreement between the borrower and the lender. 
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Interest on loans always includes payment to the investor and peer-to-peer platform, which stimulates its activities. Platform 

income/fees to facilitate payments are usually associated with interest. For example, the platform service fee is 1% of the 

outstanding portion of the loan, while the loan rate is 9%. 

 

At the same time, the investor receives a return on funds provided on credit in the amount of 8% per annum. At the sixth 

stage, the borrower fully repays the debt, that is, he fully fulfills his obligations. 

 

This is an exemplary scenario of the peer-to-peer lending process, however, during the previous five stages, the borrower 

may go bankrupt or refuse to repay the loan. The high profitability of peer-to-peer lending is due to no less high risks of its 

provision. Very often, borrowers with a low level of creditworthiness receive loans online, for them peer lending is the only 

opportunity to receive money. 

 

Conclusion 

 
 Peer-to-peer lending is a promising and modern form of issuing and receiving loans using modern information technologies. 

 

 That type of loans is the main competitor of bank lending. For the borrower, he makes it possible to get a bank loan at a low 

rate, and for the investor he can place funds and get high returns on them. 

 

Peer-to-peer lending helps diversify investments and attracts an increasingly younger generation familiar with digital tech-

nology and the Internet. Online lending is also increasingly attracting the attention of institutional investors. The costs of 

peer-to-peer lending entities are significantly lower than those of commercial banks, while the availability is approximately 

the same. 

 

Peer-to-peer lending is less regulated by the state than commercial banks’ lending, therefore, it makes it possible to receive 

money even high-risk venture capital projects, self-employed, who currently have certain problems with obtaining loans 

from a commercial bank. P2P lending  is of significant undeniable interest for increasing investment and innovation activity 

in the Russian economy. 
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Résumé   
 
Dans la mesure où le texte sur les sites web marchands est omniprésent, les praticiens sont amenés à prendre des décisions 
relatives aux modalités typographiques en termes de caractéristiques de police, d’espacement et de mise en page. Cette 
recherche s’intéresse en l’occurrence à l’effet de l’espacement interligne du texte des sites web marchands. Bien qu’il 
existe quelques travaux en psycholinguistique et en interaction homme-machine sur ce sujet, aucune recherche, à notre 
connaissance, ne traite de cette dimension d’un point de vue marketing et ne compare l’effet d’un interligne rétréci vs un 
interligne large. Les résultats d’une expérimentation menée auprès de 122 acheteurs sur Internet montrent que les 
internautes qui ont visité un site avec un interligne large éprouvent une sensation de plénitude plus forte que ceux ayant 
visité le site avec un interligne rétréci. L’interligne large permet également de susciter une meilleure perception de 
l’esthétique du site. En revanche, l’effet de l’espacement interligne sur les intentions comportementales n’est pas direct. 
Ces intentions dépendent, d’une part, de la médiation simple de la plénitude et, d’autre part, de la médiation multiple en 
série de l’esthétique perçue puis de la facilité d’utilisation perçue du site. 
 
Mots-clés : typographie, espacement interligne, atmosphère des sites web 
 

The effects of commercial websites interline spacing on internet users' reactions 

Abstract 

As far as the text on commercial websites is omnipresent, managers are brought to make decisions concerning the 
typography in terms of typeface characteristics, spacing and layout. This research is particularly interested in the effect of 
text’s interline spacing of commercial websites. Although there are some researches in psycholinguistics and in human-
machine interaction on this subject, to our knowledge, there are no works handling this dimension in digital marketing 
(notably comparing the effect of narrowed spacing vs. wide spacing). The results of an experimental study, conducted on 
122 buyers, show that Internet users who visited a site with a wide spacing experience felt a stronger sensation of well-
being than those who visited it with narrowed spacing. The wide interline spacing also allows to arouse a better perceived 
aesthetics of the website. However, the effect of interline spacing on behavioural intentions is not direct. These intentions 
depend, on the one hand, on the simple mediation of well-being and, on the other hand, on the multiple mediation of the 
perceived aesthetics and then on the perceived ease of use of the website. 
 
Keywords: Typography, Interline Spacing, Website Atmosphere. 
 

Introduction 

Face à l’intensification concurrentielle du commerce en ligne et au besoin de différenciation qui en découle, les sites web 
misent de plus en plus sur le contenu textuel pour améliorer leur référencement naturel et renforcer leur attractivité sur la 
toile (Canivet-Bourgaux, 2017). Cependant, s’il est vrai que la présence du texte offre de nombreux avantages en termes de 
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visibilité du site et de persuasion, il n’en demeure pas moins que sa typographie1 reste un enjeu de première priorité pour 
les managers en quête de mise en scène visuelle des interfaces et d’amélioration continue de l’expérience de navigation. 

 De nombreux travaux se sont intéressés à la typographie dans plusieurs disciplines telles que la sémiotique, la linguistique, 
la psychologie cognitive, le design ou encore l’histoire de l’art (Blanchard, 1980 ; Barthes, 1964 ; Lemarié et al., 2008 ; 
Virbel, 1985 ; Celhay et al., 2017). A cette occasion, une attention particulière a été accordée à la police et à la taille de 
caractère et beaucoup moins à l’espacement interligne, défini comme « la distance existante entre les lignes du texte » 
(McCarthy et Mothersbaugh, 2002). Or, tout porte à croire qu’il s’agit d’un stimulus capable d’affecter les réactions des 
individus en guidant le lecteur dans le traitement de l’information (Lemarié et al., 2008) et en induisant des associations 
mentales lors de l’exploration visuelle de la page (McCarthy et Mothersbaugh, 2002). De même, les recherches antérieures 
réalisées dans le cadre de l’interaction homme-machine et de la psycholinguistique montrent que l’interligne peut avoir un 
effet sur la lisibilité du texte et sur le comportement de lecture de l’individu (Bentley, 1921 ; Campbell, 1995 ; Chung, 
2004 ; Van Overschelde et Healy, 2005 ; Bernard et al., 2007 ; Lee et al, 2011 ; Sergeev et  Tarasov, 2013). De plus, 
Lemoine et Zafri (2017) précisent, dans le cadre d’une étude qualitative préliminaire, que l’espacement est la composante 
typographique la plus à même de générer des réactions émotionnelles et comportementales vis-à-vis du site web. Il apparaît 
donc utile d’étudier, d’un point de vue marketing, l’influence de ce facteur typographique sur les réactions des internautes 
dans un contexte d’achat en ligne. 

En marketing digital, l’espacement interligne est une composante environnementale de la dimension « ambiance » de la 
web atmosphère au même titre que la couleur, les images et le son (Lemoine, 2008). Pour examiner son influence sur les 
réponses des internautes, nous mobilisons le modèle Stimulus-Organisme-Réponse (S-O-R) (Mehrabian et Russell, 1974 ; 
Bitner, 1992) selon lequel les facteurs atmosphériques sont susceptibles d'influencer, dans un premier temps, les réactions 
internes (émotions, cognitions) de l’individu puis ensuite ses comportements. Au niveau émotionnel, cet article se propose 
d’étudier l’influence de l’interligne sur la plénitude définie comme « un état affectif agréable, de faible activation qui 
mélange des sensations de calme et de bien-être »2 (Lichtlé et Plichon, 2014). Sur le plan cognitif, cette recherche tente 
d’examiner l’impact de l’interligne, d’une part, sur l’esthétique perçue qui renvoie à l’évaluation de la beauté et de la 
laideur du site (Yeh et al, 2015), d’autre part, sur la perception de sa facilité d’utilisation reflétant le degré auquel une 
personne croit que l'utilisation du site serait sans efforts physiques et mentaux (Visinescu et al., 2015 ; Davis et al., 1989). 
Au niveau conatif, ce travail vise à tester l’effet direct de l’interligne sur les intentions comportementales de l’internaute. 

Par l’intermédiaire de cette recherche, nous souhaitons enrichir la littérature en marketing consacrée à la typographie qui, 
jusqu’à présent, ne s’est pas intéressée à l’influence de l’espacement interligne dans un contexte de vente en ligne. D’un 
point de vue managérial, cette recherche vise à renseigner les professionnels sur le type d’interligne à privilégier compte 
tenu des réponses émotionnelles et comportementales qu’ils veulent susciter chez leurs clients. Elle se propose également 
de les sensibiliser aux conséquences de leur choix en matière typographique et notamment en examinant l’impact de 
l’espacement interligne sur la plénitude ressentie, la facilité d’utilisation perçue du site, l’esthétique perçue du site et les 
intentions comportementales. 

Revue de littérature et hypothèses 
 
 Le concept de l’espacement interligne 

L’espacement interligne fait référence à l’espace compris verticalement entre deux lignes consécutives de texte (Bernard et 

al., 2007). Il peut être mesuré en point (pt), en pica (pc), en millimètre (mm), en pouce (in) ou en pixel (px). Cependant, il 
est commun de l’exprimer en pourcentage du corps de caractère (%) (Blond et al., 2009), par exemple un interligne de 
120% pour un corps de caractère de 10 points équivaut à un interligne de 12 points. 
 
 L’espacement interligne : une variable à l'intersection de diverses disciplines 

II est à noter que les travaux portant sur l’espacement interligne ont été effectués principalement en psycholinguistique, en 
physiologie de lecture et en systèmes d’information. Ces recherches ont permis de mettre en évidence ses effets sur les 
réactions physiologiques et cognitives de l’individu. 
 
En physiologie de lecture, la littérature montre que l’interligne peut avoir un effet sur le confort visuel, sur les mouvements 
oculaires et sur l’encombrement visuel (crowding visuel) (Hughes et Wilkins, 2002 ; Nanavati et Bias, 2005 ; Bernard et 

al., 2007). 
 
En psycholinguistique, l’espacement interligne prend sa source dans la notion de Mise en Forme Matérielle du texte 
(MFM) (Virbel, 1985) et dans la théorie des signaux visuels du texte (Lemarié et al., 2008) selon lesquels les marqueurs 
d’espace sont des repères provenant de l'auteur qui ont pour but de guider le lecteur dans son traitement de l’information. 
L’interligne présente ici une fonction de guidage, d'information et de démarcation des idées entre les différents thèmes du 
texte (Lemarié et al., 2008). 
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En systèmes d’information, c’est sur la lisibilité et sur la facilité de lecture que se sont concentrées les recherches 
académiques qui ont été consacrées aux effets de l’espacement interligne (Sergeev et  Tarasov, 2013 ; Lee et al., 2011 ; 
Calabrèse et al., 2010 ; Chung, 2004).  
 
Pour palier le manque  de recherches en marketing digital, et éclairer les responsables des sites web sur le potentiel de cette 
variable, nous mobilisons dans cette étude un cadre théorique davantage lié au comportement de l'internaute, en 
l'occurrence celui de l'atmosphère du site web. 
 L’espacement interligne : un composant de l’atmosphère des sites web 

Dans un cadre d'achat sur Internet, l’espacement interligne est lié au concept d'atmosphère des sites web qui correspond à 
« la conception consciente des environnements web destinés à créer des effets positifs, tant au niveau cognitif 
qu’émotionnel, chez les internautes afin d’engendrer des réponses favorables vis-à-vis du site » (Dailey, 2004). La 
littérature suggère plusieurs classifications des éléments de l’atmosphère telles que la typologie de Roggeveen et al. (2020), 
d’Eroglu et al. (2001), de Childers et al. (2001) ou encore de Lemoine (2008) selon qui, l'atmosphère d'un site web peut se 
décomposer en trois catégories de variables : 
 
- les facteurs de design : il s’agit de toutes les dimensions attachées à l'organisation et à la structure du site (navigabilité du 
site, lisibilité du site, accessibilité de l'offre sur le site, etc.) ; 
- les facteurs sociaux : ils font référence aux interactions, d'une part, entre internautes (forums de discussion), et d’autre 
part, entre les consommateurs et certains composants du site visité comme les agents virtuels ; 
- les facteurs d'ambiance : ils regroupent tous les éléments sensoriels susceptibles d'être utilisés sur le site (couleur, 
musique, illustrations, images, typographie et donc l’espacement interligne).  
 
Pour rendre compte de l’influence de l’espacement interligne sur les réponses des internautes, nous mobilisons le modèle 
Stimulus-Organisme-Réponse (S-O-R) de Mehrabian et Russell (1974). Ce modèle permet de modéliser l’impact des 
stimuli de l’environnement sur les réactions internes des internautes qui se traduisent ensuite par des réactions 
comportementales d’approche ou d’évitement. 
 
Nous adoptons ce modèle, qui a été appliqué au contexte de la distribution (Donovan et Rossiter, 1982 ; Eroglu et al., 
2001), car il est communément utilisé pour rendre compte des effets des composants de l’atmosphère d’un site web sur les 
réactions des internautes (Chang et al., 2014 ; Koo et Ju, 2010 ; Mummalaneni, 2005). De plus, le modèle S-O-R peut être 
utile pour explorer un nouveau mécanisme susceptible d’expliquer l’influence de l’espacement des sites web sur le 
comportement de l’individu en mettant en avant le rôle central de l’affect. 
 
Ainsi, nous proposons dans cette étude que le stimulus (espacement interligne) ait un impact sur les intentions 
comportementales à travers l’émotion de plénitude et les cognitions de facilité d’utilisation perçue et de l’esthétique perçue 
du site web. 
 
Hypothèses de Recherche 

 La physiologie de lecture suggère qu’un interligne réduit conduirait à des chevauchements entre les lignes successives 
(McCarthy et Mothersbaugh, 2002) ce qui peut gêner le lecteur et rendre la reconnaissance très difficile du fait que cela 
requiert des fixations longues et/ou répétées sur les mêmes lettres et mots (Pollatsek et Rayner, 1982 ; Rayner et al., 1998). 
Toutefois, même si les effets d’un très grand espacement sur la rapidité de lecture sont controversés (Bentley, 1921 ; 
McCarthy et Mothersbaugh, 2002), tous s’accordent à dire, que compte tenu de l’échelle des interlignages utilisée en 
général pour le texte des interfaces électroniques, l’augmentation du niveau d’interligne engendre une sensation d’aisance, 
de bien-être et de confort visuel lors de la lecture (Sergeev et  Tarasov, 2013 ; Lee et al, 2011 ; Chung, 2004). Ceci, nous 
amène à formuler l’hypothèse H1a selon laquelle la plénitude ressentie pendant la visite des sites marchands sera plus 
élevée lorsque l’interligne est large que lorsqu’il est rétréci.  
 
Par ailleurs, dans le cadre des recherches portant sur l’atmosphère des sites web, de nombreux travaux mettent en évidence 
le rôle médiateur des émotions dans l’explication des intentions comportementales. Isen (1987) constate que l’affect positif 
permet aux individus de gérer une plus grande complexité informationnelle et de rechercher une stimulation supérieure. De 
tels effets peuvent faciliter les processus de pensée des individus, ce qui les rend plus disposés à explorer de nouvelles 
possibilités et à prendre des risques (Menon et Kahn, 2002). C’est ainsi que Mummalaneni (2005) a montré que le plaisir et 
la stimulation sont des médiateurs de l’impact de l’atmosphère du site web sur le nombre d’articles achetés, sur les 
intentions de fidélité et sur la satisfaction. De même, Lichtlé et Plichon (2014) affirment que la plénitude et le plaisir sont 
les deux émotions qui déterminent le plus la satisfaction des consommateurs en point de vente, d’où notre hypothèse H1b 
selon laquelle la plénitude est médiatrice des effets de l’interligne sur les intentions comportementales (H1b). 
 
Les recherches antérieures ont montré que l’aisance perceptuelle (perceptual fluency) avec laquelle les consommateurs 
peuvent identifier et traiter les informations d’un objet améliore significativement les attitudes des individus et donne 
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l’impression d’une compréhension et d’une interaction plus aisées avec cet objet (Reber et al., 2004 ; Labroo et al., 2008 ; 
Hart et al., 2013). En se basant sur la littérature en physiologie de la lecture, on peut s’attendre à ce qu’un interligne plus 
large permette d’accroître l’aisance perceptuelle, de réduire l’effort lié à la recherche et à la compréhension de 
l’information. Ceci peut se traduire in fine par une interaction plus aisée avec le site et par une meilleure perception de sa 
facilité d’utilisation. Nous formulons donc l’hypothèse suivante : la facilité d’utilisation perçue du site sera jugée plus 
favorablement lorsque l’interligne est large que lorsqu’il est rétréci (H2a). Plusieurs recherches en interaction homme-
machine mobilisant le modèle d’acceptation de la technologie ont démontré l’effet médiateur de la facilité d’utilisation 
dans l’explication des comportements des internautes (Davis et al., 1989 ; Visinescu et al., 2015). En nous basant sur cette 
littérature, nous formulons l’hypothèse H2b selon laquelle la facilité d’utilisation perçue du site médiatise l’influence de 
l’interligne sur les intentions comportementales. 

L’interligne peut aussi influencer les jugements relatifs à l’esthétique du site en affectant l’apparence physique de la page 
web. Les travaux en design et en sémiotique soulignent qu’un espace large entre les phrases est souvent associé à la 
simplicité et à la pureté et qu’il amène de facto à réduire la complexité visuelle de la page (McCarthy et Mothersbaugh, 
2002). Ceci se traduirait par une meilleure perception de l’esthétique (Pandir et Knight, 2006) car plusieurs travaux 
soutiennent l’idée que les jugements esthétiques portés par les individus sont d’autant plus favorables que la complexité 
visuelle est moins importante (Bauerly et Liu, 2008 ; Pandir et Knight, 2006). Ainsi, nous postulons que l’esthétique 
perçue du site sera plus favorable lorsque l’interligne est large que lorsqu’il est rétréci (H3a). Par ailleurs, certains travaux 
ont déjà établi que la perception de l’esthétique est un antécédent de l’intention de revisite des internautes (Yoo et Donthu, 
2001). De même en design, quelques recherches ont pu mettre en évidence le rôle déterminant de l’esthétique dans le 
comportement d’achat des consommateurs (Celhay et Trinquecoste, 2015 ; Lacoste-Badie et al, 2017). Nous formulons 
donc l’hypothèse selon laquelle l’esthétique perçue du site médiatise l’influence de l’interligne sur les intentions 
comportementales (H3b). 
 
De plus, il nous apparaît utile de nous interroger sur le rôle médiateur des variables susceptibles d’enrichir la 
compréhension de la relation « interligne - intentions comportementales », notamment la perception de l’esthétique du site 
puis celle de sa facilité d’utilisation. Les relations existantes entre l’esthétique des systèmes et leur facilité d’utilisation 
suscitent de plus en plus de travaux (Hassenzahl, 2004 ; Tuch et al., 2012 ; Lee, 2013 ; Jeannot et al., 2016). Plusieurs 
études ont constaté une forte corrélation entre la perception de l’esthétique et la facilité d’utilisation perçue (Hartmann et 

al., 2008 ; Lavie et Tractinsky, 2004). Certains auteurs estiment que « ce qui est utilisable est beau » (Ben-Bassat et al., 
2006 ; Lee et Koubek, 2010). D’autres, défendent plutôt l’idée que « ce qui est beau est utilisable » faisant référence à 
l’étude de Tractinsky et al. (2000) dont le titre évocateur était « what is beautiful is usable ». A ce titre, Schenkman et 
Jonsson (2000) ont montré que l’esthétique d’une interface contribuait à l’impression générale que l’on se fait d’un site 
Internet. De plus, certains chercheurs considèrent que l’esthétique du site est une dimension importante pour mesurer 
l’ergonomie et le succès d’un site web (Hassenzahl, 2001 ; Ben-Bassat et al., 2006 ; Tractinsky et al., 2000). Pour ces 
raisons, nous proposons d’analyser conjointement l’effet de ces variables, l’esthétique perçue et la facilité d’utilisation 
perçue, en les présentant dans une relation de médiation multiple en série. D’où notre hypothèse H4 : l’effet de l’interligne 
sur les intentions comportementales est médiatisé par l’esthétique perçue du site puis par la perception de sa facilité 
d’utilisation. 

Enfin, dans la lignée des travaux sur l’atmosphère des sites web qui ont relevé des liens directs entre les facteurs 
atmosphériques et les intentions comportementales (Richard et al., 2010 ; Bonnardel et al., 2011 ; Cherif et Lemoine, 
2019), notre dernière hypothèse suppose l’impact positif de l’interligne sur les intentions comportementales. Selon 
Lemoine et Zafri (2017), la typographie des sites web est capable d’influencer la fréquentation du site, le temps passé sur le 
site, la recommandation et l’achat sur le site. Dans le cadre du présent travail, nous nous demandons si une telle conclusion 
peut être généralisée au cas de l’espacement interligne (interligne rétréci vs interligne large). D’où notre dernière hypothèse 
: les intentions comportementales seront plus favorables sur le site avec un interligne large que sur le site avec un interligne 
rétréci (H5). 

La méthodologie de la recherche 
 

 Procédure expérimentale 

Dans le but de tester la validité de nos hypothèses, une expérimentation en ligne inter-sujets a été conduite auprès de 122 
internautes. L’interligne a été manipulé à deux niveaux : rétréci et large. Pour définir de manière plus précise et réaliste les 
valeurs de ces deux modalités, nous avons réalisé un benchmark auprès de 42 sites marchands français tous secteurs 
d’activité confondus. Les résultats de ce benchmark ont établi que l’interligne médian est de 127%. En utilisant la méthode 
du median-split, les valeurs de 100% (rétréci) et 140% (large) ont été sélectionnées. Deux versions d’un site web 
marchand de vente de brosses à dents électriques avec des marques fictives ont été conçues (voir annexe 1). Au cours de 
leurs créations, les sites expérimentaux ont été soumis à un designer et à deux développeurs informaticiens afin que leur 
réalisme et leur caractère professionnel soient évalués. Ils ont également été diffusés sur les réseaux sociaux pour recevoir 
les avis des internautes et leurs commentaires sur leurs différents aspects. Les suggestions d’amélioration ont été prises en 
considération dans la conception des sites. Les versions finales des sites ont ensuite été pré-testées auprès de 96 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

568



 

répondants. Le réalisme des sites et leur rapidité de téléchargement ont été jugés satisfaisants. Il en est de même pour la 
congruence perçue entre la typographie du site et la catégorie de produit. Par ailleurs, nous avons retenu la brosse à dents 
électrique comme catégorie de produit dans la mesure où il s’agit d’un produit qui peut être acheté via Internet et par de 
nombreux individus indépendamment de leurs âges, revenus et sexe. De plus, c’est un produit à la fois utilitaire et 
hédonique car il peut répondre à un besoin fonctionnel d’hygiène et aussi à un désir de gratification hédonique du bien-
être, ce qui est approprié à notre étude étant donné la nature affective et cognitive des variables de notre modèle. Enfin, 
compte tenu de la diversité des supports d’accès au web utilisés par le consommateur, nous avons limité notre investigation 
à un seul device. Même s’il convient de souligner que le Smartphone est en mesure de prendre de plus en plus de place 
dans le parcours client, notre choix s’est porté sur l’ordinateur car il reste encore le device le plus utilisé par les internautes 
pour effectuer un achat sur Internet (79% des ventes) (FEVAD, 2018). 

 
Recueil des données et échantillon 

Pour composer notre échantillon et administrer notre questionnaire en ligne, nous avons eu recours au panel CINT (Sphinx 
Online). L’humeur avant la visite du site a été mesurée de même que l’implication envers la catégorie de produits et la 
perception des prix. Chaque participant a été affecté de manière aléatoire à une des deux versions du site pour simuler un 
acte de magasinage en ligne. À l’issue de la visite, l’internaute a été soumis aux échelles de mesure des variables étudiées. 
Pour être éligible à cette étude, le répondant devait avoir déjà réalisé au moins un achat sur Internet au cours des 12 
derniers mois et être connecté via un ordinateur lors de l’administration de notre enquête. Pour participer à l’étude, il était 
nécessaire aussi que l’internaute n’ait pas paramétré des préférences particulières sur son navigateur comme le zoom et 
qu’il n’ait pas un problème de vision. Une personne qui ne satisfaisait pas ces critères ne pouvait pas continuer à répondre 
à l’enquête. Des questions filtres de contrôle ont par conséquent été utilisées dès le début du questionnaire. De même, nous 
avons mis en place une procédure stricte de nettoyage de la base de données en conservant seulement les participants ayant 
surfé sur au moins trois pages en référence à Bucklin et Sismeiro (2003), et en écartant les observations présentant des 
valeurs extrêmes sur plusieurs items. Cette collecte nous a permis de rassembler infine 122 réponses valides (60 répondants 
pour la version de l’interligne rétréci et 62 pour la version de l’interligne large, voir annexe 2). Précisons que ces deux 
échantillons reflètent bien le profil des acheteurs français sur Internet (chiffres basés sur les données de l’INSEE et de la 
FEVAD). 
 
 Vérification des manipulations et de l’homogénéité des échantillons 

Les deux types d’interligne sont perçus comme différents par les deux groupes de répondants car la comparaison de 
moyennes montre qu’il existe des différences statistiquement significatives entre les deux conditions expérimentales (M 
perception interligne rétréci = 3,04 et M perception interligne large = 4,61 ; t =-,827 ; p = 0,000). Par ailleurs, à l’aide du test du chi-deux, il a 
été vérifié que les deux échantillons constitués étaient appariés en termes de genre (χ ² = 0,036 ; p = 0,849), d’âge (χ ² = 
2,950 ; p = 0,566), de CSP (χ ² = 0,018 ; p = 0,991) et de fréquence d’achat sur Internet (χ ² = 0,355 ;  p = 0,551) (voir 
annexe 2). 
 
 Échelles de mesure 

Dans le cadre de cette étude, les mesures des différents construits proviennent d’échelles préexistantes dans la littérature. 
Pour sélectionner ces échelles, nous avons pris en compte trois critères. Le premier est lié aux propriétés psychométriques 
de ces instruments qui représentent un élément important pour la fiabilité et la validité des résultats. Le deuxième concerne 
le contexte de déploiement de l’échelle. Les instruments développés dans un contexte français et dans le cadre du 
marketing digital ont été privilégiés. Enfin, en dernier critère, nous avons privilégié des échelles courtes lorsque cela était 
possible. Ainsi, la plénitude a été appréhendée via l’échelle de Lichtlé et Plichon (2014), la facilité d’utilisation perçue et 
l’esthétique perçue du site à l’aide de l’échelle de Bressolles (2006) et les intentions comportementales grâce à l’échelle de 
Keeling et al. (2007). Concernant les autres variables de contrôle, l’implication envers la catégorie de produit a été 
mesurée avec l’échelle de Strazzieri (1994), l’humeur avant la visite du site avec l’échelle de Peterson et Sauber (1983) et 
enfin la perception des prix à l’aide de l’échelle mono-item de Gonzalez (2005). Tous les items ont été mesurés par des 
échelles de Likert en 7 échelons (voir annexe 3). 
 
Méthode d’analyse des données 

Pour tester notre modèle de recherche, nous avons privilégié la méthode de modélisation par équations structurelles PLS en 
raison de ses exigences en termes de taille d’échantillon, de normalité multivariée et de sa capacité à intégrer tout type 
d’échelle (nominale, ordinale ou métrique) (Hair et al.,2014). La fiabilité et la validité convergente des mesures ont 
d’abord été étudiées et se sont avérées satisfaisantes suite aux analyses factorielles exploratoires et confirmatoires (annexe 
3). De la même manière, la validité discriminante entre les construits a été établie (annexe 4). 
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Résultats de la recherche 
 

 Analyses préliminaires 

Avant de procéder au test des hypothèses, nous nous sommes assurés de la similarité des personnes affectées à chacune des 
conditions expérimentales. Aucune différence significative n’est apparue pour l’humeur avant la visite du site (p=0,443), 
l’implication envers le produit (p =0,896) et la perception des prix (p = 0,701) (voir annexe 5). 
 

Effets directs 

Le niveau de l’espace interligne a été codé de la façon suivante : 1 = rétréci ; 2 = large. Le modèle indique un GoF 

satisfaisant de 0,433 (>0,36). Les effets directs de l’interligne sur la plénitude et sur l’esthétique perçue du site sont 
significatifs (H1a et H3a validées). Un interligne large entraine des réactions plus favorables qu’un interligne rétréci. En 
revanche, aucun effet significatif n’a été relevé en ce qui concerne l’influence directe de l’espacement sur la facilité 
d’utilisation (H2a rejetée) et sur les intentions comportementales (H5 rejetée) (annexe 6). 
 

Effets de médiation 

Les tests associés au bootstrap (n = 5000 échantillons) permettent d’examiner directement les effets de médiation. Les 
résultats montrent que la plénitude est un médiateur indirect de l’effet de l’interligne sur les intentions comportementales 
[0,090 ; (0,029 ; 0,152)] (H1b validée). Concernant le rôle médiateur simple de la facilité d’utilisation perçue et de 
l’esthétique perçue du site, les analyses statistiques n’ont révélé aucun effet indirect significatif (H2b et H3b rejetées). 
Cependant, l’étude de la médiation multiple en série correspondant à l’effet de l’interligne sur les intentions 
comportementales en passant par l’esthétique perçue puis la perception de la facilité d’utilisation du site est significative 
[0,008 ; (0,004 ; 0,016)] (H4 validée). Une perception favorable de l’esthétique du site résultant d’un interligne large se 
traduit par une perception positive de la facilité d’utilisation du site qui, à son tour, influencera positivement les intentions 
comportementales (voir annexe 7). 
 
 

 
 
 

Figure 1 : Modèle de recherche 

Discussion des Résultats 

Les résultats montrent que l’espacement interligne influence significativement la plénitude ressentie sur le site. Plus 
précisément, les individus sont susceptibles d’éprouver plus de plénitude lorsqu’ils naviguent sur un site avec un interligne 
large plutôt que sur un site avec un interligne rétréci. Notre étude indique également que la plénitude est un médiateur 
indirect de l’effet de l’espacement sur les intentions comportementales. Ce travail vient donc compléter les recherches 
portant sur les effets des facteurs atmosphériques d’ambiance, telles que la couleur, la musique ou encore les présentations 
en 3D, sur les réactions émotionnelles et comportementales des internautes (Bonnardel et al., 2011 ; Lemoine, 2008 ; Li et 

al., 2001 ; Cuny et al., 2015).  
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De plus, notre recherche confirme la validité de l’hypothèse selon laquelle un large interligne améliore la perception de 
l’esthétique du site. Comme anticipé, les répondants jugent plus favorablement l’esthétique d’un site avec un espacement 
large que celle d’un site avec un espacement rétréci. Cette influence positive est en cohérence avec les travaux qui 
associent un large espacement à la simplicité et à la pureté (McCarthy et Mothersbaugh, 2002), mais aussi avec les 
recherches qui voient dans le style simple quelque chose de beau et attractif esthétiquement (Bauerly et Liu, 2008 ; Pandir 
et Knight, 2006). Ainsi, cette recherche complète et enrichit la littérature existante en marketing et en interaction homme-
machine sur l’esthétique des sites web marchands qui, jusqu’à présent, ne s’est pas intéressée à l’impact de l’espacement 
interligne (Deng et Poole, 2012 ; Tuch et al., 2012 ; Reinecke et al., 2013 ; Post et al., 2017). 

Par ailleurs, il apparaît que l’interligne n’a pas d’effet sur la perception de la facilité d’utilisation du site (H2a). Ce qui 
détermine la facilité d’utilisation perçue relève plutôt de l’esthétique du site résultant de la manipulation de l’espacement. 
Ce résultat est important car il vient, d’une part, conforter les travaux antérieurs qui montrent qu’un site Internet 
visuellement attrayant est de nature à permettre une meilleure perception de sa facilité d’utilisation (Ben-Bassat et al. 

2006 ; Lee et Koubek, 2010) et, d’autre part, apporter un nouvel éclairage quant à l’effet médiateur en chaîne de 
l’esthétique perçue puis de la facilité d’utilisation perçue dans la relation « type d’interligne – intentions 
comportementales » (H4). La mise au jour de cette médiation multiple en série enrichit de ce fait la littérature dédiée à 
l’analyse de l’influence de la typographie sur les réactions des individus. 

Apports de la recherche et conclusion 

Sur le plan théorique, cette recherche présente quatre apports principaux. Le premier est de s’intéresser aux effets de 
l’interligne d’un site web dans un contexte marchand. Ce travail vient donc enrichir la littérature en marketing et plus 
particulièrement celle traitant de l’impact des facteurs d’ambiance sur le comportement des internautes. La deuxième 
contribution de cet article est de confirmer la pertinence de recourir au modèle S-O-R pour rendre compte des effets de 
l’interligne sur les réactions des internautes. Ceci vient  ainsi combler les limites de la littérature existante en dépassant la 
vision basée sur la lisibilité et le traitement cognitif de l’information pour proposer une autre démarche plus globale 
prenant en compte les affects et les comportements d’approche lors des choix typographiques. Le troisième apport de cette 
recherche réside dans l’étude des liens théoriques qui n’ont jamais été étudiés jusqu’à présent dans un contexte digital 
marchand. C’est ainsi que cette  recherche a mis en évidence l’existence de liens entre l’interligne d’un site web et la 
plénitude, l’esthétique perçue, la facilité d’utilisation perçue et les intentions comportementales. Le dernier apport de ce 
papier est la mise en évidence d’effets de médiation simple de la plénitude et de médiation multiple en série de l’esthétique 
perçue du site puis de la facilité d’utilisation perçue dans la relation : interligne - intentions comportementales. 

Au niveau managérial, nous recommandons aux professionnels de privilégier un interligne plutôt large. En faisant ce 
choix, les managers peuvent accroître la plénitude des internautes et susciter un meilleur jugement relatif à l’esthétique du 
site. De plus, lorsqu’ils misent sur ce type d’interligne, ils sont en mesure d’améliorer indirectement la facilité d’utilisation 
perçue du site et de susciter davantage d’intentions comportementales vis-à-vis du site. Autrement dit, par ses effets sur les 
états internes et comportementaux du visiteur, l’interligne se présente comme un mécanisme par lequel un site web peut 
créer une différenciation intéressante dans un contexte de forte intensité concurrentielle. 

Notre recherche comporte des limites qu'il convient de souligner. Elle présente une validité externe réduite compte tenu des 
particularités du device utilisé (ordinateur) et de la catégorie de produits retenue. Il conviendrait, à l'avenir, d'entreprendre 
des expérimentations similaires sur d’autres devices afin de tenir compte du caractère adaptatif du design actuel des sites 
web (responsive design) et sur des sites vendant d'autres catégories de produits. Par ailleurs, notre travail s’est réduit à 
l’étude des effets du type d’interlignage. Nous n’avons pas tenu compte des autres caractéristiques typographiques telles 
que la taille de caractère et la police. Il serait donc pertinent de s’intéresser aux effets d’interaction entre les composantes 
typographiques du site. De même, pour mieux appréhender les effets de l’espacement interligne, il nous semble souhaitable 
d’enrichir notre modèle de quelques variables dépendantes mesurant le comportement effectif ou encore de variables issues 
de la théorie optimale de flux (Hoffman et Novak, 1996 ; Csikszentmihalyi, 1990). De plus, la prise en compte des 
variables modératrices telles que le but de la visite et le besoin de cognition peut constituer une perspective de recherche de 
même que l’étude des liens qui peuvent exister entre la plénitude et les réactions cognitives. Enfin, il serait souhaitable de 
reproduire cette expérimentation en partenariat avec un acteur du e-commerce afin de renforcer la validité externe de cette 
recherche. 

Notes 

1. La typographie fait référence à la forme, à l'espace et à l'apparence des mots et des phrases. Elle fait intervenir 
trois facteurs : 1- Les caractéristiques de la police (style de caractère, taille, hauteur du corps, graisse, inclinaison, 
soulignement, couleur du texte et mouvement). 2- Les caractéristiques de l’espacement (interlettrage, intermot et 
interligne). 3- Les caractéristiques de la mise en page (nombre de colonnes, le cadrage du texte, longueur des 
lignes, alignement des lignes, le contraste texte/page) (McCarthy et Mothersbaugh, 2002). 

2. Suite à une étude exploratoire menée auprès de 28 internautes, il a été démontré que les principales émotions 
suscitées par la typographie des sites web marchands sont : la plénitude (34% des citations), le plaisir (23% des 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

571



citations), l'oppression (18% des citations), la nervosité (11% des citations), la confusion (8% des citations) et 
enfin la détente (6% des citations) (Lemoine et Zafri, 2017). 
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Abstract  

 
During the global lockdowns brought about by the coronavirus crisis, social media platform such as Instagram, YouTube, 
Snapchat, Facebook and Tiktok saw a phenomenal rise among young persons and children. As a tool, social media is 
a double-edged sword; while it has many benefits, it can also influence children negatively at multiple levels: behaviorally, 
mentally and socially. Tiktok has been getting a lot of attention and becoming prominent social media application around 
the world in very short time the controversies arise about TikTok, will be examined in this paper to determine its terms of 
use and policies in regards to children's protections. The law makers have a great responsibility in monitoring these problems. 
Association of South East Asian Nations (ASEAN) don’t have sufficient legal safeguard on this issue. It also recommends 
further research into the use of popular social media apps and further monitoring of the expansion of the popularity of the 
usages of social media apps in general. 

 

Keywords: Tiktok, Social Media, Child Exploitation, Child protection on line 

 

Introduction 
 

The young generation is a group of people born and raised in the era of technologies, they are exposed and skilled to use the 
internet and social medias such as Instagram, YouTube, snapchat, Facebook and Tiktok from their young age. In recent 
years, there has been rapid increase in the use of Tiktok, it has 800 million active users worldwide (Simon Kemp, 2020) and 
it is accessible in 34 languages (Badriya Abdul Jaffar, 2019). It’s “one of the first companies to launch mobile-first products 
powered by machine learning technology.” Further, it was founded in an effort “to combine the power of artificial intelligence 
with the growth of mobile internet to revolutionize the way people consume and receive information” (Flora, 2020). 
 
Basically, through its use of various kinds of artificial intelligence like using facial recognition for its filters and filling one’s 
feed with highly customized recommendations, the app is able to provide its users with exactly what they want and nothing 
they don’t want (Iqbal, 2020). Users can shoot, edit, and share 15-second videos jazzed up with filters, music, animation, 
special effects, and more. Like its fellow social media apps, users can also follow, like, and comment on everything they see 
(Iqbal, 2020). 
 
“Tiktok”has created opportunities for children to communicate, connect, share, learn, access information and express their 
opinions on matters that affecting their lives and communities. It cannot be denied that children have a right to access the 
internet to get information but the internet also poses significant challenges to the safety of the children, both online and 
offline (Perez, 2020). TikTok shares many of the same dangers as the wider Internet. For instance, there is always potential 
that your child will be exposed to age-inappropriate content like explicit lyrics, dangerous stunts or sexual content. If your 
child spends too much time on TikTok, it could also interfere with other things they should be doing for their development, 
like reading or playing outside (Munn, 2020). Additionally, by using apps, it's important to be aware that you are sharing 
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personal information, and that can come with some risks. One of the unique dangers of TikTok is how easily it allows users 
to create and share visual content. 
 
Although there are beneficial outcomes for the children using social media, the platform also can be a source of negative 
outcomes such as internet addiction disorder, cyberbullying, potentially to encounter sexual predators, imitation of dangerous 
actions and exposure of inappropriate contents (Perez, 2020). In early 2019, Federal Trade Commission alleged that TikTok 
violated the Children’s Online Privacy Protection Act in United State of America, TikTok need to pay 5.7 Million penalty 
over alleged children’s privacy law violation (Todd Splanger, 2019). 
 
The paper will examine the service and government’s privacy policies to answer the question: what does TikTok's policy 
show about child protection and its dichotomy. The UN Conventions on the Rights of the Child and Child online Protection 
in ASEAN countries will be used as a framework to analyze TikTok's policies regarding teenage users. The paper will focus 
on the present controversies arising out in some of south Asian countries regarding TikTok. Further, it will deliberate on the 
suitability of international instruments and domestic laws as well as governmental policies in protecting the children’s 
privacy and their other rights. The paper recommends further research into the use of popular social media apps and further 
monitoring of the expansion of the popularity of the usages of social media apps in general. 
 

Background of Tiktok 
 

TikTok was formerly known as Musical.ly and “DouYin” in China it was rebranded and launched in 2017 by Byte Dance, a 
Chinese company (Kaye, 2020). TikTok is a social media platform for a person to create and share high quality short videos 
at anytime, anywhere, and express themselves and their personality within duration of 15-60 seconds. (Xiao Yu, 2019) 
TikTok has covered 150 countries and 75 languages, ranking in the top of the app store list in more than 40 countries (Hui 
Zuo, 2019). In addition, within three years Tiktok has managed to gain 800 million monthly active users, whereas Instagram 
and Facebook took time overly four years to six years to gain the same amount of monthly active users. (Maryam Mohsin, 
2020) A major difference with platforms like Instagram and YouTube is that TikTok allows users to pay each other money 
directly (minus a commission for the platform) if they like the content (Maryam Mohsin, 2020). 
 
Unlike other trending social media platforms, TikTok “For You” page employs a unique recommendation algorithm through 
big data analysis (Hou Liqian, 2018) that identifies users’ interest based on user behaviours (Omar, 2020). Through TikTok 
the users also may personalized their own creativity based with variety of fun and interesting music, personalized effects and 
filters. The platform also enables features such as “Duet”, where it create a duet video with another user (Qiyang, 2019). 
 
Tiktok requires users to be at minimum age of 13 years old to access the social platform. However, there are also high number 
of cases of children between the age of ten and twelve years old create social media accounts by falsifying their birthdates 
during registration (McDool, 2016). In early 2019, TikTok faced accusation of violation of children’s privacy law, the Federal 
Trade Commission US (FTC) alleged that TikTok illegally collected personal information from children by not obtaining 
their parents’ permission before they signed up the platform (Todd Splanger, 2019). However, TikTok claims that it is taking 
further measure to delete accounts and videos for users younger than 13 years old at the end of February 2019 (Daniyal 
Malik, 2019). In addition, Tiktok also introduced a minimum age requirement of 16 to use its direct messaging feature in 
April 2020, where only users aged 16 and over will be able to send and receive direct messages on the video-sharing platform 
(Jonathan Chadwick, 2020). However, in May 2020, an article published by New York Times, it states a complaint that made 
by children’s group led by the Campaign for a Commercial Free Childhood and the Center for Digital Democracy said that 
TikTok had failed to abide by its commitment settlement with the FTC and there are still number of videos posted by children 
under 13 had not been deleted and remain on the TikTok (Natasha Singer, 2020).  
 
TikTok been banned in India, its government claims these apps are using data illegally, and secretly collecting information 
from people's phones when they download the apps. It says its letting its citizens using these apps is a threat to India's national 
security and sovereignty (Doval, 2020). However, TikTok, hopes to make a comeback to the Indian market as they are still 
retaining their employees and is in the process to comply with the Indian government requirements for data security and 
privacy according to a letter issued by Nikhil Gandhi, India head of TikTok(Hindustan Times Tech, 2020).  Many other 
countries intermittently blocked TikTok including, Armenia, Pakistan Indonesia and Bangladesh on different bases 
(Salman Masood, 2020).  
 

TikTok -Major Problems and Risks 
 
Most social media platforms have generated a new stream of income possibilities, for the social network the appearance of 
influencers has become synonymous with the possibility of non-talented fame as more and more are taking to the platforms 
to create a career for themselves. TikTok, like other social media platforms, has its share of influencers and the 15-sec video 
makes it a magnet of what is popularly called meme machines. Meme machines are influencers who earn money based on 
views, likes, comments, and shares. At present, there are more than 35 TikTok stars who have tens of millions of followers 
(K. Sehl, 2020).  
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“TikTok is really unique in that people expect to see advertisers and they want to co-create with brands,” said Ng, a former 
Google executive based in Singapore (Fanny Potkin, 2020). According to data from app analytics firm Sensor Tower, TikTok 
has had more than 360 million downloads in Southeast Asia, nearly half of them in Indonesia, with 151% growth year-on-
year for 2020. The app grew staggeringly fast in recent months, sources said, as lockdowns enforced across the region to 
tackle the coronavirus pandemic forced people to stay home (Fanny Potkin, 2020). 
 
An internal ByteDance 2019 presentation reviewed by Reuters showed that last year TikTok had 43.5 million monthly active 
users in Indonesia, Vietnam, Thailand, and Malaysia, with the majority female, the biggest online consumers in the region 
(Fanny Potkin, 2020). In essence, this form of entrepreneurship is welcomed as evolution is the trade and overall know-how 
area, but to some extent, this form of advertising is still under regulated and has the risk of being abusive in its message. In 
2019 the Indian government ordered Google and Apple to take down Tiktok from their app selections. This happened after 
a court ruling that expressed concerns that pornographic material was being shared through the app. TikTok was at that time 
already banned in Bangladesh and was given hit a large fine in the United States for illegally gathering information on 
children (B. Parkin, 2019). The lack of regulation has an impact on the users who are of an age where they are influenced by 
trends in their community, and as the community has moved from local to global a larger possibility for negative influence 
is present. They had been sent nude pictures and had been approached with bullying or sexual offers (V. Gupta, 2020). The 
main problem with the negative interaction is that most of the user had nowhere to vent or report these incidents. Although 
Tiktok offers a reporting option most users will not report due to a lack of knowledge of the reporting system. Another critic 
of Tiktok is that it creates anti-social behavior. The rising trend of Social media platforms has been claimed to make people 
are becoming less social. The claim states that when youngsters loos interest in studies they tend to “show off” through apps 
like Tiktok (V. Gupta, 2020).  
 
In May 2020, 20 advocacy groups alleged that TikTok is still violating US Federal Online Privacy Protection Act (COPPA). 
They said the company never deleted the personal information it collected from children under 13 prior to the 2019 FTC 
settlement, is still not obtaining parents’ consent before collecting children’s personal info, and does not allow parents to 
review or delete the personal information it collects from their children (Todd Spangler Variety, 2020). 
 

Social Media and ASEAN Countries  

Well over half of the world’s population is now online, with the latest data showing that nearly a quarter of a billion new 
users came online for the first time in 2017 (Simon Kemp, 2018). More than a quarter of the world’s mobile social media 
users live in one region: East Asia. This is partly thanks to the sheer size of China’s population, but it’s also partly due to the 
peculiarities of infrastructure in Asia-Pacific. Mobile social media is dominant in Southeast Asia too; Indonesia, Malaysia, 
the Philippines, Thailand and Vietnam are all «mobile first’ nations when it comes to internet and social media access (Simon 
Kemp, 2018).  South Korea tops the global rankings for mobile social media usage. Qatar comes in at second place, with 
two-thirds of the nation’s population using social media via mobile devices every month (Everette E. Dennis, 2017).  Eighty-
five percent audience of Facebook now connects via mobile phones, with 83% accessing via smartphones, and 2% via feature 
phones (Everette E. Dennis, 2017).  
 
Internet users in Southeast Asia are amongst the most active in the world, according to a report “We are Social report” that 
average users in the Philippines, Thailand, Vietnam, Indonesia and Malaysia all spend more than 5 hours each day using the 
net. More than half of Southeast Asia's population now uses the internet, with the number of internet users around the region 
growing by more than 30% – or 80 million new users in the past 12 months alone. (Simon Kemp, 2017) Southeast Asia is 
poised to be a leader in mobile internet usage in 2018, according to a report by Google and Temasek (Rayna Hollander, 
2017). The company also find that men are more active on the internet than women, accounting for more than 55% of all 
users (Rayna Hollander, 2017). Across ASEAN countries, internet penetration varies from as much as 73% of the population 
in Singapore to little more than 1% in Myanmar. Southeast Asia is now the world’s third largest region for internet users  
with more people online than the entire U.S. population and internet is having a bigger impact on the region than originally 
thought, according to a report  co-authored by Google(Jon Russell@Jonrussell, 2017). Filipinos are the greatest consumers 
of social media, spending more than 3.4 hours on social media activities each day. Malaysians, Thais, and Indonesians all 
spend more than two hours per day on social media. Filipinos spend the most time on social media out of our Key 30 
economies, clocking in more than 3.5 hours per day. At the other end of the scale, the Japanese spend an average of less than 
20 minutes per day on social media (GlobalWebIndex, 2020). 
 

International instruments to protect the Children 
 
Children have a right to access information available on the internet, at the same time they are entitled to special protection 
and care since they are vulnerable and easily exposed to risk and harmful contents. Any risk and harmful contents may 
influence the child’s wellbeing and their development. Numerous international instruments were established to provide set 
of legal binding obligations for state parties of the conventions to protect child against violence and exploitation, both online 
and offline environment.   
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The United Nations Convention on the Rights of the Child (UNCRC) 
 
The Convention on the Rights of the Child was adopted and opened for signature, ratification and accession by General 
Assembly resolution 44/25 of 20 November 1989.  It entered into force on 2 September 1990.The Convention, is the most 
widely ratified International human rights treaty that lays out the civil, political, economic, social, and cultural rights for 
children. The Convention also protects children from all forms of violence, exploitation and abuse and discrimination of any 
kind and ensures that the child’s best interest should be set as the primary consideration in all matters that affecting them. 
(Convention on the Rights of the Child, Article 2-3) The convention states that children under the age of 18 should be able 
to express their views (Convention on the Rights of the Child, Article 12) and access information (Convention on the Rights 
of the Child, Article 17) particularly from social media. On the same convention, it also put number of obligations for the 
state parties to ensure that there should be safe environments online and offline for the children to live and grow (Convention 
on the Rights of the Child, Article 6), and to protect them against all forms of violence, abuse and exploitation, including in 
the digital world. (Convention on the Rights of the Child, Article 19, 32, 34, 35, 36, 37)  
 

Optional Protocol to the Convention on the Rights of the Child on the Sale of Children, Child 

Prostitution and Child Pornography (OSPC). 
 
The above Optional Protocol was adopted and opened for signature, ratification and accession by General Assembly 
resolution A/RES/54/263 of 25 May 2000 and entered into force on 18 January 2002. (United Nations Human Rights 
office of the High Commissioner)  
 
The optional convention worried about the escalating cases of child abuse and their exploitation offline and online. Further 
to achieve the purposes of the Convention on the Rights of the Child and the implementation of its provisions, especially 
articles 1, 11, 21, 32, 33, 34, 35 and 36, it would be appropriate to extend the measures that States Parties should undertake 
in order to guarantee the protection of the child from the sale of children, child prostitution and child pornography. (United 
Nations Human Rights office of the High Commissioner) 
  
The growing availability of child pornography on the Internet and other evolving technologies, an International Conference 
on Combating Child Pornography on the Internet, was held in Vienna in 1999, in its conclusion calling for the worldwide 
criminalization of the production, distribution, exportation, transmission, importation, and intentional possession of child 
pornography. (Optional Protocol to the Convention on the Rights of the Child on the Sale of Children, Child Prostitution and 
Child, 2002)  

 

Optional Protocol to the Convention on the Rights of the Child on a Communication Procedure.  

 
It was adopted and opened for signature, ratification and accession by General Assembly resolution A/RES/66/138 of 19 
December 2011, later entered into force on 14 April 2014. The lack of a communication procedure was viewed as a 
considerable breach in the Convention on the Rights of the Child (CRC), which led to the drafting and subsequent adoption 
of the Optional Protocol to the CRC on a Communications Procedure. (Philips, 2013) This Protocol allows children, groups 
of children or their representatives to launch complaints, appeals and petitions directly to the Committee on the Rights of the 
Child when their rights have been violated and seek justice if the national legal system fail to provide a remedy for the 
violations. (Philips, 2013) 
 

ASEAN -Child online Protection  
 
The adoption of ASEAN Human Rights Declaration (AHRD) was the first milestone move made by the ASEAN towards 
the development of their international human rights.  Article 4 of the AHRD highlights particular groups including children 
as the right holders, it confirms that their rights are ‘an inalienable, integral and indivisible part of human rights and 
fundamental freedoms’. (Doyle, 2014) AHRD also highlights general provision that every person including children have 
privacy rights, therefore the state shall ensure that there are protection against any arbitrary interference against their privacy 
including the acts of collecting personal information online from a child. (ASEAN Human Rights Declaration, 21)  
 

ASEAN Declaration on the Elimination of Violence against Women and the Elimination of 

Violence against Children. 
  

The establishment of ASEAN Declaration on the Elimination of Violence against Women and the Elimination of Violence 
against Children is another landmark in the ASEAN Member States effort to promote the rights of women and children, this 
declaration recognizes violence against women and children including cyber space, and the declaration also emphasizes the 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

583



rights of children to get special protection and care, they are different than those of women. (Association of Southeast Asian 
Nations, 2013) 
 
As a result, ASEAN Regional Plan of Action on the Elimination of Violence against Children 2016-2025 (RPA) were adopted 
, it is a remarkable document that reflects the consistent and determined efforts of ASEAN to eradicate violence against 
children, The RPA identifies a comprehensive set of priorities, including the protection of children from online abuse. (The 
ASEAN Secretariat, 2017) 
 

Declaration on the Protection of Children from Online Abuse and Exploitation in ASEAN, adopted 

by the ASEAN Leaders at the 27th ASEAN Summit in 2015. 

 
The summit is committed to protect children from all forms of online exploitation and abuse, and implement comprehensive 
national legal frameworks improving child protection standards and policies against all forms of online exploitation and 
abuse across ASEAN Member States. The 35th ASEAN Summit (Nov.2019) calls up-on member States to strengthen their 
laws and law enforcement machinery to protect children. (ASEAN Secretariat, 2020)  
 

1. A Multi -Sectoral government delegations from countries across ASEAN came together in Bangkok, Thailand on 
27 February2020 for the first ASEAN Regional Conference on Child Online Protection. The Conference aims to: 
inspire accelerated action to enhance child online protection in the region; sensitize the high-level participants on 
the new Declaration on the Protection of Children from Online Abuse and Exploitation in ASEAN and other key 
ASEAN initiatives on child online protection; provide a platform for multi-sectoral delegations to identify the 
actions needed to translate the Declaration on the Protection of Children from Online Abuse and Exploitation into 
action, along with industry and NGO representatives. (ASEAN Regional Conference on Child Online Protection, 
2020) 

. 
2. ASEAN Commission on the Promotion and Protection of the Rights of Women and Children 

The ASEAN Commission on the Promotion and Protection of the Rights of Women and Children (ACWC) was inaugurated 
on 7 April 2010 in Ha Noi, Viet Nam, on the occasion of the 16th ASEAN Summit. Significant progress has been made by 
the ASEAN countries in enhancing the rights of the children such as the establishment of ASEAN Commission on the 
Promotion and Protection of the Rights of Women and Children (ACWC) in April 2010 at HaNoi, Viet Nam. The ACWC, 
which comprises 20 members, representing women and children’s rights. ACWC held meetings at least twice a year to 
overview the women’s and children’s rights, including those enshrined in the CRC, CEDAW, CRPD and other instruments. 
(ASEAN Commission on the Promotion and Protection of the Rights of Women and Children, 2020) 

3.  Help Line  
Most ASEAN Member States have a child helpline a free-of-charge service providing counselling, information, advice, 
and referrals to resources and emergency assistance to children as needed. (ASEAN Commission on the Promotion and 
Protection of the Rights of Women and Children, 2020) In Brunei Darussalam, Malaysia, the Philippines and Viet Nam, 
the child helpline is also promoted as a hotline for members of the public to report cases of child sexual abuse and 
exploitation. At the same time, in many countries, a number of police hotlines are also widely advertised for reporting 
child sex offences. (UNICEF, 2016) 

 

TikTok : Examination of recent Legal and Policy issues  
 
India, has banned TikTok, over security concerns in June 2020. In fact, India has banned over a dozen of Chinese apps, 
including banning them from app stores, ordering network operators in the country. (Sabat, 2020) 
 
The fundamental freedom of individuals to make personal choices was recently cemented by the Indian Supreme Court in 
the Right to Privacy case. Similarly, the right to express oneself freely has been long recognised by the Indian Supreme Court 
as part of the freedom of speech and expression. (V. Gupta, 2020) 
 
TikTok is a video sharing platform. There is little doubt that users are making personal choices and expressing themselves 
while using them. In other words, using these apps is their fundamental right. Fundamental rights can only be interfered with 
in a reasonable, proportionate and procedurally sound manner. It has also held that proportionality involves exploring less 
invasive measures, particularly before resorting to a prohibition. (B. Parkin, 2020) 
 
In fact, various less invasive measures could be explored which address the concerns on harmful content and addiction and 
yet do not fully curtail the legitimate freedom to use the apps. India has a specific regime to hold online platforms,  
‘intermediaries’, responsible under the Information Technology Act 2000. This involves them taking due diligence measures 
like taking down harmful content expediently when it is brought to their notice. This is the regime under which platforms 
like YouTube and Facebook have been operating for years. These companies have armies of staff whose only role is to take 
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down harmful content; there is no dearth of such content sought to be posted on these platforms as well. (Kian Vesteinsson, 
2020) 
 
But other jurisdictions, such as blocking communication between TikTok servers and US users, however, is an unprecedented 
legal move for the States and with the company being an app and not a traditional ‘product’ or ‘company’, there would be 
practical restrictions on it being banned, especially if the First Amendment labels the ban as an ‘unconstitutional restriction 
of speech’. (Keman Huang Harvard Business Review, 2020) 
 
As the BBC study shows, where TikTok may have fallen behind is not promptly taking down content and enforcing 
community guidelines. If this is found to be the case, TikTok should be held accountable as an intermediary under the 
Information Technology Act and suitable proceedings initiated. For instance, when TikTok was found to have violated the 
children’s privacy law in the United States, the Federal Trade Commission imposed a fine of $5.7 million. (Biddle, 2020) 
Similarly, the UK has announced a policy paper with an intent to create an independent regulator to oversee harmful content. 
These are examples of targeted and proportionate responses which involve addressing the harm yet not resorting to a ban. (J. 
Herrman, 2019) 
 
While India and Japan are taking a wary approach to Chinese apps and technology, other South Asian countries are more 
sanguine, or are paying little attention to the issue. In the Philippines, Presidential Spokesman said in August that the country 
will not ban TikTok as the government finds "no reason" to shut the app down, stressing that Philippine respects free speech. 
(Ravi Agrawal, 2020) 
 
Singapore has not expressed privacy concerns over TikTok, either. The National Youth Council, an agency tasked with 
advancing the interests of young Singaporeans, partnered with TikTok on a campaign that ended in August in which youths 
were encouraged to show off their talents on the Chinese platform. (Ravi Agrawal, 2020) 
 
Singaporean freelance actor and a social media influencer Michael Kwah. Kwah believes the benefits of TikTok are well 
worth the risk of having his personal information compromised. "When you post a video [on TikTok], your exposure is 
instant, so everybody will get to see it. So naturally your work will be seen," Kwah said. (Rurika Imahashi, 2020) Taiwan 
has banned government agencies from using TikTok and other Chinese video apps. 
 
On 3 July 2018, TikTok was temporarily banned in Indonesia .Indonesia's approach is unique in that it allows TikTok to 
operate in the country so long as it pays local taxes. In early August, the country added TikTok, along with U.S. tech giants 
like Amazon and Netflix, to a list of foreign companies that will be required to pay a 10% tax on sales to Indonesian 
customers. The government aims to raise revenue to help its pandemic-hit economy. (The Straits Times, 2018) 
 
On top of national regulations, TikTok is also facing various lawsuits. In Vietnam, a technology firm has sued TikTok for 
using audio tracks owned by the company's subsidiary without the company's consent. (Reuters, 2020) 
 
In Thailand, there has been little sign of a policy response to TikTok. Thailand seems more concerned about U.S. social 
media platform Facebook, and how it dealt with a private group critical of Thailand's monarchy. (Pear Maneechote, 2020) 
 
In Malaysia, anyone producing films for public viewing -- including videos shared on social media sites TikTok and 
Instagram  will require a state-issued license under a rarely-enforced law that’s suddenly taken on new relevance. The move  
confirmed in parliament has drawn criticism from civil rights groups and the public over concerns the new government. 
(Anisah Shukry, 2020) 
 
The Philippines closed its largest broadcaster ABS-CBN Corp. on July 10 when the parliament failed to renew its franchise, 
while Maria Ressa, a journalist who runs the newssite Rappler, is facing several legal challenges, including a libel conviction 
she’s vowed to fight and tax evasion charges she denies (Anisah Shukry, 2020) The varying responses in South Asia countries 
illustrate a confusing approach.  
 

Conclusion 
 
This Paper has observed that the TikTok is gaining it sudden massive attention. TikTok is an application which emphasis on 
user’s requirements which results in easy access to TikTok and moreover it needs less time to make the video which is a 
benefit for the users. It also permits users to showcase their acting skills and other talents thorough this app. (Kale, 2020) 
Newspaper articles have found a lot of cases where children and adults are calling counsellors at different times to complain 
about harassment, bullying and addiction that they experienced through this app. This news is evident in the newspaper 
articles that is studied during literature review. (Newton, 2020) This app mostly aims school students posting videos. It has 
been creating a lot of negative content for children. The court of India reigning to ban TikTok as it includes pornographic 
and inappropriate contents. Inappropriate contents include inappropriate songs and lyrics, sexually inappropriate, disgusting 
and offensive songs were the key concerns expressed by parents. (Walton, 2018) Privacy settings were also major worry by 
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parents like poor privacy precautions, paedophiles, child predators and bullying. As this paper concentrated on the both 
positive and negative impacts of this app. Some of the supports argued that this application has helped them to increase their 
self-confidence, dressing sense and one of them realized that they had a serious acting potential. (Haigney, 2020) 
 
The escalating access of internet and social media by the children also increases the potential risks of online abuse and 
exploitation globally. Though regional mechanisms have proved to be more effective and useful in promoting and protecting 
human rights but ASEAN regional instrument are weak in addressing the child protection because they are just merely 
consisting of number of declarations, not legal binding treaties  
 
There are also speculations that TikTok leaking confidential data of several of its user every day to corporate houses. These 
businesses are using the information to bug users with ads about stuff they do not want to buy. If such instances carry on, 
the day is not far when the government will start to keep checks on the likes of Twitter, Facebook, Instagram, TikTok and 
other channels. (Newton, 2020)  
 
Suggestions are made that massive surveillance should have to be imposed on these sites to prevent malicious minds from 
harming innocent teenagers physically or by hacking into their systems (Masood, 2020) but some argues that these 
restrictions also limit the fundamental right to free expression. 
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Abstract 
 

The invention of the internet evolves the social media platforms and it achieves its prominence during the 21st century. With 

high-speed internet and the easy sharing features available in the platform allows easy content sharing for the users. Copyright 

law exists to protect creativeness and at the same time allows for the dissemination of their work. As such, this creates 

problems for creative workers as it permeates the easy exploitation of their work without their prior permission. This paper 

discusses the basic elements of copyright and how copyright exists in social media. It also examines deeply on how 

infringement occurs and the methods applied by social media such as Facebook, YouTube, Twitter and Instagram, in battling 

and preventing stealing from other user’s duplication. 

 

Keywords: Copyright, social media, copyright infringement. 
 

Introduction 
 

In the 21st century, the world has gone through the industrial revolution that is known as the internet and later it invented 

social media. This technological advancement can either benefit the copyright owners by providing for reproduction and 

dissemination or creating new markets for commercialization for the copyright-protected works (Ginsburg., p. 1613), or it 

can pose problems to copyright owners as it allows the easy exploitation of their copyright-protected works (Ginsburg, p. 

1613). 

 

The history of copyright protection started with the formulation of the Berne Convention, in which it deals with the protection 

of creative works and the rights of copyright owners (WIPO, n. d.). The primary objective of copyright protection is to protect 

the intellectual property rights of the authors by inducing and rewarding the authors through the provision of the property 

rights made available so as to the public can create or derive new work from the original one (Copyright Alliance, n. d.). In 

addition, it is also for the benefit of the public to enjoy those works whether original or derivative (Morris Library, n. d.). 

 

Before we explore on how copyright works on social media, it is important to discuss the basic tenets of the governing 

copyright law and to ask the basic questions: What is Copyright? What is Social Media? And how does copyright 

infringement occur in social media? Without a doubt, the most basic rule of copyright is it has to be expressed in “any 

tangible medium of expression.” As a matter of fact, ideas cannot be protected unless it is being expressed (Torremans, p. 

170). And more importantly, it explicitly protects the form in which they are expressed and the author’s exclusive rights 

(Norman, p. 182). 

 

The methodology used in this paper is doctrinal research, delimited to the discussion of copyright and social media. The 

purpose of this paper is to define copyright and its governing laws in the digital world and further investigates the legal rights 

of creative owners on some of the popular social media platforms such as Facebook, YouTube, Twitter and Instagram. 

 

Copyright 
 

 

At the outset, copyright is intended primarily for the protection of rights of authors, artists and composers and deemed to 

compensate the hard work and efforts put in by these creative individuals (Jacob, Alexander & Lane, p. 147). Copyright-
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protected works principally have no exhaustive list. The four classical types of copyright protected work include original 

literary, dramatic, musical and artistic works and additionally, computer programs, databases, maps and technical drawings 

can also be protected (Cornish, Llewelyn & Aplin, p. 44). 

 

Essentially, another basic axiom of copyright protection is that it has to be expressed in an original and fixed in a tangible 

medium of expression. The root requirement is sufficient “skill, judgment and labour” expended by the author in creating 

the work (Cornish, Llewelyn & Aplin, p. 44). In short, the work should be expressed in an original, permanent form and 

should have a minimum standard of effort. 

 

History of Copyright Law and Its International Treaties 

 
As mentioned earlier, the history of copyright protection can be traced back to a century ago with the formulation of the 

Berne Convention initiated by Victor Hugo and a group of authors in 1886. Over the decades, the governing copyright laws 

have been revised and amended to fill in the gaps for copyright protection. This became prominent when an agency under 

the United Nations established in 1967 known as the World’s Intellectual Property Organization (WIPO) was tasked to 

standardize the minimum protection for all forms of intellectual property (WIPO, n. d.). 

 

i. Berne Convention 

 

The Berne Convention for the Protection of Literary and Artistic Works is the oldest international agreement on 

copyright law which was first accepted in Berne, Switzerland (UNESCO, p. 8). The main objective of this governing 

copyright law is to provide property rights for creators such as authors, musicians, poets, painters etc., to control how 

their works are used and on certain terms and conditions (WIPO, n. d.).  

 

The relevance of Berne Convention is because it formally mandates various aspects of modern copyright law such as 

introducing the concept that the moment the work is fixed then copyright automatically exists, rather than requiring 

registration (Copyright House, n. d.). It covers the economic rights and limitations to the minimum authority but more 

importantly, the convention recognized the moral rights of authors (Nath, Goldberg & Meyer, n. d.). Additionally, it 

also enforces countries recognize copyrights held by the citizens of all other signatories to the convention (WIPO, n. d.). 

It also signified the duration of protection of all works with the exception of photographic and cinematographic works 

for the life of the author plus 50 years after his death (Berne Convention, Art 7). Until this day, Berne Convention still 

plays an integral part in setting the foundation for the protection of copyrightable works and its owners. 

 

ii. Universal Copyright Convention (UCC) 

 

It was first adopted in 1952 under the backing of the United Nation Educational, Scientific and Organization (UNESCO) 

with the intent to extend the protection of international copyright universally (UNESCO, n. d.). In the coming years, the 

UCC was revised in 1971 to address the gap due to the emergence of technological innovations. The main features of 

UCC includes signatory nations to require formal copyright notice and consist of the symbol ©, the name of the copyright 

owner, the year of its first published; copyright protection extend to 25 years after the death of the author and copyright 

owner have the exclusive rights of translation and reproduction (Encyclopaedia Britannica, n. d.).   

 

iii. The Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS) 

 

This agreement was negotiated between 1986 and 1944 during the Uruguay Round of the General Agreement on Tariffs 

and Trade (GATT) (USPTO, n. d.). TRIPS are seen as a powerful mechanism in progressing firm efforts of developing 

countries to extend control of their domestic intellectual property rights beyond their national borders but still allows 

member nations to have some discretion in their own domestic legislation (Cardwell & Ghazalian, p. 1). This agreement 

transformed and standardized the minimum protection and enforcement for intellectual property.  

 

Under the TRIPS agreement, one of the important provisions is it ensures that computer programs are protected under 

literary works. Furthermore, sound recordings producers have exclusive rights for the commercial rental of their works 

to the public (Cardwell & Ghazalian, p. 1). Under this round table discussion, it also features protection for performers 

to have the right to prevent unauthorized recording, reproduction and live broadcast for 50 years (TRIPS, Art 14). 

 

iv. WIPO Copyright Treaty (WCT) 1996 

 

Under WCT, it strengthens the copyright protection of the author in the digital environment (WCT, 1996). WCT creates 

new rights to ensure the authors rights in the communication of their works and also an exclusive right of distribution 

by wire or wireless.  Similarly, it protects the available copyrighted works on the internet for 50 years (WIPO, n. d.). 
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This treaty is described as a watershed moment as it has been said that it provides “balance between the rights of authors 

and the larger public interest, particularly education, research, and access to information (WIPO, p. 7). 

 

v. WIPO Performances and Phonograms Treaty  

 

This treaty was created in 1996 to address specifically the rights of performers and producers of sound recordings in the 

digital environment (WIPO, n. d.). It provides the creators to have the exclusive economic right over their work made 

available to the public by wire or wireless (WIPO, n. d.). According to Art 5 of the treaty, performers possess moral 

rights in live and fixed performances (WPPT, 1996). Indubitably, this new treaty serves as progressive protection for 

rights of performers and producers. 

 

The Exclusive Rights of a Copyright Holder 
 

The legal protection of literary and artistic works under copyright extends only as far as to prevent the unauthorized use of 

the expression of the ideas (WIPO, p. 8). As adopted from the Berne Convention, the copyright owner has the exclusive 

rights whether to copy, issue copies, to perform, to broadcast or to make derivative works from his original works and also 

to communicate or display the work publicly (Intellectual Property Office, 2014). 

 

The birth of Berne Convention formally mandated the exclusive right of the author over their work (Copyright House, n. d.). 

The general rule for copyright is the person who creates the work is the author (VerSteeg, p. 1324). History of international 

treaties for governing copyright laws emphasized the economic right of the author and further formally recognized the 

paternity right and moral right. These rights are immediately assumed to be the person who created the work. 

 

Economic rights can be understood as the rights which allows authors to exploit the rights of his work commercially (Ashok, 

p. 46). Generally, the economic rights of authors include the reproduction rights, rights of distribution and the right to 

communicate work to the public (Ashok, p. 47).  

 

On the contrary, moral rights allow authors to take certain action for the purpose of protecting the reputation of the creator 

over his copyrighted work (WIPO, p. 8). Article 6bis Berne Convention provides that moral rights shall include; paternity 

rights - the right to claim authorship and integrity right - the right to object to any distortion or modification of the creator’s 

work that can disrupt the reputation of the creator (WIPO, p. 8).  

 

As mentioned earlier, the author has the exclusive rights over reproduction, distribution, and public performance and display 

(Ginsburg, p. 1613). These rights restrict others from using the work nonetheless there are exceptions to these rights such as 

license and permitted acts (Bainbridge, p. 83). Copyright owners can grant licenses in respect of the work which can allow 

the licensee to do the restricted acts subject to their terms and agreements (Bainbridge, p. 83). Whereas, permitted acts 

designates a third party to carry out a restricted act only for the purpose of fair dealing for criticism or review of the work 

(Bainbridge, p. 83). 

 

Despite the evolution of the internet, these above-mentioned rights of an author can still be protected in the virtual world and 

decades of round table discussions exist to protect these rights. Alas, despite past diplomatic negotiations, as technological 

advancement is getting innovated each day - there is no doubt that the copyrightable works can be infringed and these rights 

afforded by the author can be breached. 

 

Social Media 
 

Notably, there are wide different definitions of what is social media. A new definition of social media has been put forward 

as internet-based channels that allow users to interact and self-present selectively whether in real-time or asynchronously 

with both broad and narrow audiences who derive value from user-generated content and others’ interaction perception (Carr 

& Hayes, p. 8).  

 

Whereas, a straightforward definition of social media is that it refers to the wide range of Internet-based and mobile services 

which allows users to participate and interact in online exchanges, contribute user-created content, or join online 

communities. Such services or platforms include blogs, social bookmarking, social network sites, status-update services and 

media-sharing sites (Dewing, p. 1). 

 

Social Media Phenomenon 
 

In 1979, Tom Truscott and Jim Ellis had developed a worldwide discussion system called the Usenet where users can post 

articles or respond to someone else’s article or send a message to the author (Hauben & Hauben, p. 1). Then, about 20 years 
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ago - Bruce and Susan Abelson introduced a social networking site called Open Diary which brought one community as 

online diary writers (Kohli & Gupta, p. 251). 

 

With the advancement of internet access at high speed, it led to the creation of social networking sites such as Myspace and 

Facebook (Kaplan & Haenlein, p. 61). Consequently, the term “Social Media” has been coined and rose to prominence as 

evidenced with today which then created the concept of Social Media: Web 2.0 and User Generated Content (UGC) (Kaplan 

& Haenlein, p. 61). 

 

Initially, Web 2.0 was a concept developed in 2004 by Tim O’ Reilly and associates where software developers and end-

users started to utilize the architecture of software and business in which content and applications are constructed and 

published but and to an extent, can be modified by all its users (Harrison & Barthel, p. 159). On the contrary, user generated 

content can be described as a group of Internet-based applications that build on the ideological and technological foundations 

of Web 2.0 which enables the creation and exchange of User Generated Content (UGC) (Harrison & Barthel, p. 156). 

 

According to the Organisation for Economic Co-operation and Development (OECD), UGC or otherwise known as User-

Created Content is a piece of content which is publicly available on the internet especially on social networking sites 

involving a creative effort and created outside of professional routines and practices (OECD, p. 4). Such good examples of 

these networking sites are Facebook, YouTube and recently TikTok. 

 

By the late 2000s, social media had achieved its prominence which some of these services became popularized and gained 

huge amounts of users. This is evidenced when in July 2012, Twitter estimated 517 million users whereas in November 

2012, Facebook had announced that they had 1 billion users worldwide (Dewing, p. 2). 

 

The Internet has created an atmosphere which promoted the new unprecedented culture of sharing the internet user’s work 

virtually which then elevated the creativity of the author in which is the goal of copyright law (Alm, p. 104). However, as 

much as the internet can promote the author’s creative work - it also creates opportunities for possible infringement to their 

work thus making the copyright laws easily disregarded (Alm, p. 104). 

 

 

Copyright and Social Media 
 

Copyright Protection in Social Media 
 

When it comes to establishing whether a work is copyrightable, the process has become relatively easy with regards to 

conventional works such as paintings, books, plays, movies, etc. (Murray, 2020). However, with the existence of the Internet, 

copyright is rather complex (Murray, 2020). Social media especially raises interesting legal issues for the operation of 

copyright law (Griffin Legal, 2020). 

 

While it is typical for some groups of individuals to presume that once a person posts something on social media, it is open 

to be used by anybody who sees it, this is certainly not the case in actual practice. Contrary to the popular belief, posting 

one’s work on social media does not mean that others are free to use the said work without permission. 

 

When a person posts his/her work on social media, he/she retains the copyright to it. No one can use the said work without 

the copyright owner’s permission nor will the social media platforms take ownership of it (Hashmi, 2020). Posting works 

via social media therefore does not cause the copyright to become void or invalid (Motskula, 2018), provided that the work 

satisfies the requirement for protection in the first place. 

 

Are works posted on social media copyright-protected materials? 
 

Copyright law applies to online materials just as it applies to offline materials, again, provided that it satisfies the requirement 

for protection in the first place.  

 

Works posted online, especially user-generated content which consists of text, images and videos that social media users 

independently create and post online are likely copyrightable (Alm, p. 107). The basic element for copyright protection is it 

must exhibit skill, labour and judgment; some of the UGC already passed this originality requirement. The next dictum is 

that it has to be expressed in a tangible form. Generally, content posted on social media platforms is not automatically deleted 

or overwritten. In fact, it remains stored, visible and searchable. Furthermore, a court would likely find social media content 

to be fixed in tangible form (Alm, p. 111). 

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

592



 

 

The author shall be granted six exclusive rights of ownership if it is fixed in tangible form but if the fixation occurs on a 

social media outlet, and varying website terms and conditions can disturb the author’s rights (Alm, p. 111). Thus, as a social 

media user and at the same time a copyright owner, one must acquaint him/herself to the terms and conditions of social media 

platforms before considering to use any of the platforms to post his/her work. To understand the terms and conditions is 

necessary as users’ rights on the internet would depend on it. 

 

 

Social Media Platforms’ Terms and Conditions: How does it affect copyright owners’ rights? 
 

Terms and Conditions refers to an agreement that legally binds a user and a service provider regulating what users can and 

cannot do on their platform alongside its content (Wallace, 2018). 

 

Social media websites provide terms and conditions that users must strictly adhere in order to use their services. Though the 

position is that the user retains the copyright to all of their works posted on social media platforms and that the platforms 

does not take the copyright ownership of the said works, chances are the terms and conditions agreement for the use of the 

platforms will contain provisions that details on how a copyright owner’s rights will be affected (Biason, 2016). Examples 

on some of the details include: 

 

i. License granted to social media platforms 

 

This section concerns the licensing of a user’s content (i.e., work.) on social media. Despite the fact that social media 

platforms do not claim ownership to works posted online (Goldner et al., p. 2), under the agreement, users are typically 

required to grant the platforms extensive rights in the form of licensing provisions in exchange for the use of the 

platforms.  

 

A license essentially grants others (i.e., licensees) the permission to use copyright-protected works in a given manner 

for a particular purpose. A ‘license’ should not be confused with an ‘assignment’ as the former does not involve in the 

permanent transfer of rights to someone else unlike the latter. 

 

The common type of Intellectual Property-related licenses required in social media platforms’ terms and conditions 

agreement are royalty-free, non-exclusive licenses to use users’ copyright-protected works. Depending on different 

social media platforms, some platforms may even require a worldwide, sublicensable and transferable license from their 

platform users. 

 

‘Royalty-free’ license refers to the type of license that grants its licensee to use a copyright-protected material for free 

i.e., without needing to pay any royalties to the copyright owner for every use of the said material (Fiesler, Lampe & 

Bruckman, p. 1454). 

 

‘Non-exclusive’ license, refers to the type of license that grants its licensee the rights to use a copyright-protected 

material on a non-exclusive basis (i.e., without excluding the copyright owner from exercising such rights to use the said 

material) (Fiesler, Lampe & Bruckman, p. 1454). 

 

‘Worldwide’ license refers to the type of license that is effective all across the globe (Fiesler, Lampe & Bruckman, p. 

1454). 

 

‘Sublicensable’ license refers to the type of license that grants its licensee the rights to license the same copyright-

protected material to another party (i.e., the sublicensee) (Fiesler, Lampe & Bruckman, p. 1455). 

 

‘Transferable’ license refers to the type of license that grants its licensee the rights to transfer (i.e., to give up) his/her 

license to another party (Fiesler, Lampe & Bruckman, p. 1455). 

 

Below are some examples of the popular social media platforms – specifically Facebook, YouTube, Instagram and 

Twitter – and what was stated in their terms and conditions agreements as of November 2020 concerning the licenses 

that their users will be required to grant to their platforms in exchange for the use of their service: 

 

1. Facebook – Under Facebook’s Terms of Service, users are required to grant Facebook a non-exclusive, 

transferable, sub-licensable, royalty-free, and worldwide license to host, use, distribute, modify, run, copy, 

publicly perform or display, translate, and create derivative works from the users’ content (Facebook Terms 

of Service, Art. 3.3.1). 
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2. YouTube – Under YouTube’s Terms of Service, users are required to grant YouTube a worldwide, non-

exclusive, royalty-free, sublicensable and transferable license to use including to reproduce, distribute, prepare 

derivative works, display and perform from the users’ content (YouTube Terms of Service, 2020). 

 

 

3. Instagram – Under Instagram’s Terms of Use, users are required to grant Instagram a non-exclusive, royalty-

free, transferable, sub-licensable, worldwide license to host, use, distribute, modify, run, copy, publicly perform 

or display, translate, and create derivative works from the users’ content (Instagram Terms of Use, 2020). 

 

 

4. Twitter – Under Twitter’s Terms of Service, users are required to grant Twitter a worldwide, non-exclusive, 

royalty-free license (with the right to sublicense) to use, copy, reproduce, process, adapt, modify, publish, 

transmit, display and distribute users’ available content in any and all media or distribution methods now 

known or later developed (for example, including curating, transforming, and translating). Twitter further 

stated that “…we may modify or adapt your Content as it is distributed, syndicated, published, or broadcast by 

us and our partners and/or make changes to your Content in order to adapt the Content to different media,” 

(Twitter Terms of Service, 2020). 

 

 

ii. License granted to other users of the same social media platform 

 

This section concerns to what extent will a user’s content (i.e., work) be made publicly accessible and how it may be 

used by other users of the relevant social media platform (Biason, 2016). Under the agreement, typically, users will be 

required to grant other users of the same platform the license to use and share the publicly accessible content (Goldner 

et al., p. 2). ‘Use’ in this sense may refer to the act of copying, displaying, distributing, modifying, etc., depending on 

the relevant platforms. 

 

Below are some examples of the popular social media platforms – specifically YouTube and Twitter – and what was 

stated in their terms and conditions agreements as of November 2020 concerning the licenses granted to other users 

within the social media platforms in exchange for the use of the platform’ service: 

 

1. YouTube – Under YouTube’s Terms of Service, users are required to grant other users within YouTube a 

worldwide, non-exclusive, royalty-free license to access and use their content, including to reproduce, 

distribute, prepare derivative works, display, and perform, only as enabled by a feature of the Service (such as 

video playback or embeds). For the record, YouTube also stated that such license would only be granting 

permission to use users’ copyright-protected content so long such acts are done within the platform (i.e., 

YouTube) (YouTube Terms of Service, 2020). 

 

2. Twitter – Under Twitter’s Terms of Service, users are required to grant other users within Twitter the same 

license that they grant to the platform (i.e., Twitter) (Twitter Terms of Service, 2020). 

 

 

iii. Rights retained by social media platforms 

 

This section concerns the use of a user’s content (i.e., work) upon the deletion of his/her account. Whilst social media 

platforms do allow its users to delete their accounts from the relevant platforms (Goldner et al., p. 2) this does not mean 

that the platforms are obliged to remove (i.e., erase) any of the users’ content. 

 

Though it is true up to a certain point that some social media platforms may agree to remove a user’s content within a 

certain timeframe upon the deletion of the user’s account. However, the fact remains that it does not guarantee the user’s 

presence on the online platform will be completely erased. Oftentimes, users may have already lost control over their 

content the moment it is made available on any social media platforms considering the sharing nature of social media. 

Hence, depending on different social media platforms and its agreement, the platforms will typically retain its license to 

the previously posted content that has been shared and distributed among other users within the platform. 

 

Below are some examples of the popular social media platforms – specifically Facebook and Instagram – and what was 

stated in their terms and conditions agreements as of November 2020 concerning the licenses retained by their platforms: 
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1. Facebook – Under Facebook’s Terms of Service, in cases whereby a user’s content has been used, shared or 

distributed by others in the platform, Facebook will still retain such license and is free to use the content 

indefinitely until the other users’ have deleted such content (Facebook Terms of Service, Art. 3.3.1). 

 

2. Instagram – Under Instagram’s Terms of Use, similar to Facebook, in cases whereby a user’s content has been 

used, shared or distributed by others in the platform, Instagram will also retain such license and is free to use 

the content indefinitely until the other users’ have deleted such content (Instagram Terms of Use, 2020). 

 

Therefore, by inattentively agreeing to the terms and conditions agreement without sufficient understanding, social media 

users are at risk of losing copyright protection through such platforms and subsequently result in significant losses as 

copyright owners (Abou Naja, 2020). This is especially risky for talented individuals who sincerely value their original and 

creative works (Brown, 2020). 

 

Attributes of Technological Advancements with Copyright Implications 
 

The root of how social media challenges the legal rights of copyright owners originated from the technological innovations 

it has. Such attributions to these new technologies contravene the copyright law which includes the following: 

 

i. Ease of Reproduction 

 

This attribution allows a work to be reproduced rapidly once it is rendered in digital form at little cost, and without any 

loss of quality (Marybeth, p. 59). Each digital copy can be reproduced again without losing any quality and can further 

supply the needs of many users (Marybeth, p. 59). One great example of this is the invention of compact discs (CDs) 

which contains original digital versions of recorded music and since then have been made and distributed on the Internet 

in this decade. 

 

ii. Ease of Dissemination 

 

One of the many significant designs of these networking sites is it enables for the public dissemination of digital works 

rapidly and simultaneously through the world (Bakshy et al., p. 1). Each user is able to engage and interact in expanding 

and prospering the dissemination of the digital work mediated through the networking sites (Marybeth, p. 60). This can 

be understood or more commonly known as viral (Marybeth, p. 60). Combined with the ease of reproducing works, this 

easily allows for a single digital copy of work to be multiplied thousands of times around the world wide web within a 

few hours especially if it is transmitted through high-speed lines (Marybeth, p. 60). 

 

iii. Storage 

 

New technology has created a new era of digital storage. Truly an impressive innovation is when increasing quantities 

of material can be stored in smaller formats (Falcone, n. d.). In particular, CDs earlier on in the 1990s can store 600 

megabytes of data about 15 songs (Marybeth, p. 60). Whereas, in this day and age, flash drives can store up to 64 

gigabytes equivalent to 4000 songs (SanDisk, n.d).  

 

These technological advancements can be proved to be a double-edged sword for copyright authors in the social media 

platform. First and foremost, it does help to promote and bring recognition to the work of the copyright owners. On the 

other hand, the dissemination can easily violate the rights of the copyright owners such as others publicly sharing the 

work without their prior consent. The cases mentioned below are good examples on how copyright owners raised such 

legal challenges in protecting their copyright-protected work.  

 

Looking back in 2005, one of the most popular social medias, YouTube had been sued by Viacom International, Inc. for 

copyright violations of public performance, display, and reproduction involving more than 70,000 clips (Viacom Int'l, 

Inc. v. YouTube, Inc. 676 F.3d 19 (2d Cir. 2012)). YouTube allows its users to upload and watch video for free however 

one of the terms is that registered users should not submit any copyrighted material unless there is a prior permission 

from the owner (YouTube, n. d.). This easy feature of uploading content is definitely exciting for its users but the terms 

of service is not something that the user will want to comply with. Furthermore, Viacom had accused YouTube of 

deliberately keeping a library of their clips to increase traffic for their site by transcoding it (Viacom Int'l, Inc. v. 

YouTube, Inc. 676 F.3d 19 (2d Cir. 2012)). After a long battle for court decisions, this case was eventually settled in 

2014 outside court.  

 

Similarly, in the case of Goldman v. Breitbart (No. 17-03144), Justin Goldman had taken a photograph of New England 

quarterback Tom Brady with Boston Celtics’ General Manager Danny Ainge and uploaded the photo to his own 

Snapchat story. The photo went from one platform to another; from Snapchat to Reddit to Twitter. Subsequently, the 
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photo was embedded on the websites using HTML code to retrieve the tweets from Twitter’s servers. Due to the 

embedding function, none of the websites downloaded, copied or stored the photo on their own servers. Instead, it allows 

the internet users to browse the defendant’s sites to retrieve images of the embedded tweets and place the images in their 

article. The court decided that the defendant is liable for copyright infringement. 

 

In the present circumstances, a pending case in 2020 where Volvo, an automaker is being sued by a photographer and 

the model in the photograph for copyright violation. Volvo had posted on their Instagram stories a photo of the models 

posing with one of its cars. Volvo argued that by posting the photo publicly and tagging Volvo Instagram account in the 

post were subject to re-sharing and there was an implied license due to Instagram’s sharing feature.  

 

All of the cases above regardless whether it is a decided or a pending case, it further validates that despite the rounds of 

international negotiations seeking to fill the gaps for the protection of copyrightable work in social media - it remains 

lacking and social media platforms still raises challenges for copyright owners legally. 

 

How can copyright owners protect their works on social media? 
 

Given the pervasive existence of social media’s sharing nature, it is nearly impossible for copyright owners to keep pace 

with all unauthorized activities (i.e., copyright infringements). Hence, the best and easiest way to protect a work from 

unauthorized activities is to not post it on any social media platforms (Hashmi, 2020). 

 

Apart from the above option, should users still insist on posting their creative works on any social media platforms, as 

copyright owners, there has to be efforts done by them to protect their works made available on social media. Below are 

some of the examples of practical measures that a copyright owner may consider to take in order to protect his/her copyright 

to work posted on social media: 

 

i. Understand Terms and Conditions Agreement 

 

As explained in one of the previous sections, it is crucial for copyright owners as social media users to have sufficient 

understanding to the terms and conditions agreement provided by the social media platforms as the said agreement 

would often contain provisions that details on how a copyright ownership may be affected. 

 

Thus, copyright owners must fully understand and be aware of what they are consenting to before considering to use 

any of the social media platforms to post their works online. 

 

ii. Low Resolution Works 

 

Another measure that can be taken by copyright owners is to post only works in low resolution on social media. In doing 

so may discourage others from attempting to copy, use or claim credit to the said work considering people typically do 

not favour low quality works (Zen, n. d.). 

 

Accordingly, copyright owners may opt to leave a statement to inform others that a higher quality version of the relevant 

work is also available should other users are interested on the said work. 

 

iii. Watermarks 

 

Watermarking is an easy and efficient way to help copyright owners protect their works on social media as it ensures 

that no one can claim credit on the said works made available online (Zen, n. d.). 

 

There are various kinds of digital watermarking classifications available nowadays for different types of media (e.g., 

digital watermarks for images, videos, audio, texts, documents, etc.) (Furon, 2018). Amongst this, the simplest way to 

do watermarking is to place a faint design over a work, in this case either to images, documents or videos, to identify its 

original creator (Lexico, 2020). 

 

iv. Copyright Statement 

 

Though it is not necessary for copyright owners to include a copyright statement or to affix a copyright symbol © 

whenever they post their work on social media, in doing so could be beneficial in attempting to protect their work online 

as it illustrates that as copyright owners, they are taking full ownership of the said work (Zen, n. d.). 
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A copyright statement typically includes the copyright symbol ©, the year of which the work was first published together 

with the name of the copyright owner and his/her contact details (e.g., email address, phone number etc.) (Zen, n. d.). 

Copyright statements are usually located on the caption section of the post. 

 

v. Vigilant Monitoring 

 

Another way of ensuring the protection of copyright-protected works from infringement is by doing vigilant monitoring 

(European IP Helpdesk, n. d.). Copyright owners should constantly keep track of possible violations and must be 

steadfast in filing complaint should an infringement is suspected (Murray, 2020). If the said infringement occurred on 

social media, most platforms will have the features to file the complaint (European IP Helpdesk, n. d.). 

 

Due to the easy features of linking and sharing of content nowadays, copyright owners have taken an active approach to 

protect their works online by contacting the relevant social media platforms whenever they discover that their work is 

being used without permission (Abou Naja, 2020). 

 

 

vi. Informal Notice 

 

Following after vigilant monitoring, copyright owners may also attempt to personally reach out to the copyright 

infringers themselves, for instance by sending an email, asking the infringers to stop their infringing activities concerning 

the copyright-protected works. 

 

Oftentimes, once the infringers realize that they have been caught in their act by receiving such informal notice, it is 

sufficient to put an end to the infringement act. 

 

vii. Copyright Cease-and-Desist Notice 

 

Subsequently, in the event sending an informal notice is ineffective, copyright owners should opt to send a copyright 

cease-and-desist notice. A copyright cease-and-desist notice is basically a formal notice sent to a copyright infringer 

(i.e., the recipient) to inform him/her in writing that he/she is mandated to stop engaging in infringing activities with 

regards to the copyright owner’s copyright-protected works. This notice can be drafted by the copyright owner himself 

or he may appoint a legal counsel to draft on his behalf. 

 

Typically, a copyright cease-and-desist notice contains concise details concerning the copyright-infringing activity 

followed by the negative consequences should the recipient fail to comply within the given timeframe (Form Swift, n. 

d.). 

 

Conclusion 

 
In summary, without further disputes, technological advancements and innovations both provide benefits and drawbacks for 

the copyright owners especially since the creation of the internet specifically with the social media platforms. As mentioned 

earlier, it allows for widespread dissemination of the creative work however the major drawback is it allows for easy 

exploitation of the work such as stealing or using the copyright-protected work and making derivative work from it without 

consent. 

 

With the establishment of the WIPO which administers the governing copyright laws, this can help to assure the copyright 

owners in the protection of their own work. Over the years, the copyright laws have been revised several times to 

accommodate the loopholes in the legislation especially on digital transmission. The problems are reflected with the 

increasing cases of copyright infringement in many aspects of social media nonetheless the court, on its own capacity has 

made its own adjudication in overcoming those obstacles. Thus, this enables social media platforms to include features which 

allows for the protection of the copyright to further realize the objective of copyright law. Importantly, with technology 

getting smart and innovative by the day, relevant authorities must continue to seek solutions in order to address the new 

copyright issues which might occur in the future. 
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Abstract 

 

Despite of continuously conducted research aimed at improving footwear materials properties, the issue of footwear quality 

with respect to consumer safety may still raise doubts. In this paper the notifications to the Rapid Alert System for Dangerous 

Non-Food Products (RAPEX) referred to footwear, and recorded in the years 2004-2020 are analysed, which allowed 

identification of types of potential risks posed to consumers. The most common risk associated with the presence of harmful 

chemical substances in too large amounts in footwear materials was identified. This risk was discussed in detail, while 

considering types of substances, its effect on consumer health and safety as well as the REACH regulation guidelines. The 

results of analysis indicate that footwear approved for sale not always meets the requirements of regulations for ensuring 

safety of its users, primarily regarding to the content of chemicals e.g. chromium VI, dimethyl fumarate in footwear materials, 

therefore it may pose health hazards. Although a decreasing tendency for footwear notified to the RAPEX is observed after 

2013, the problem is still up to date.  
 

Keywords: Consumer safety, Health, Footwear quality, RAPEX, Hazardous chemicals. 

 

Introduction 
 

Footwear is a principal piece of garment performing a number of essential functions. Among them, the most often mentioned 

ones include foot protection against adverse weather conditions, preventing injuries, making the locomotion easier on 

diversified surfaces (e.g. slippery, wet), facilitating the work, and providing desired aesthetic effects (in combination with 

garment), thus also a positive impact on human well-being (Miller and Rawdanowicz, 2009; Wielgosik, 2013). However that 

the most important one is to provide adequate foot protection and safety both during physical activity e.g. smooth gait, 

jogging, fast running or when sitting e.g. at work, at home. 

 

Scientists continuously conduct research on new solutions for the footwear industry enabling safe, better quality footwear to 

be manufactured. For years a current issue is to modify footwear materials to imparts antimicrobial properties to them e.g. 

by using Ag-TiO2 nanoparticles or essential oils encapsulated in microcapsules (Carvalho et al., 2018; Sánchez-Navarro et 

al., 2011). The attempts are being made to replace synthetic biocides used for leather protection in tanneries with essential 

oils and other natural substances of antimicrobial qualities derived from plants (Bayramoĝlu, 2010; Chirilă, Berechet and 

Deselnicu, 2016). This enables the leather processing process to be free from harmful chemical substances that would also 

be present in footwear made of such materials. In addition, the long-lasting antimicrobial effect against microorganisms 

potentially pathogenic to humans is very important for preventing foot skin and toenail infections and diseases (Bielak, 

Marcinkowska and Syguła-Cholewińska, 2017). The problem is also the presence harmful chromium (VI) in leathers due to 

oxidation of chromium (III), as well the presence of this element in tanning wastewater. To make the tanning industry and 

its products more ecological it is proposed to replace so called ‘wet-blue’ leathers (chrome-tanned) with so called ‘wet-white’ 

leathers (produced by using non chrome tanning agents). In the literature, there are reports on research in which properties 

of these materials are comparable (Chirilă, Deselnicu and Crudu, 2014) or – for wet-white leathers - modified for quality 

improvement (Taylor et al., 2011). 

 

Every day consumers all over the world use non-food products not realizing that they would pose a serious health hazard. 

Footwear is not an exception, as confirmed by the data published on the website of the Rapid Alert System for Dangerous 

Non-Food Products (RAPEX) (EC, 2020) collecting information on non-food products introduced in the European Single 

Market and identified as unsafe to consumers. There are 31 countries that participate in the system - all of the UE member 

states, United Kingdom and three EFTA (European Free Trade Association) countries - Iceland, Liechtenstein and Norway. 
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The system is based on rapid exchange of information between these countries and the European Commission about 

dangerous products found on the market (EC, 2020). 

 

The aim of this paper is to present the results of analysis of the RAPEX data (EC, 2020) related to footwear notified to this 

system in the years 2004-2020. Within the scope of this study the number of notifications and the risk types created by 

footwear were identified. The risk connected with the presence of harmful chemical substances in footwear being the most 

often cause of notifications in the RAPEX was discussed in detail. Attention was paid to type of substances, its effect on 

human health and safety and requirements for its concentration in products specified in the REACH regulation (EC, 2006). 

The Method of Acquiring and Selecting Data on Footwear Notifications to The RAPEX 
 

The notifications of specified dangerous non-food products recorded since 2005 can be viewed on the RAPEX search page 

(EC, 2020), after specifying appropriate search criteria. The criteria indicated for gaining information on footwear recorded 

in the RAPEX are presented in Figure 1. All the options available online in categories “Years”, “Alert submitted by”, 

“Country of origin”, “Risk type” and “Weekly report” are indicated. Footwear has not been assigned a separate category and 

belongs to the product group comprising “Clothing, textiles and fashion items”. To analyse notifications related to footwear 

alone, all 4735 notifications in this category submitted in the years 2005-2020 were viewed. However, the first reports on 

hazardous non-food products appeared in the RAPEX already in 2004, although these products had not been divided into 

separate categories at that time, and relevant information can be found in consolidated reports comprising various product 

groups. Thus, to gain data on footwear notifications in 2004 it was necessary to look through 52 weekly reports (Figure 2) 

embracing the first notifications recorded in the RAPEX. 

 

When analysing the data regarding footwear from the RAPEX attention was paid to the number of related notifications in 

the years 2004-2020 and types of potential risks to consumers were selected. The most common risk connected with the 

presence of harmful chemical substances in footwear materials is also thoroughly discussed in this paper: 

− types of substances found in footwear at too large concentration and the number of related notifications are indicated, 

− the maximum amounts of hazardous substances found in footwear are presented and compared to requirements laid down 

in the REACH regulation (EC, 2006), 

− an effect of substances detected in footwear on user health and safety is analysed. 

 

An analysis of the footwear-related data from the RAPEX is continued in the second part of this paper (Bielak, 2021). Other 

risk types posed by footwear are discussed therein, while paying attention to countries from which most often notified 

products come and the countries most active in notifying it to the RAPEX. Actions undertaken in countries where unsafe 

shoes appeared are also indicated. 
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Fig. 1. The method of gaining information on footwear notifications to the RAPEX in the years 2005-2020 

Source: EC (2020). 

 

 

 
Fig. 2. The method of gaining information on footwear notifications to the RAPEX in the year 2004 

Source: EC (2020). 
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An Analysis of Footwear-Related Data From The RAPEX 
 

The Number of Footwear Notifications in The Years 2004-2020 

 

In the period between 2004 and 2020 there were 661 notifications recorded in the RAPEX related to footwear that did not 

meet safety requirements, and therefore posing a hazard to health of its users. The RAPEX notifications included footwear 

made of natural leather and its substitutes, textiles and plastics. There were summer and winter shoes, house shoes (slippers), 

sports shoes, orthopaedic shoes, and others for women, men and kids. The first notification of unsafe footwear appeared in 

the RAPEX in 2004, whereas in 2009 the largest number of notifications was recorded within 17 years. When analyzing the 

data presented in Figure 3, one can also observe an increase in the number of notifications in the years 2009-2012 and another 

one in the years 2013-2016. The increase in the number of notifications on non-food products in 2009 in RAPEX, when 

compared to the previous year, was related to the increasingly effective market surveillance by the Member States. Moreover, 

European businesses with a view the safety of consumers’ products showed greater activity in withdrawing dangerous 

products from the market and more systematically used the dedicated rapid alert system for business (EC, 2010). Also in 

2013, there was observed a general increase in the number of product notifications in the RAPEX (Skulimowska, 2014), 

which was also reflected in the case of footwear (Figure 3). This increase was the effect of vigilance and taking active 

measures by the Member States authorities and the European Commission in order to protect consumers’ safety 

(Skulimowska, 2014). After 2013, downward trend in the number of notifications is observed with a satisfactory number of 

11 only in 2020, which can indicate an increasingly growing quality of footwear appearing on the European markets. 

 

 
Fig. 3: Number of footwear notifications submitted to the RAPEX (2004-2020) 

Source: Author own research based on EC (2020). 

 

Risks Posed by Footwear to Human 

 

Risk types causing footwear notifications submitted to the RAPEX (EC, 2020) are presented in Table 1. The largest number 

of notifications resulted from chemical hazards and a risk of choking. The use of footwear notified in the system was also 

connected a possibility of injuries and even the risk of fire. In two cases there was a general indication that the notified 

products may pose a health risk/other, and in one case the environment risk was assigned (Table 1). 

 

Table 1. Risk types posed by footwear notified in the RAPEX (2004-2020) 

 

Risk type Number of notifications 

Chemical 480 

Choking 161 

Injuries/ injury 8 

Choking/ injuries 4 

Chemical/ choking 3 

Health risk/ other 2 

Chemical/ choking/ suffocation 1 

Environment 1 

Fire 1 

In total 661 

Source: Author own research based on EC (2020). 
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ʻChemicalʼ Risk as The Main Risk Posed by Footwear 

 

Types of Chemical Substances Found in Excessive Amounts and Its Permitted Limits 

 

The largest number of notifications (484) resulted from to the presence of chemical substances in too large amounts in 

footwear. This hazard is the most important issue, as it has been identified in about 73% of all footwear notifications. In the 

material used for manufacturing footwear, chromium (VI) (Cr VI) and dimethyl fumarate (DMF) as well as aromatic amines, 

phthalates, nickel (Ni), pentachlorophenol (PCP), polycyclic aromatic hydrocarbons (PAH), formaldehyde, acetophenone, 

2-phenyl-2-propanol, benzene, toluene and lead (Pb) were identified (Figure 4).  

 

 
Fig. 4. Chemical substances detected in footwear notified in the RAPEX (2004-2020) 

Source: Author own research based on EC (2020). 

 

In several notifications with respect to one pair of shoes the presence of more than one substance in too large concentrations 

was indicated (e.g. a pair of women's shoe notified in the RAPEX in 2009 containing simultaneously benzene, toluene, 

formaldehyde and DMF). Table 2 contains the maximum amounts of harmful chemical substances detected in footwear (EC, 

2020) and permitted limits according to the REACH Regulation (EC, 2006). 

 

Table 2. Maximum amounts of harmful chemical substances detected in footwear notified in the RAPEX and 

permitted limits according to the REACH Regulation 

Substance type Footwear type/component 

Maximum 

concentration 

detected in 

footwear 

Limit acc. to 

REACH 

• Cr (VI) lady' shoes –  

leather of the insole 

 

170 mg/kg 

< 3 mg/kg 

• DMF lady's moccasin shoes –  

heel area 

sachets put into the ladies’ 

flip-flops 

 

1700 mg/kg 

 

5409 mg/kg 

≤ 0.1 mg/kg 

• Aromatic amines, incl: 

3,3’-dimethoxybenzidine 

3,3’-dimethylbenzidine 

4-aminoazobenzene 

 

4-methyl-m-phenylenediamine 

 

men's shoes 

men’s shoes 

babies' shoes – leather around 

the ankle 

men's shoes – lining 

 

294 mg/kg 

171 mg/kg 

 

1200 mg/kg 

156 mg/kg 

≤ 30 mg/kg 
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benzidine 

4,4’-methylenedianiline 

4,4’-oxydianiline 

men's slippers – textile uppers 

lady's sport shoes 

men's shoes 

139 mg/kg 

73.4 mg/kg 

210.8 mg/kg 

• Phthalates incl: 

dibutyl phthalate (DBP) 

bis(2-ethylhexyl) phthalate (DEHP) 

diisobutyl phthalate (DIBP) 

di-n-octyl phthalate (DNOP) 

 

boy's sandals 

children’s shoes 

children bathing shoes 

children’s shoes 

 

32% by weight 

23.4% by weight 

21.2% by weight 

34.57% by weight 

< 0.1% by weighta or 

≤ 0.1% by weightb 

• Ni children's sandals – metal rivet 19 μg/cm²/ week 

(rate of release) 

≤ 0.5 μg/cm2/ week 

(rate of release) 

• PCP lady's shoes 0.21 mg/kg - 

• PAHs, incl: 

chrysene 

benzo(a)pyrene 

benzo(e)pyrene 

benzo(a)anthracene 

benzo(b)fluoranthene 

benzo(k)fluoranthene 

dibenzo(a,h)anthracene 

benzo(j)fluoranthene 

 

flip flops 

men’s shoes – in upper 

men's shoes 

men's shoes 

men's shoes 

men's shoes 

men's shoes 

men's shoes 

 

2.9 mg/kg 

14 297 mg/kg 

 

 

measured values 

up to 28.3 mg/kg 

≤ 1 mg/kg 

• Formaldehyde lady's boots – textile 

components 

 

384.8 mg/kg 

≤ 75 mg/kg 

• Acetophenone lady’s clogs – in plastic 833 mg/kg - 

• 2-phenyl-2-propanol lady’s clogs – in plastic 1768 mg/kg - 

• Benzene lady's boots 283.5 mg/kg ≤ 5 mg/kgc or 

< 0.1% by weightd 

• Toluene lady’s shoes no data < 0.1% by weighte 

• Pb slippers for adults 0.2% by weight < 0.05% by weight 
a/Refers to the use of DBP, DEHP and DIBP in toys and childcare products. 
b/Refers to the use of DNOP in toys and childcare products that children can put in their mouths. 
c/Refers to the use of benzene in toys or parts of toys. 
d/Refers to the use of benzene as a substance, or an ingredient of other substances/ mixtures. 
e/Refers to the use of toluene as substance, or an ingredient of mixtures in adhesives or paints in aerosol dispensers, for 

supply to the general public. 

Source: Author own research based on EC (2006; 2020). 

 

An Effect of Chemical Substances Found in Footwear on Its User Health and Safety 

 

The most often notified substance present in footwear was the chromium at +6 oxidation state (hexavalent) (Figure 4). 

Chromium compounds are used in manufacturing dyes and tannins (Chmielnicka, 2018), which explains its presence in 

shoes. Chromium at +3 oxidation state (trivalent) is an essential trace element in mammals for glucose and lipid metabolism, 

however Cr (VI) is considered as toxic and demonstrating carcinogenic activity (Manahan, 2003). Direct contact with 

chromic acid or solutions of other hexavalent chromium compounds may lead to formation of ulcerative skin lesions called 

‘chrome holes’ especially in persons occupationally exposed, e.g. workers at tanneries or plants manufacturing chromates or 

chrome dyes. Electroplaters, workers in the leather or fats industry and anticorrosion painters are also exposed to possible 

occupational eczema resulting from sensitization to chromium compounds and manifesting by, for example, palpebral 

oedema, urticarial erythema and swelling papules (Chmielnicka, 2018). As shown in Table 2 the highest concentration of Cr 

(VI) reaching 170 mg/kg was recorded for the leather shoe insole in women's footwear. This value significantly exceeds the 

permissible limit < 3 mg/kg (EC, 2006) for the presence of Cr (VI) in leather products.  

 

In the years 2004-2020 there were 195 notifications (Figure 4) concerning the presence of DMF in footwear and sachets 

placed both inside footwear and/or inside shoe boxes. This agent is a mould inhibitor. Wearing shoes containing this biocide 

may cause irritant reactions, pain, redness, blisters or even allergic contact dermatitis (Davanzo et al., 2010). In research on 

the presence of DMF in furniture materials (Lammintausta et al., 2010) it has been shown that this biocide caused allergic 

reactions in all subjects at concentration of 0.01% (100 mg/kg). According to the RAPEX data in women's footwear DMF 

was detected at a concentration of 1700 mg/kg, while in sachets placed in ladies' flip-flops as much as 5409 mg/kg (Table 

2). These values exceed drastically the maximum permissible concentration of 0.1 mg/kg given in the REACH (EC, 2006). 
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In fifteen pairs of shoes (Figure 4) notified to the RAPEX aromatic amines released from azo dyes have been identified. Azo 

compounds are used as dyes in the clothing, paper and photographic industries (Mastalerz, 2000). Azo dyes are used to dye, 

among other things, natural, artificial and synthetic fibres, as well as leathers, rubbers (Czarnecka-Żołek et al., 1993), that is 

raw materials used in footwear production. Some amines are carcinogenic and most of the other amines are also suspected 

of the same activity, so numerous studies on their potential carcinogenicity are conducted in the world (Pereira, Mondal and 

Alves, 2015; Song et al., 2016). An increased release of carcinogenic aromatic amines from products is caused by direct 

contact with human body heat and sweat excreted from body (ACCC, 2015). Among seven amines identified in footwear 

the highest concentration equal to 1200 mg/kg was recorded for 4-aminoazobenzene, i.e. aniline yellow, detected in babies’ 

shoes (Table 2). This value exceeds 40 times the permitted limit 30 mg/kg (EC, 2006). 

 

In footwear notified to the RAPEX also phthalates present in too large amounts are identified in ten pairs of shoes (Figure 

4). Phthalates are used as plasticisers and industrial solvents, they are applied, e.g. in manufacturing of food packaging, 

personal hygiene products, toys or synthetic leathers (Hauser and Calafat, 2005). As phthalates are widely used, its 

harmfulness has been extensively examined for years, and scientists in their articles indicate that more research is needed to 

determine the human health effects of exposure to these compounds (Meeker, Sathyanarayana and Swan, 2009; Shea, 2003). 

Shea (2003) points out considerable toxicity of di-‘isononyl’phthalate and bis(2-ethylhexyl) phthalate. The latter was found 

in children's footwear notified to the RAPEX at amount of 23.4% by weight (Table 2). DEHP shows highly harmful effect 

on human body, can penetrate into body fluids and release from plastics into the blood. This compound is absorbed through 

the airways and digestive systems as well as penetrates the placental barrier. It has an irritative effect on the skin, eyes and 

airway mucous membrane (Jajte, 2017). 

 

The presence of nickel in footwear caused seven notifications (Figure 4). This metal is used in the food, chemical and plastics 

industries as well in galvanic coating to metal items (Chmielnicka, 2018). Contact with metallic nickel may lead to allergic 

contact dermatitis referred to as nickel dermatitis. This affection resulting from close contact of human skin with items made 

of nickel (e.g. jewellery) may occur even in 5-10% of the population (Manahan, 2003). Research studies conducted by Sevila 

et al. (1994) confirmed that nickel is one of the main children allergens. Nickel toxicity has been also demonstrated by the 

results of epidemiological examinations on persons occupationally exposed to this element. An increased incidence of 

neoplasia of the respiratory system has been confirmed in these subjects (Manahan, 2003). In footwear nickel is often used 

for covering steel components such as rivets or buttons. Among submitted notifications the highest level of nickel release of 

19 μg/cm²/ week was recorded for children sandals where the nickel source was a rivet (Table 2). Also in this case the 

maximum permissible limit fixed at 0,5 μg/cm²/ week by the REACH (EC, 2006) was considerably exceeded.  

 

Another undesired substance found in footwear was pentachlorophenol (Figure 4). This compound was used in the tanning 

industry to protect leathers against harmful effects of microorganisms due to its biocidal activity. Today PCP is used as a 

pesticide-herbicide and wood preservative (ATSDR, 2001; Kilanowicz, 2017). PCP is a strong irritant to the skin and mucous 

membranes, and direct contact causes skin inflammations and burns. Repeated exposure to PCP leads to chlorine acne and 

furunculosis (Kilanowicz, 2017). All four footwear notifications due to excessive PCP content came from Spain and the 

highest content of this substance reaching 0.21 mg/kg was found in ladies' shoes (Table 2). According to the Standard UNE 

59950:2007 Footwear - specifications for the content in chemical substances and elements of footwear and footwear 

components (AENOR, 2007), the permissible content of PCP should be ≤ 0.05 mg/kg (Bureau Veritas Consumer Products 

Services, 2014). 

 

In footwear notified to the RAPEX monocyclic aromatic hydrocarbons such as benzene and toluene, and eight polycyclic 

aromatic hydrocarbons (PAH) have been identified (Table 2). Benzene is obtained from petrol derived from petroleum in 

the catalytic reforming process (Daintith, 2000). This compound is a raw material used in manufacturing plastics, dyes or 

insecticides. Benzene is absorbed by the respiratory system as well as by the skin and digestive system. This compound is a 

skin irritant, with increasing exposure causes skin reddening, swelling and blistering. In the case of prolonged exposure to 

benzene the results of epidemiological examinations have shown that this compound contributes to leukaemia occurrences 

and therefore it is suggested to supplant it by less harmful substitutes, if possible (Manahan, 2003). In lady's boots notified 

to the RAPEX benzene has been identified at amount of 283.5 mg/kg. Toluene is a benzene derivative significantly less toxic 

than benzene (Hart, Craine and Hart, 2006). It is believed that toluene has moderate toxicity when inhaled and ingested, and 

low toxicity by skin contact. Breathing the air containing this compound at concentrations up to 500 ppm causes headaches, 

nauseas or impaired motor coordination, and at more intensive exposure it shows a drug effect (Manahan, 2003). PAH can 

be formed from the pyrolysis of organic substances ongoing in various industrial processes, as well as in conditions its 

incomplete combustion. In the form of pure chemical substances it is used primarily in scientific research, while to a limited 

degree PAH are used for manufacturing paints, plastics and pesticides. PAH are metabolised in the human body to so called 

epoxides considered as carcinogenic. As research shows an increased death cases from pulmonary carcinoma in tobacco 

smokers, people occupationally exposed to roofing tar emissions and inhaling fumes and dusts containing a mixture of 
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substances such as chrysene, benzo(a)pyrene, dibenzo(a,h)anthracene, benzo(a)anthracene and benzo(a)fluoranthene was 

reported (Bruchajzer, 2017). These substances, except for benzo(a)fluoranthene were found in footwear notified to the 

RAPEX, and among them the highest exceeding of the permissible limit ≤ 1 mg/kg (EC, 2006) was recorded for 

benzo(a)pyrene present in man's shoes in amount of 14 297 mg/kg (Table 2). 

 

The other substances, i.e. formaldehyde, acetophenone, 2-phenyl-2-propanol, lead were found sporadically in footwear 

(Figure 4). Formaldehyde is used in tanning industry, where is present e.g. in tanning, cross-linking, fixing and preservatives 

agents (Brzozowska and Paździor, 2006). Exposure to formaldehyde causes irritation of eyes and upper airway mucous 

membrane, prolonged exposure leads to allergic contact dermatitis. This substance is also considered as possibly 

carcinogenic (Jajte, 2017). The highest concentration of formaldehyde - 384.8 mg/kg was found in lady’s boots (Table 2) 

and this value significantly exceeds the limit (≤ 75 mg/kg). Acetophenone is used as a solvent of cellulose esters and resins 

(Czarnecka-Żołek et al., 1993), catalyst for the polymerization of olefins, and in the perfume industry as a fragrance agent 

(Kupczewska-Dobecka and Dobecki, 2001). The presence of acetophenone and 2-phenyl-2-propanol in footwear results 

from the use of ethyl-vinyl-acetate (EVA) foam in shoe manufacturing. These substances are products of decomposition if 

dicumyl peroxide is used as a cross-linking agent for EVA foam manufacturing (Afirm Group, 2018). When inhaled 

acetophenone causes eye and skin irritation, while at higher concentrations induces symptoms of central nervous system 

depression and drowsiness (Kupczewska-Dobecka and Dobecki, 2001). Also 2-phenyl-2-propanol is substance causing eye 

and skin irritation (National Center for Biotechnology Information, n.d.). Lady’s clogs notified to the RAPEX contained 833 

mg/kg and 1768 mg/kg of these substances, respectively (Table 2). Another heavy metal (in addition to the previously-

mentioned chromium and nickel) which was identified in the footwear was lead. In the slippers for adults it was detected at 

0.2% by weight, exceeding the limit allowed by REACH (< 0.05% by weight) (EC, 2006). This element is mainly used in 

the production of car batteries, as well as cable coatings, bullets, soldering alloys, it is also a component of chemical dyes 

(Orłowski, 2017). Its presence in the footwear reported to RAPEX could be related to the last of the above-mentioned usages. 

The toxic activity of lead consists in the inhibition of the enzyme activity, which is revealed in e.g., the disruption of 

haematopoietic system. It leads to the inhibition of the synthesis of hemoglobin and shortening the life time of red blood 

cells. Lead may also be responsible for the occurrence of reversible or irreversible changes in kidneys, depending on its 

amount and the duration of exposure to it (Orłowski, 2017).  

 

Summary 
 

Footwear approved for sale and available in the European markets not always complies with legal regulations. This applies 

in particular to the presence of harmful chemical substances in footwear materials that as a result of close and prolonged 

contact with the user skin may penetrate in the body and have an adverse effect on it, causing small afflictions or serious 

diseases. These substances include chromium (VI), dimethyl fumarate, aromatic amines, phthalates, nickel, 

pentachlorophenol, polycyclic aromatic hydrocarbons, formaldehyde, acetophenone, 2-phenyl-2-propanol, benzene, toluene 

and lead.  

 

Although a decreasing tendency for footwear notified to the Rapid Alert System for Dangerous Non-Food Products is 

observed after 2013, the problem is still up to date. It is important to undertake appropriate actions targeted at reducing 

production of such footwear and to completely eliminate it from world markets in the future. Footwear manufacturers should 

be more careful when selecting materials for shoe production. They should give priority to selection of materials that passed 

appropriate tests and met specified requirements. The purchase of such materials from approved suppliers only enables 

manufacturing high quality safe footwear. Moreover, bearing in mind the harmful effects of the substances identified in 

footwear which were described in the article, there should be taken measures to develop new technological solutions in order 

to minimize their use in production or to replace them with the other ones, which do not pose such a risk. Undoubtedly, this 

will have a positive effect on health and safety of consumers. 
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Abstract 
 
The article presents a continuation of the analysis of the data from the Rapid Alert System for Dangerous Non-Food Products 
(RAPEX) for footwear notified in this system in the years 2004-2020. Such risks as choking, injuries/ injury, fire, 
environment and other hazards posed by footwear to consumers, next to chemical one discussed in the first part of article, 
are described. The actions undertaken by public authorities and economic operators due to appearance and identification of 
unsafe footwear in European markets are indicated. Attention is paid to countries from which most often come products 
notified to the RAPEX, and countries showing the highest activity in notifying. Based on data analysis it has been found that 
risks mentioned above in most cases refer to children's shoes and among other things, are associated with failure to meet 
requirements laid down in relevant standards. Children's shoes pose a threat to young consumers due to a risk of choking and 
suffocation by small elements improperly attached to shoes. Sporadic cases of notifications apply to possibility of injury, 
stumbling and slipping, improper design, lack of instructions for use in proper language, as well the risk of fire or 
environment risk. Unsafe footwear is produced mainly in China, and notified to the RAPEX by Spain.  
 
Keywords: Child safety, Footwear quality, RAPEX, Choking, Injures.  
 
Introduction 
 
The footwear industry undergoes continuous change. Its development is driven, apart from increasing customers' 
expectations, often resulting from health problems (e.g. flat feet, bunions) and fashion trends, also by environmental 
protection issues. Scientists in their papers on footwear and footwear materials draw attention to sustainable development, 
ecological footprint or perform an environmental risk assessment (Herva, Álvarez and Roca, 2011; Muthu, 2013). From a 
consumer's point of view, important issues include comfort and convenience of use (Bielak and Zielińska, 2019), and 
sometimes, especially for women, visual aspects (e.g. appropriate style of footwear). The most important aspect, however, 
is the safety of use ensured by appropriately chosen and fitted shoes. The high quality footwear materials as well as proper 
shoe design adequate for its intended use play a key role. Also another important question is proper assembly of shoe 
components through which a finished product may properly perform its functions and be safe for user.  
 
Notwithstanding of blooming development of manufacturing technologies and numerous attempts to improve footwear and 
footwear materials, the issue of high quality shoes understood in the context of safety of its users, is not obvious, particularly 
in the light of the data provided by the EU Rapid Alert System for Dangerous Non-Food Products (RAPEX) (EC, 2020). As 
results from research studies, footwear being an important piece of clothing may have an adverse effect to human health, 
among other things due to the presence of harmful chemical substances in footwear materials (Bielak, 2021). Also studies of 
other aspects related to safety in use of these products are conducted in the world. Yamaguchi et al. (2012) in their article 
raised the issue of slippery shoe soles causing slips and falls and consequent injuries. Orthopaedic problems related to 
wearing of commercially available footwear and its correction are presented by Kurup, Clark and Dega (2012). Schroeder 
and Hollander (2018) studied the effect of high-heeled footwear worn by women on body posture. The influence of heel 
height on balance are presented by Hewitt et al. (2009). Karimi et al. (2016) in their experiment examined the effect of 
unstable footwear on leg muscle activity as well as volume changes and discomfort felt during prolonged standing. 
 
The question of footwear effect on health and safety is especially important for children being the youngest consumer group. 
In this case footwear should promote children's healthy development and first of all, posing no health hazard. Therefore, 
children's shoes and its properties are the subject matter of many research studies. Imaizumi et al. (2015) analysed an effect 
of too large shoes on gait parameters in children. Khajooei et al. (2020) presented an assessment of biomechanical effects of 
wearing shoes when performing basic motor skills in children. Hamme et al. (2013) examined among others an effect of sole 
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stiffness on shod walking in young shoe wearers. In experiments carried out by Maharaj et al. (2020) they checked if child 
walking in flip-flops has an effect on neuromechanical function of the gastrocnemius muscle and tendon. 
 
In this paper a continuation of the analysis of footwear notifications to the RAPEX system (EC, 2020) in the years 2004-
2020 is presented. The aim of this article part is to describe the risks posed by footwear and related to choking, injuries/ 
injury and other, being basic hazards to consumers, next to chemical risk discussed in the first part of paper (Bielak, 2021). 
Information placed in the RAPEX has been also examined for countries that can be recognised as the largest manufacturers 
of unsafe footwear and those the can be assigned the largest number of notifications. In addition, actions undertaken in 
countries where footwear of dubious quality appeared in the market, are indicated. 
 
Continauation of The Analysis of Footwear-Related Data From The RAPEX 
 
661 notifications related to footwear that due to its properties may pose a hazard to its users were recorded in the RAPEX 
(EC, 2020) in the years 2004-2020. These footwear were made of various materials (e.g. natural leather, textiles, plastics) 
and were designed both for adults and children. The largest number of these products was notified in 2009 (128 notifications), 
while a decreasing tendency in notifications is observed in recent years (Bielak, 2021).  
 
Footwear notifications in the RAPEX system (EC, 2020) in the years 2004-2020 were connected with the following risks 
(Bielak, 2021): 
 
− chemical – 480 notifications, 
− chemical/ choking – 3 notifications, 
− chemical/ choking/ suffocation – 1 notification, 
− choking – 161 notifications, 
− choking/ injuries – 4 notifications, 
− injuries/injury – 8 notifications, 
− fire – 1 notification,  
− health risk/ other – 2 notifications, 
− environment – 1 notification. 
 
The main risk that contributed to 484 footwear notifications to the RAPEX was chemical, thoroughly discussed in the first 
part of this paper (Bielak, 2021). In footwear materials harmful chemical substances in amounts exceeding the permitted 
limits specified, among others, in the REACH regulation (EC, 2006) were found. These substances include (Bielak, 2021): 
 
− chromium (VI) – 246 notifications,  
− dimethyl fumarate – 195 notifications, 
− aromatic amines – 15 notifications, 
− phthalates – 10 notifications, 
− nickel – 7 notifications, 
− pentachlorophenol – 4 notifications, 
− polycyclic aromatic hydrocarbons – 3 notifications, 
− formaldehyde – 3 notifications, 
− acetophenone 2-phenyl-2-propanol – 3 notification, 
− benzene – 2 notifications, 
− toluene – 2 notifications, 
− lead – 2 notifications. 
 
‘Choking’ as The Second Main Risk Type Posed by Footwear 
 
The second most common cause of footwear notifications to the RAPEX is a risk of choking (about ¼ of all notifications). 
Although this risk occurs considerably rarer than chemical hazards, is especially dangerous, as all 169 related notifications 
applied to shoes for children. Shoe components were poorly attached, so could be easily broken away and swallowed by 
children, then get stuck and block the airway, posing a risk of choking. This concerned with small decorative components 
such as beads, pearls, balls, rhinestones, strass stones, sequins, buttons, metal studs, rivets, eyelets, decorations in the shape 
of flowers, butterflies, hearts, stars, bunnies, bells, imitations of eyes, nose, ears, antennas and pompoms, bows and ribbons. 
In addition, also buckle elements were poorly attached, e.g. plastic tab or toggles. In single cases improperly fastenings 
referred to tongue, rubber moulding and silicone nubs on the sole, performing ant-slip role and plastic panels shielding small 
parts of the foot (EC, 2020). 
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In some cases of the RAPEX notifications pertaining to a risk of choking the requirements of a specific standards that have 
not been fulfilled were referenced. An example is footwear manufactured in Italy and notified in 2006 by the UK, in which 
a hearth shaped decorative component could be removed by using a force of 6.5 N, while according to the British Standard 
BS 7907:1997 Code of practice for the design and manufacture of children's clothing to promote mechanical safety (BSI, 
1997) applicable at that time, the minimum force should be 70 N. Four pairs of shoes notified by Hungary in 2009 (one 
manufacture in China, and three remaining ones of unknown origin) do not comply with the relevant European Standard EN 
71. This standard establishes safety requirements for toys and has a dozen of parts, but on the RAPEX (EC, 2020) not 
indicated the requirements of which part have not been met. Probably this was Part 1, i.e. EN 71-1: Safety of toys - Part 1: 

Mechanical and physical properties (CEN, 2005), with the latest version published in 2018. 11 notifications submitted by 
Spain in the years 2011, 2012, 2014, 2016 and 2018 referred to non-compliance with the Spanish Standard UNE 40902:2008 
Safety of baby garments - physical an mechanical properties (AENOR, 2008). This footwear was made in China (6 
notifications), Albania (2 notifications) and the Republic of Korea, Peru and Spain (1 notification each). Spain also made 
notifications for two pairs of shoes (one in 2018 and one in 2019) coming from China that did not meet the requirements of 
another Spanish Standard UNE 59300:2017 Footwear - safety requirements for infants' and children's footwear - physical 

and mechanical properties - specifications and test methods (AENOR, 2017). For other notifications no standards containing 
guidelines that have not been met were specified. 
 
‘Injuries/ Injury’ and The Other Risk Types Posed by Footwear 
 
The risk identified as injuries was indicated in 12 notifications (approx. 2% of all notifications), including 10 for children's 
footwear, and 2 for lady's shoes. The use of kids footwear may lead in some cases to injuries due to sharp edges of ornaments 
(e.g. in the shape of leaves, ladybirds), sometimes easy to tear off from a shoe, and its fasteners. 1 notification referred to the 
shoe comprising metal shank in its sole, which after shoe sole breaking (shoe sole quality was questioned in this notification) 
could be exposed and lead to foot injury. Such notifications occurred in the years 2007, 2009, 2010 and 2011 and were made 
by Bulgaria and the UK, and footwear was made in China and Turkey; one occurrence was of unknown origin. The risk 
referred to as injuries was also associated with trips. They resulted from too long shoe laces - compared to relevant 
requirements - and also shoe decorative cords were too long or poorly attached, so after tearing off from a shoe may cause 
children slip up. These products came from China and were notified to the RAPEX by Hungary and Spain in the years 2008-
2009. 3 notifications (including 2 related to children footwear) were connected with the possibility of slipping. This resulted 
from the use of excessively slippery shoe soles that did not meet anti-slip requirements of relevant standards. The use of such 
shoes, especially on wet surfaces may lead to falls and injuries. The mentioned notifications for footwear coming from China 
and Hong Kong were submitted by Slovakia, Spain and Ireland in the years 2004, 2006 and 2017. One pair of lady's footwear 
made in Turkey appeared on the RAPEX in 2009 because of improper and too poor heel fastening. It has been stated in the 
description that footwear notified by Bulgaria did not meet the requirements of the European Standard EN 12785:2000 
Footwear - test methods for whole shoe - heel attachment (CEN, 2000). In 2011 also Bulgaria notified to the RAPEX 
children’s trainers with wheels produced in China, but its box contained no instructions in Bulgarian how to safely use the 
product and take appropriate safety precautions. Therefore, this footwear was notified as posing a risk of injuries. Also in 
this case the requirements of the relevant European Standard EN 14120, probably in version EN 14120:2003+A1:2007 
Protective clothing - wrist, palm, knee and elbow protectors for users of roller sports equipment - requirements and test 

methods (CEN, 2007) were referenced.  
 
Notifications related to other risks than described above were assigned to single cases. Slipper resembling teddy bear 
appeared in the RAPEX in 2007 due to the risk of fire. The textile material being a component of slippers sole failed the 
flammability propagation test and flame speed exceeded 30 mm/s. This house shoes was notified by France, while the country 
of its origin was unknown. For two pairs of kids footwear notified to the RAPEX by Hungary in 2008 as a risk type the 
option health risk/other was selected. This footwear manufactured in China was too narrow in its toe box, while the sole was 
rigid and hard that could affect proper development of children's feet. For both notifications information was included that 
the products do not meet the requirements of national standard. Improper shoe design was also pointed out in the other three 
cases notified by Hungary in 2008 due to a risk of choking and not assigned to the health risk/other group. Apart from 
possibility of chocking with small shoe components, for this pairs of shoes the lack of stiffening in the toe and heel part was 
indicated, and therefore causing shoe deformation in use and affects feet development. One of these pairs came from China 
for two others the country of origin was unknown. 
 
In the case of the last pair of footwear notified in 2020, the environment was indicated as the type of risk. This kind of risk 
was used for the first time for this category of products since the introduction of the RAPEX system (EC, 2020). Children's 
footwear with LED light in the sole sold together with the USB cord was reported by Norway, the country of its origin, 
however, was unknown. Short-chain chlorinated paraffins (SCCP) with a weight content of up to 0.53% were detected in 
this footwear, while in accordance with the POP (Persistent Organic Pollutants) regulation (EU, 2019), by way of derogation 
it is possible to produce, market and use products containing SCCP in concentrations lower than 0.15% by weight. SCCP is 
used, among others, in the production of paints, adhesives, tanning fats and plastics. Their use in textiles, polymer materials 
or rubbers reduces the flammability of these materials. Short-chain chlorinated paraffins can be released into the environment 
from products containing them. These substances are toxic to aquatic organisms. Their negative effect on liver, kidneys and 
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the endocrine system of animals has also been indicated. Due to their presence in fauna and flora, being food for people, they 
can also get into the human body. SCCPs are suspected of being carcinogenic and causing hormonal changes in humans 
(POPRC, 2015). 
 
Countries of Origin and Countries Notifying Footwear to The RAPEX 
 
An analysis of the RAPEX data (EC, 2020) has shown that 85% of notified footwear were made in 34 countries all over the 
world, while for the remaining 15% of notifications the country of origin was unknown (Figure 1). More than half of notified 
footwear (approx. 60%) came from China. The footwear manufacturers frequently notified within 17 years under 
examination also include India, Turkey, Vietnam and Italy.  
 
 

 
Fig. 1: Countries of origin and countries notifying footwear to the RAPEX (2004-2020) 

Source: Author own research based on EC (2020) 

 

 

As shown in Figure 1, notifications of unsafe products came from 21 countries. The most active countries in this field 
included Spain, Germany and Hungary, as well as Bulgaria, France, Estonia, Italy and Finland. For other countries the 
number of notifications varied from one to nine (EC, 2020). Out of the analyzed countries (Figure 1), Italy was reported a 
similar number of times as a producer of dangerous footwear (13 times) and as a notifying country (14 times).  
 
Actions Undertaken in Countries Where Unsafe Footwear Appeared in The Market 
 
Type of alert for almost all footwear notifications was assessed serious risk, except one submitted in 2004 (no type of alert 
was specified at the time). The actions undertaken by public authorities and economic operators in countries where unsafe 
footwear appeared in the market included (EC, 2020): 
 
− warning consumers of the risks, 
− ban on the marketing of the product and any accompanying measures, 
− stop of sales, 
− withdrawal of the product from the market/ removal of this product listing by the online marketplace, 
− recall of the product from end users, 
− import rejected at border, 
− destruction of the product. 
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Summary 
 
Identifying and characterizing as many risks as possible from footwear for its users - adults and, most of all, children - is a 
significant research problem in the context of protecting their health and safety. It follows from an analysis of footwear 
notifications to the Rapid Alert System for Dangerous Non-Food Products that such footwear may pose a hazard to 
consumer's due to, among other things, failure to meet requirements laid down in relevant standards. A serious problem, due 
to the fact that it applies mainly to children's shoes, is improper attachment of small decorative components to shoes that 
may be broken away, thus posing a risk of choking and suffocation. Footwear may also cause injuries, trips and slips, prevent 
proper foot development, and pose the risk of fire or environment risk. Despite the fact that notifications to the Rapid Alert 
System for Dangerous Non-Food Products associated with such cases are rather sporadic, they should not be belittled. An 
important aspect is to put attention on products imported from such countries as China that based on the Rapid Alert System 
for Dangerous Non-Food Products data delivers to the world markets footwear of doubtful quality. Morever, increased 
activity of countries in notifying unsafe footwear in domestic markets, as demonstrated, for example, by Spain, Germany or 
Hungary, allows consumer safety and health protection to be significantly improved.  
 
The research and analyses presented in the article may be a starting point for considering the safety of non-food products 
other than footwear or described earlier e.g. leather goods (Bielak and Zielińska, 2018), textiles (Salerno-Kochan and 
Kowalski, 2020) and cosmetics (Szakiel and Turek, 2018), which appear on the markets of not only European countries, but 
also worldwide. A particularly important issue seems to be paying attention to everyday products commercially available, in 
the case of which consumers are not aware of the potential risks which may arise from frequent contact with them. 
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Abstract 

 
The main aim of the paper is to compare the satisfaction of foreign and Slovak respondents with selected services of the 
Belianska Cave. The analysis was performed on the basis of personally collected data from a questionnaire survey conducted 
in the summer and winter seasons in 2018 and 2019. The questionnaire was compiled in 3 language versions. We asked 
respondents to fill in the questionnaire in person, before entering the cave or in the central parking lot. For evaluation, we 
used 185 correctly completed questionnaires, of which 88 were filled in by Slovak and 97 by foreign visitors. After collecting 
the data, summarizing them and mathematical-statistical analysis, we came to the conclusion that in some cases there is a 
statistical difference between the satisfaction of Slovak and foreign visitors. We developed 4 hypotheses, from which a 
significant statistical difference was found in the analysis of information services and the quality of guide's explanation. 
Foreign visitors are not satisfied with the quality of the guide's explanation in the Belianska Cave. Due to the fact that 
Belianska Cave is located in a national park and belongs to the localities with the highest degree of nature protection in 
Slovakia, in the theoretical part we dealt with the issue of sustainable tourism and ecotourism.  

Keywords: Sustainable Tourism, Tatra National Park, Belianska Cave, Services 

Introduction 

 

The World Travel Organization (UNWTO) defines tourism as: "the activity of a person who travels and stays in places other 
than his or her usual place of work for no more than 1 year for entertainment, business and other reasons". Excluded are trips 
within the normal place of residence, regular and frequent trips between home and work, and other trips of a routine nature 
(UNWTO 2008). According to the organization, tourism is one of the five most exported categories for 83% of countries 
and the main source of foreign currency for 38% of them. The size of a country's direct income depends on three variables: 
number of visitors, normal length of stay, average daily expenses. 

Sustainability in tourism and Ecotourism 

Sustainability as such is a topic that is reflected in almost every area of human action. It is a very topical topic of many 
scientific conferences and it is also the reason why there are so many different definitions from many scientists of different 
focus. Sustainable development is a basic prerequisite for future generations, who will be able to live in the same or similar 
conditions on Earth as at present (Fazekašová et al. 2018). There is a lot of discussion not only at the national level, but 
especially at the international level, where various associations are being set up to promote sustainable development. The 
emergence of sustainable tourism is therefore a practical outcome of the principles of sustainability in the daily lives of 
tourists and entrepreneurs in this field. 

Tourism has both positive and negative effects in many areas. These depend on the quantity and characteristics of each of 
the tourists. This is the number of days spent on the site, the form and type of tourism, the chosen transport, etc. In economics, 
measuring impact has a long history, but it does not include environmental and social impacts. The analysis of secondary 
and tertiary effects is mostly missing. The quantification of these effects on tourism also causes difficulties. Where the 
numbers of tourists are too large, there has traditionally been a tendency to minimize negative impacts. With the change in 
recent years has come the finding that previous developments and growth have brought, among other things, negative effects 
on the environment. Some effects can already be observed, others will only become apparent over time. Global warming, 
ozone depletion, biodiversity loss, etc. can now be mentioned as all. Lack of interest and progress could mean that if attention 
is not shifted to this area, we cannot expect any positive progress (Bryden 1973, Eadington and Redman 2011, 
Amanthaswamy 2004). 
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Sustainable tourism is the application of the principles of sustainability to the field of tourism. It is a concept of tourism that 
connects the needs of today's generation and future generations. Sustainable tourism underlines the need to minimize negative 
impacts and maximize positive impacts on society, the environment and other areas. Tourism's interest in the concept of 
sustainability is logical. Tourism uses resources from the surrounding environment for its product - both physical and human. 

Ecotourism is a type of tourism that is focused mainly on learning about nature so that it is not excessively disturbed. The 
characteristic attributes for ecotourism are sustainable, responsible, nature-oriented. Its participants visit national parks, 
nature reserves, cultural monuments, events and various attractions. There is a wide range of ecotourism activities, often 
overlapping with agrotourism or adventure tourism activities. These include e.g. hiking, photography, observation of wild 
animals and wild plants, cycling and also participation in cultural events (Pásková, Zelenka 2002). According to Honey 
(1999), the origin of the term ecotourism can also be traced to the growth of the environmental movement in the 1970s and 
also in connection with the increase in dissatisfaction with mass tourism (mass tourism, or large-scale tourism). at a high 
level of comfort and convenience. A well-known example is the "3S" from the English Sea, Sun and Sand, where a large 
concentration of people in a relatively small area leads to tourism being described as massive, with many developing 
countries around the world beginning to see mass tourism as bad. At first only the richest traveled, but very quickly this 
"fashion" spread to other sections of society. These countries are concerned about the negative social and cultural by-products 
of mass tourism - the black market, drugs and the leakage of tourist profits from these destinations back to Therefore, they 
are beginning to see ecotourism as a cleaner, "greener" alternative. Alternative forms in ecotourism seek to be the opposite 
of mass tourism. More authors (Holden 2000; Page and Dowling 2002 and others) agree on several characteristics of 
ecotourism, and for example: small scale, local ownership, minimization of negative environmental and social impacts, 
maximization of connections with other sectors of the local economy (for example, agriculture - reducing dependence on 
imports of goods), active travel, harmony with nature, leaving a large part of profits in place, locating power-sharing, 
including participation in decision-making processes. 

Ťapák et al. (2007) state that ecotourism applies mainly to visits to natural areas where nature exists in a relatively unaltered 
state. In a world where population pressure and increasing use of nature place high demands on natural resources, it is 
increasingly difficult to find areas in their original state. Protected areas began to gradually expand in the 19th century. 
mostly in response to these pressures. According to Matlovičová, Klamár and Mika (2015), ecotourism can become a chance 
to obtain additional income for the local population (community-base ecotourism) and use it for the development of local 
infrastructure needed to make natural areas and localities accessible. This approach is usually not international, it is more of 
a local character, respectively. regional. Therefore, the involvement and support of the state and its active participation in 
ecotourism projects is needed. 

The key word for ecotourism is respect - for a different lifestyle, for nature, for culture. Respect is the result of interest in the 
places we travel. I respect a different culture when I know about it, when I ask questions and look for answers. If we respect 
otherness, we do not need to change it. And we do not mean now that local communities in Indonesia, for example, should 
not have access to the Internet. Ecotourism is not against development. On the contrary, it is for development, but with an 
emphasis on sustainability. The United Nations has declared 2017 the Year of Sustainable Tourism. According to Pásková 
(2014), the only option for sustainable tourism is that the visitor fully accepts the local environment and uses only the 
infrastructure that is there - sleeps with the locals, is their food, reconciles with the level of traffic and relieves hygiene. 
comfort. Ecotourism is possible in places where curious and aware tourists drive. However, a conscious community is also 
a prerequisite. In order for ecotourism to work, it is essential that the community that opens up to tourists knows its value 
and wants to preserve it itself. Therefore, ecotourism activities, initiated by the locals themselves, or with the help of someone 
from the outside, but from their own needs, work best. It is important that the locals determine for themselves the conditions 
under which they will receive tourists, and that the funds obtained from tourist activities benefit the community, not (only) 
other infrastructure for tourists. 

Tourism Services 

 
Services are the most important and important part of a tourism product designed to meet the needs of visitors. In general, 
Orieška (1998, p.8) defines tourism services as "useful activities of an intangible nature, the result of which is either an 
individual or a social effect." We can divide the services into two groups: 
1) Basic services can be further divided into: 

a) accommodation - they include services such as storage of valuables, waking up guests, parking, rental of board games, 
etc. 
b) catering - social and entertainment services connected with music production or program, etc. 
c) transport - information about transport connections, ticket reservations, storage and transport of luggage, etc. 

2) Additional services, we know them: 
a) facilitating and pleasant stay - here we include information, mediation, medical, exchange services, etc. 
b) enriching with experiences - here we include animation, guide, sports-recreational, congress, leisure services, socio-
cultural, etc. (Orieška 1998). 

Specifics of services in tourism 
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In general, we can say that services are economic goods having a predominantly intangible character. In tourism, services 
are an important part of its product to meet the needs of visitors. These services are mainly produced by tourism companies 
(Orieška 1998). Services, unlike goods, have their typical features. On the one hand, we know the general features of services, 
these also apply to services in tourism and, on the other hand, we know special features, these are characteristic only for 
tourism services. 
 
The general features of the services include: 
 
- intangibility of services - represents the fact that they cannot be perceived by the senses, such as a product (to see, to 

grasp); 
- high labor consumption in the provision of individual services - the provision of services requires the presence of the 

service provider - producer (waiter); 
- the necessary participation of the customer in the process of providing services - the producer can start providing the 

service only if there is a demand, i.e. a customer interested in the service offered; 
- compliance between the provision of the service and its consumption - it is referred to as the so-called simultaneous 

provision of services and their consumption - expresses the fact that services are non-storable; 
- transience of services - closely related to the previous feature, this means that the services cannot be tested before they 

are used and must be "consumed" immediately; 
 
Special features of the services include: 
 
- local and time connection of services to the primary offer of tourism - the destination presupposes the arrival of the 

customer at the place of consumption of the selected service; 
- complexity and complementarity of services - complexity means the connection of different types of services into the so-

called packages, files or service chains - in which services are supplemented and conditioned.  
- substitutability of services - mutual replacement of one service by another (transport by plane instead of train); 
- multidisciplinary nature of services - services are provided by various tourism companies belonging to different branches 

of human activity (information, transport, etc.); 
- the need for mediation of services - the mediators of services are travel agencies and agencies, they mediate them to 

potential clients; 
- dynamics and seasonality of demand for services - demand depends on a number of factors (behavior of the population) 

and this is reflected in the dynamics of demand for services.  
- the need to provide information about services and their quality - this follows from the requirements of customers deciding 

on participation in tourism, which are conditioned by a sufficient amount of reliable information; 
- non-anonymity of the consumer of the service - the visitor in tourism, in contrast to the consumer in the consumer goods 

market, usually acts as non-anonymous (for example, when staying in a hotel, etc.) (Orieška 2011a; 2011b).  

Materials and Methods   

The analysis was performed on the basis of personally collected data from a questionnaire survey conducted in the summer 
and winter seasons during 2018 and 2019. The questionnaire was compiled in 3 language versions. We asked respondents to 
fill in the questionnaire in person, before entering the cave or in the central parking lot. For evaluation, we used 185 correctly 
completed questionnaires, of which 88 were filled in by Slovak and 97 by foreign visitors. Out of the total number of 185 
respondents, 48% of Slovak and 52% of foreign people participated in our research, of which 26% were Polish, 16% Czech, 
1% Hungarian and 9% were from other countries (after evaluating the questionnaire, we found that 9% represent Russian 
respondents). After collecting the data and summarizing them, we evaluated them using mathematical-statistical analysis. A 
two-tailed F-test for variance was used to compare response variability. Fisher's F-test is a parametric significance test that 
tests hypotheses about population variance. This test makes it possible to determine how significant the difference between 
the two variances is, i.e. whether the responses are homogeneous or heterogeneous. The calculated p - value was compared 
with the α - significance level. Based on the results of the F-test, we further selected a t-test with equality or inequality of 
variances - a two-sample t-test. Student's t-tests determine whether there is a significant difference between the two sets in 
arithmetic means. If we found that there was a significant difference between the variances of the observed samples, we used 
a t-test with inequality of variances, but if there was no significant difference between the variances of the observed samples, 
we used a t-test with equality of variance. T-test for two independent files: 

H0: m1 = m2 mean values are the same. 

H1: m1 ≠ m2 there is a statistically significant difference between the mean values. 

The result of the test is the p-value, if p <α, then we reject H0 in favor of H1, ie a statistically significant difference between 
the answers of Slovak and foreign respondents was confirmed. We compare the calculated p - value with the value α: 

- if p <α, the null hypothesis is rejected against the respective alternative hypothesis, it means that the difference measured 
in the sample is too large to be only random, so there is a relationship between the variables and we claim that it is 
statistically significant between the sample averages ( significant) difference; 
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- if p ≥ α, the null hypothesis cannot be rejected, it means that the difference measured in the sample can only be random, 
ie we do not have enough evidence to claim that there is a relationship between the variables (Litavcová et al. 2010). 

Results 

Hypothesis 1 We assume that there is a difference with satisfaction with information services between Slovak and foreign 

tourists. 

Part of the research hypothesis 1 is to find out the differences in the evaluation of satisfaction based on the availability of 
information on the Internet and the availability of information in information centers. Of the total number of respondents 
addressed, 26% of Slovak and 11% of foreign respondents are satisfied and only 2% of Slovak and 8% of foreign respondents 
were not satisfied with the availability of information on the Internet. However, 54% could not assess the availability of 
information on the Internet. According to the questionnaire survey, we found that the reason is that the respondents either 
did not search for information via the Internet or did not know about the ssj.sk website at all.  

In Table 1 we see that the value of p is greater than 0.05 (p = 0.687794), which means that we do not reject hypothesis H0. 
There is no significant difference between the variances of the monitored samples - we will use a t-test with equality of 
variance. 

Table 1 F-test for variance - satisfaction with the availability of information on the Internet 
 
 
 

                                 
(Source: own processing) 

According to Table 2, we can see that based on the T-test, we found that the p value is less than 0.05 (p = 3.95849E-07), 
which means that we reject the hypothesis H0. Thus, there is a statistically significant difference in the evaluation of 
satisfaction between Slovak and foreign respondents. 

Table 2 T-test with equality of variance - satisfaction with the availability of information on the Internet 

 

                                         
 
 

(Source: own processing) 

Only 5% of Slovak and 34% of foreign respondents are satisfied and only 3% of foreign respondents are dissatisfied with 
the availability of information in information centers. However, a total of 59% of respondents could not assess the availability 
of information in information centers. Based on a questionnaire survey, we found that the reason is that the respondents did 
not search for information in information centers. 

Table 3 F-test for variance - satisfaction with the availability of information in information centers 

 

Hypotheses p-value Evaluation 

H0: 
2
2

2
1 σσ =          H1: 

2
2

2
1 σσ ≠  1,59E-09 p < 0,05 

(Source: own processing) 

In Table 3 we see that the p value is less than 0.05 (p = 1.59E-09), which means that we reject the hypothesis H0. There is a 
significant difference between the variances of the monitored samples - we will use a t-test with the variance inequality. 

Table 4 T-test with variance inequality - satisfaction with the availability of information in information centers 

 
 
 
                                                                           
                                                                       (Source: own processing) 

According to Table 4, we can see that based on the T-test, we found that the p value is less than 0.05 (p = 4.56E-11), which 
means that we reject the hypothesis H0. Thus, there is a statistically significant difference in the evaluation of satisfaction 
between respondents from Slovakia and abroad. Our hypothesis was confirmed to us, there is a statistically significant 
difference. 

Hypothesis 2 We assume that there is a difference in satisfaction with catering services between Slovak and foreign 

respondents.  

Hypotheses p-value Evaluation 

H0: 
2
2

2
1 σσ =          H1: 

2
2

2
1 σσ ≠  0,687794 p > 0,05 

Hypotheses p-value Evaluation 

H0: 21 mm =           H1: 21 mm ≠  3,9585E-07 p < 0,05 

Hypotheses p-value Evaluation 

H0: 21 mm =           H1: 21 mm ≠  4,56E-11 p < 0,05 
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Of the total number of 185 respondents, 21% of Slovaks and 28% of foreigners were satisfied with restaurant services and 
only 6% of Slovaks and foreigners were dissatisfied. In the given question, it was possible to mark the answer I can't judge 
- which means that although respondents visited the Belianska Cave but did not visit any restaurant facilities - in this case, it 
is a total of 39% of respondents who did not use restaurant services. In Table 5 we see that the value of p is greater than 0.05 
(p = 0.827023), which means that we do not reject hypothesis H0. There is no significant difference between the variances 
of the monitored selections, we use a t-test with equality of variance. 

Table 5 F-test for variance - satisfaction with food services 

 

 

 
(Source: own processing) 

According to Table 6, we see that based on the T-test, the p value was greater than 0.05 (p = 0.359034), which means that 
we do not reject hypothesis H0. Thus, there is no statistically significant difference in the evaluation of satisfaction between 
Slovak and foreign respondents. Our hypothesis was not confirmed, there is no statistically significant difference. 

Table 6 T-test with equality of variance - satisfaction with catering services 
 

Hypotheses p-value Evaluation 

H0: 21 mm =           H1: 21 mm ≠  0,359034 p > 0,05 
(Source: own processing) 

Hypothesis 3 We assume that there is a difference with satisfaction with the quality of interpretation between Slovak and 

foreign respondents.  

As many as 43% of Slovak and 28% of foreign respondents were satisfied with the quality of the interpretation in the 
Belianska Cave. However, 24% of foreign and 4% of Slovak tourists were dissatisfied with the quality of the interpretation. 
Based on a questionnaire survey, we found that the reason is that foreign respondents think that the length of interpretation 
for Slovak and other tourists is not the same and thus reduces the quality of guide's explanation. In Table 7 we see that the p 
value is less than 0.05 (p = 4.06E-08), which means that we reject the hypothesis H0. There is a significant difference between 
the variances of the monitored samples, we use a t-test with the inequality of variance. 

Table 7 F-test for variance - satisfaction with guide's explanation 

19Hypotéza p-hodnota vyhodnotenie 

H0: 
2
2

2
1 σσ =          H1: 

2
2

2
1 σσ ≠  4,06E-08 p <  0,05 

(Source: own processing) 

According to Table 8, we can see that based on the T-test, we found that the p value is less than 0.05 (p = 1.46E-09), which 
means that we reject the hypothesis H0. Thus, there is a statistically significant difference in the evaluation of satisfaction 
between Slovak and foreign respondents. Our hypothesis was confirmed to us, there is a statistically significant difference. 

Table 8 T-test with equality of variance - satisfaction of sguide's explanation 

Hypotéza p-hodnota vyhodnotenie 

H0: 21 mm =           H1: 21 mm ≠  1,46E-09 p < 0,05 
(Source: own processing) 

 
Hypothesis 4 We assume that there is a difference in satisfaction with the availability and quality of the access roads 

between Slovak and foreign respondents. 

Of all the respondents addressed, up to 25% Slovak and 18% foreign were dissatisfied with the availability and quality of 
the access road. 15% of Slovaks and 16% of foreigners were satisfied. And a total of 26% of surveyed tourists indicated that 
I can't judge the possibility. According to the questionnaire survey, we found that the reason is the high dissatisfaction 
associated with a small number of free parking spaces and poor quality infrastructure around the Belianska Cave.  

 

Table 9 F-test for variance - satisfaction with the availability and quality of the access path 

Hypotéza p-hodnota vyhodnotenie 

H0: 
2
2

2
1 σσ =          H1: 

2
2

2
1 σσ ≠  0,364688 p > 0,05 

(Source: own processing) 

In Table 9 we see that the value of p is greater than 0.05 (p = 0.364688), which means that we do not reject hypothesis H0. 
There is no significant difference between the variances of the monitored selections, we use a t-test with equality of variance 

Hypotheses p-value Evaluation 

H0: 21 mm =           H1: 21 mm ≠  4,56E-11 p > 0,05 
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Table 10 T-test with equality of variance - satisfaction with the availability and quality of access roads 

 

Hypotéza p-hodnota vyhodnotenie 

H0: 21 mm =           H1: 21 mm ≠  0,140441 p > 0,05 
(Source: own processing) 

According to Table 10, we see that based on the T-test, the p value was greater than 0.05 (p = 0.140441), which means that 
we do not reject hypothesis H0. Thus, there is no statistically significant difference in the evaluation of satisfaction between 
Slovak and foreign respondents. Our hypothesis was not confirmed, there is no statistically significant difference. 

Conclusion   

Sustainable tourism is the application of the principles of sustainability to the field of tourism. It is a tourism concept that 
connects the needs of today's generation and future generations. Sustainable tourism underlines the need to minimize negative 
impacts and maximize positive impacts for society, the environment and other areas. The interest of tourism in the concept 
of sustainability is given logically. Tourism uses its environmental resources - both physical and human - for its product. 
Sustainable tourism meets the needs of current tourists and host regions. The highest attendance of the Belianska Cave was 
in 2008, when it was visited by 146,442 people, the lowest was in 2010 (86,794 visitors). However, as we can see, the number 
of visitors after 2010 had a slight upward trend, with the exception of a sudden decline in 2015, but it increased with each 
passing year. The last evaluated year (2019) was the highest attendance, namely 144376. For the "covid year" 2020, we do 
not yet have final data, but we can say with certainty that it will be lower attendance than in 2008. After collecting data, 
summarizing them and mathematical-statistical analysis, we came to the conclusion that in some cases - in the provision of 
services there is a statistical difference between the satisfaction of Slovak and foreign tourists. We developed 4 hypotheses, 
of which a significant statistical difference was found in the analysis of information services and the guide's explanation. 
Which means that Slovak and foreign tourists are not equally satisfied with the provision of the same services in the Belianska 
Cave. In the other hypotheses we examined, the difference between the satisfaction of Slovak and foreign tourists was not 
confirmed, but the admiration of groups of tourists is rather dissatisfied than satisfied with the services we examined - this 
applies to leisure services and transport services. The only positive results in our research came from catering services, where 
both groups of visitors are satisfied rather than dissatisfied. 
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Abstract 

 
The aim of this article is to analyse the conditions of the sustainable winegrowing and tourism development in the Tokaj 
Wine Region, where besides the wine production is a big potential for tourism. The research problem addressed in the 
paper is theoretical and empirical and the research methods employed include analysis, synthesis and generalization. The 
article presents brief overview of the history and current state of winegrowing and wine tourism potential in the Tokaj wine 
region in Slovakia. The history and development as well as trends in sustainable winegrowing and wine tourism research 
needs more attention from tourism researchers. Research limitations contains data availability regarding sustainable 
winegrowing in Tokaj wine region, as the application of review method which relies on previously published research and 
the availability of these studies.  

Keywords: Sustainable Winegrowing, Wine Region of Tokaj, Wine Tourism, Development. 

Introduction 
 
Entrepreneurs in various branches of agriculture and food processing industries focus their activities on better assessment 
of their products. Production of wine belongs to their activities too. The importance to a winery of tourism depends upon 
its size. For many small wineries tourism can be the core business. Every winery is at risk from a shrinking market; 
however it is the smaller wineries that are more at risk due to their limited resources. Having looked at the benefits to the 
wine industry, it is important to review the benefits to the local economy of the wine region. Whilst at a winery, visitors 
can have a good time, extend their knowledge of wines, the winery and wine region, and taste and perhaps buy the wines. 
However, many tourists include winery visits as part of an overall package whereby they can experience restaurants, 
international foods and wine, socialising, cultural activities such as visiting art galleries, visiting historical places and 
visiting parks and gardens (Symon 2005). Wine and tourism have been intimately connected for many years, but it is only 
recently that this relationship has come to be explicitly recognized by governments, researches and by the industries 
themselves. For the tourism industry, wine is an important component of the attractiveness of a destination and can be a 
major motivating factor for visitors. For the wine industry, wine tourism is a very important way to build up relationships 
with customers who can experience first-hand the romance of the grape, while for many smaller wineries direct selling to 
visitors at the cellar door is often essential to their business success (Hall et al.  2004). “Although wine, like wine regions 
and businesses is often promoted in terms of its environmental attributes, the reality is that substantial chemical inputs, 
such as biocides and fertilisers, and is also responsible for emissions, including during the transport of wine from the 
vineyard to the retailers what is sometimes referred to as wine miles” (Hall and Michel 2008). The concept of sustainability 
in winegrowing has been defined as a growing and winemaking practices that are sensitive to the environment, responsive 
to the needs and interests of society, and are economically feasible to implement and maintain (Zucca et. al. 2009). The 
current requirements regarding the  economic and social development are directed at sustainability and it is a 
multidimensional concept, wherein the quantification is quite difficult (Huttmanova 2015). Economic development of the 
region can also be the result of activating local leaders, communities, local government, as well as the business circles. 
Economically more developed regions are expected to have more developed environmental infrastructure (Adamišin et al. 
2018).  
 
In Slovakia, as it has been stated in the Act No 313/2009 on viticulture and winemaking, wines are being produced in six 
wine regions which have been divided into 41 vineyard districts. The borders of the regions are not identical with the 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

625



borders of administrative self-governing regions. According to the European division wine regions have been placed into 
zone “B”. Almost 80 % of vineyards are located in West Slovakia, 13 % in Middle Slovakia and almost 7 % in East 
Slovakia. Wine districts are divided into grape-growing units which are classified according to diverse climatic and soil 
peculiarities, into the categories B1, B2 and B3. The B1 category includes grape-growing strips of field with the best 
quality soil and microclimatic conditions convenient for growing vine (the whole area of the Tokaj Wine Region goes in 
there). Qualities of the soil B2 category are identical with the requirement of B1 category, but vineyards are located in 
districts the climate of which is less warm. B3 category includes the areas of vineyards where the microclimate and 
exposition are insufficient. The whole area of vineyards in Slovakia is divided into the above mentioned categories as 
follows: B1 – 58 %, B2 – 25 % and B3 – 17 % (Mitríková, Nadzon 2013). Wine tourism is interesting especially in the 
areas which have favourable climatic conditions for growing vine. People who travel to explore grape – growing and wine 
production bring in finance to the regions and help to raise the number of works places in services of tourist industry 
(Švedová, Babiaková Kapcalová 2013). The notion of wine tourism has been a frequent topic of discussions also in the 
Czech Republic, especially in the southern Moravia where various events are being held for both layman´s and experts´ 
public under the patronage of various organizations and associations (mostly self-governing and non-profitable). The 
international cooperation in using wine making in tourism industry is absolutely necessary with regards to experiences in 
highly developed countries with this form of tourism and for decades it has proved to be highly promising (Kunc, 
Vystoupil 2005).  

 
Picture 1: Slovak Wine Regions 

Source: own processing 

Material and Methods 

 
The aim of this article is to analyse the conditions of the sustainable winegrowing and development of tourism in the Tokaj 
Wine Region, where besides the wine production is a big potential for tourism. We have been working on primary and 
secondary data. We have obtained the primary data by applying reconnaissance in the region which is being assessed. The 
secondary data are being obtained from the legislative documents (Acts), strategic documents (strategy of the development 
of tourism industry) and also from home and foreign specialized papers  that particularly deal with influence of tourism on 
the local development and wine tourism.  
 
Results and Discussion 

 
The history of grape-growing in the Tokaj region dates back to the period of the Roman provincial culture (the 3rd century 
A.D.). After the fall of the Roman Empire, the Slavs that settled in southern Zemplin (488 A. D.) continued growing 
grapes. The development was stopped by the Tartar invasion that almost destroyed the population. After the Tartar 
invaders had left the country, the king Bela IV colonized abandoned territory (1248) by the Italians from the area of Bari 
and Formini towns. The new settlers brought the main kind of Tokaj grapes called Furmint (Kakaš 2011). In the 16th and 
17th centuries during the tempestuous period of Habsburg and Kuruc revolts, Hungaria and Sedmohradsko, the Upper and 
the Lower lands fought a longlasting fight to conquer that territory. New cellars were built and carved in tuff subsoil not 
only for storing wine, but also as hiding places for people and their property to be hidden safely from the plundering 
troops. The first selection of Tokaj called “aszu” was made by Matej Laczkó from Szepsi (Moldava-upon-Bodva today). 
The folk name “aszu” was probably derived from Latin “pass uva” which means died grapes. Picking cibebas was 
embodied by law chapter 79 in 1655 and was published in Notitia topografhica by A. Szirmay. According to the chapter, 
the selection was matured 8 – 10 years and then it was bottled. The authenticity of Tokaj wine was indicated by the 
designation “samorodný” (wine from selected grapes). Tokaj wine achieved its greatest fame and admiration in the French 
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royal court under the rule of Louis XIV. The famous phrase “Vinum regum – rex vinorum” comes from this era, meaning 
‘wine of kings – king of wines’.The Tokaj region was split up in 1918, with the majority (around 28 communities and 
some 4,500 hectares of vineyards) going to Hungary and a smaller part (3 communities and about 175 hectares of 
vineyards) going to Czechoslovakia (now Slovakia). In 1959, four more villages were added by Czechoslovak legislation, 
three of which had been mentioned in the original 1798 Tokaj delineation. The dispute between the countries over the right 
of Slovakia to use the name Tokaj that started in 1958 for its wines was resolved in 2004. With the accession of both 
Hungary and Slovakia to the European Union, the Tokaj name (including other forms of spelling) is being given Protected 
Designation of Origin status. Starting from 2007), only authorised wine producers from either the Hungarian or the 
Slovakian Tokaj region will be able to use the Tokaj. The villages of the Tokaj wine region in Slovakia are Bara, Čerhov, 
Černochov, Malá Trňa, Slovenské Nové Mesto, Velká Trňa, and Viničky (Macikova 2016). 

Location and setting bounds of the region 

 
The Tokaj region is located in the southeastern part of Slovakia. Administratively, it falls under the Košice Self-Governing 
region, and the district of Trebišov. The Tokaj wine-growing region belongs among five regions in the world where it is 
possible to grow the sort of grapes for production of natural sweet wines. The Tokaj wine region is a geographically closed 
territory of grape-growing and production of wine in the basin of the Bodrog river in the north (in Slovakia) it is bordered 
by the Zemplin Highlands, by the hill of Rozhľadňa (an outlook tower – 470 m above sea level) and in the south (in 
Hungary) the borderline is the confluence of the rivers Tisa and Bodrog. It is a historic and territorial part of the large 
Tokaj region, the larger part of which spreads in Hungary (around   5000 hectares). In Slovakia, 908.71 hectares are 
delimited by law. In Slovakia, it belong among the smallest wine-growing regions but being exceptionally interesting it is 
one of the best known. The name of the region comes from an old Slavonic word “Stokaj” which, in its transferred 
meaning means the confluence of the rivers Tisa and Bodrog (Filip 2010).  

Geological conditions and climate 
 

The area of the Tokaj wine region from the point of view of geological characteristics had appeared by the Alpine folding 
and repeated volcanic activity in the process of shaping the Carpathion mountain range. It consists of the covering of 
stiffen lava, ash and stone fragments. In the volcanic circle back to the tertiary period mainly igneous rock are found, 
especially andesite, rhyolite, trachyte and their tuffs (Vereš 2002). In the lowest locations of grape-growing strips of field 
powdery soft sand, gravel, clay and loess-loam appear. In the strips of field called Piliš, Králka and Čierna Hora very 
special minerals are the most convenient substructure for growing the Tokaj sort of grapes from which the best quality 
Tokaj wines are made. Mesozocis minerals such as limestone and dolomite that can be found below the summit heights of 
the stripes of field called Brezina and, in the eastern part of the land registry called Viničky are highly convenient for 
growing vines (Kaša, Együd 2002). The investigated territory is a part of warm climatic region with warm climate, mild 
moist subdivision and, in its boundary, belongs to the district with warm, mildly moist area with cold winters. The 

average yearly temperature has been 9,6°C for the past fifty years. Spring is dry and cold, warm weather gradually 

comes in May. Summers are very warm, even hot and often dry. Autumns are mainly long and sunny. The mists of early 
morning and dew provide abundance of moisture and thus help the noble mould Botrytis Cinerea Persoon to appear. The 
mould falls upon grapes and makes cibebas which are the raisins that add inimitable unique taste and bouquet to the 
Tokaj wines. Winters are cold and severe northern winds blow.  Touches of frosts are supposed to begin at the beginning 
of October. The area has a high number of sunny days, and higher relative moisture of the air is caused by the nearby 
rivers of Bodrog and Roňava. Mainly northern wind blows and they are not very beneficial for vineyards. However, most 
of the Tokaj vineyards are protected against the winds by the Zemplin Hills. In summer, warm southern winds blow 
(Vereš 2002).  
 
Cultural and historical presumptions of the development of tourism in the Tokaj wine region 

 
According to Šambronská (2010) cultural potential of regions represents an important factor of regional economic 
development and is above all comprised of cultural heritage, cultural facilities and live cultural events. There are 15 
national cultural monuments recorded on Monuments Board of Slovak Republic on the territory of Tokaj. It includes 
unique churches, castles and cellars.   As it was mentioned above, the Tokaj wine region has had a rich tradition in growing 
grapes and making wines. Vine has been growing in the region for the centuries and over the year certain responsibility of 
the local people has been shaped. They realized that keeping traditional production of the Tokaj wines was their mission in 
life. Since the 17th century when the first Tokaj selection had been made and the production technology had been embodied 
in law. The information about making wines is being transferred from generation to generation. The Tokaj region belongs 
to a small group of vineyard regions in the world and it has proved to keep the original procedure in producing wine, 
during the period of ripening grapes and storing wine in cellars. This historical process is being kept by small local 
producers as well as by big wine producing companies in the region. Even though the Tokaj region is one of the most 
specific vineyard regions in the world and in Slovakia, we consider it to be a part of our natural wealth and cultural 
heritage, it has not been adequately valued. Up to the end of the 80ies of the 20th century, the Slovak Tokaj region had been 
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approximately of the same level as the Hungarian part. Up to that period the country´s character had been preserved. The 
state enterprise Tokaj had mainly been taking care of vineyards in Malá Tŕňa, the Research Institute of Grape-Growing and 
Wines was placed in Malá Tŕňa, the Secondary Agriculture School was in Viničky. The students, young wine growers 
were trained how to grow grapes properly. Since 90ies of the 20th century, the Slovak part had remained behind the 
Hungarian part. The state enterprise Tokaj quit to exist, some vineyards became the property of small wine growers, some 
vineyards got abandoned and overgrown by shrubs. A lot of vineyards died out. In 1990 J&J Ostrožovič company came 
into being. At present, the company owns 45 hectares of vineyard. The Research Institute of Grape-Growing and Wines 
cease to exists and the Secondary Agricultural School stopped training young winegrowers. At present, the school trains 
carpenters, cooks, waiters and mechanics. Approximately in the year to 2000, the decayed and abandoned vineyards 
gradually began to regenerate. Regeneration has been financed by donations from the European funds.   
 
Production of wines in the Tokaj wine region 

 
The production of Tokaj wines depends on many factors that influence the fermentation process of Tokaj dry, sweet and 
select wines. In unfavourable years, the grapes are harvested before they rot. In such years, they produce varietal wines 
(Furmint, Lipovina and Muscat Ottonel) and their brand name wines, Toccata (a semi-sweet wine) and Tokajer (a dry 
wine). The grapes are pressed immediately and after that must is separated out, they are immediately fermented. In 
favourable years, when the grapes can ripen on the vines for a longer time and if a smaller amount of cibebs develop, they 
make Tokaj Samorodné Dry Wine. The crushed, de-stemmed grapes ferment for 12 to 24 hours, allowing the colour and 
bouquet to evolve and partial enzymatic oxidation to take place (http://www.indianwineacademy.com). There are several 
famous and big producers of wine and a lot of family vineyards in this unique region. The most famous wine producers 
are the members of the citizens´ association called Tokaj Regnum that was formed in 2006. The association includes the 
following firms: Wine producer J&J Ostrožovič Veľká Tŕňa, Tokaj Macik Vinary, Ltd Malá Trňa, Zlaty Strapec Viničky 
(Golden Grape of Wine Viničky), Tokaj company Viničky Ltd., Galafruit Ltd. Malá Tŕňa, Chateau Viničky, LP Košice, 
Tokaj & Co Ltd..  

 

Tokaj Wine Route 
 

The singularity of Tokaj wine, the presentation of the Slovak part of the Tokaj vineyard region, growing and processing 
grapes as well as production technology led those involved and the local enthusiasts, growers and producers of wine to 
create the Tokaj Wine Route. The need to discover the past and the present of the region, its natural beauties, attractions, 
traditions and habits gave rise to creating the Tokaj wine route. The association the Tokaj wine road was founded in the 
town of Slovenské Nové Mesto in 2008 and unites Tokaj villages, grape-growers and producers of Tokaj wines, wine 
cellars, provider of accommodation and boarding services, travel agencies, cultural and historical sights, associations and 
organizations that participate in developing the Tokaj grape-growing region (tokajregion.sk/en/ 2021). The Tokaj wine 
route is a product of home tourist industry and it is cultural and educational route. The first stop is the town of Trebišov, 
then the route leads not only to seven Tokaj grape-growing villages, to begin with the village of Čerhov throughout Veľká 
Trňa, Malá Trňa, Černochov, Bara, Slovenské Nové Mesto and the village of Viničky. It also involves villages of Borša, 
Ladmovce and the village of Zemplin. The Tokaj grape-growing region as well as the complex of Tokaj wine cellars 
represents unique cultural value that was suggested to be written down in the list of the world cultural heritage UNESCO. 
Along with the “small” Tokaj Route the project Big Tokaj Wine Route will be accomplished in the future. The route would 
copy the old trade route. The old route enabled trading Tokaj wines. The old route led from the Hungarian Tokaj region 
through the Slovak Tokaj region and the territory of historical Zemplin county to upper Hungarian royal towns and as far 
as the bordering Polish trade centres and to Krakow.  
 
Organized Events of the Tokaj Wine Route 

 
Tokaj area is famous for its events, which are characteristic for the high public attendance and are very popular for its 
traditional well organization, rich program and especially informal atmosphere. In the Tokaj region folk traditions are 
being held and due to it almost every village or town have their own folk ensembles or a music group. Various cultural 
events are held in which mainly local inhabitants take part. Most of the events are focused on celebrating wines, 
vineyards and wine-growers. Majority of events is financed by common funds: rural, private and third sector funds. 
Organizers of events are municipality office in cooperation with civic associations and vintners. Large role in organizing 
major cultural events plays Regional educational center  Trebišov. Historical tradition of setting maypoles has not been 
forgotten and has had a long tradition in the village of Čerhov. The most important and the most attractive event is 
celebration of Tokaj vintage which is usually held at the last September weekend in the village of Čerhov. Several 
villages and wine producers participate in the festival. Traditionally the Day of opened Tokaj cellars is a part of the 
celebration and three key grape-growing villages of Malá Tŕňa, Veľká Tŕňa and Viničky are involved. The event enables 
to see the Tokaj cellars and to taste Tokaj wines. The entertaining program is usually prepared - tasting regional gourmet 
specialities and enjoying folk dance and song performances. A very interesting entertainment is “Tokaj Steam Express” 
which departs from Košice in the morning and arrives at the village of Čerhov. The train goes back to Košice in the 
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evening. Transportation to grape-growing villages is provided by bus and it is free on that day. The second weekend in 
September is traditionally the time for two-day´s Tokaj Malotrňanske vintage celebrations, burrowing in Tokaj cellars, 
tasting local gourmet specialities and enjoying arts and there is a fair where traditional folk crafts are performed. Some 
other events are organized over the year with the exception of January, October and November. The events include 
celebrating Carnival, the International Competition of Tokaj wines and presentation of crafts and traditions in the village 
of Viničky, and also celebration of ordaining young wine and the night of wine cellars etc. (Slovakia.travel/en/tokaj-wine-
route). 
 
The Tokaj cycle routes 

 
The association of communities in the Tokaj Region in cooperation with the Department of Regional Development of 
Košice self-governing region created 52.6 km of cycle routes. 47.5 km have been marked. The routes were marked and 
were made accessible in 2009. The routes offer a lot of interesting places, unique natural and cultural wealth such as 
protected natural areas, reservations, sacral and worldly monuments. Of course stopping places are located at the Tokaj 
cellars hollowed out in tuff and tasting wines is accessible. Cycle routes in the Tokaj region are connected with the 
Medzibodrožská cycle route and with the F. Rákoczi cross-border long-distance cycle route. This track stretching from 
Hungary brunches off into the southern route leading to Sárospatak and the northern one leading to Holoház. The western 
proceeding of the Tokaj cycle route is a long-distance cycle route in the Slanske Hills, the route proceeds from there to 
Košice and Prešov (tokajregion.sk/en/ 2021).  
 

Discussion and conclusion 

 
The Tokaj wine region has special presumptions for development of country tourism including agritourism, wine-growing, 
viticulture, gastronomy and sports. The strongest pull factor in the region is grape-growing and its special final product of 
these activities – wine. The ide public got to know organized wine tasting due to the cultural event of the Tokaj wine 
grapes gathering in Čerhov which is associated with the Day of opened Tokaj wine cellars. Not only professional 
winemakers but also layman lovers of quality wine are fond of the event and attend the event every year. The festival is of 
over-regional character. Visitors from all corners of Slovakia as well as from abroad attend the festival. The number of 
visitors over the last years has been about 5000 – 6000. Thanks to this cultural event, the growing number of tourists visit 
the Tokaj wine region and the microregion of Tokaj Willages has rapidly raised. Wine tasting is held regularly all year 
round. Thus we can consider the events as the whole year´s tourism. The events take place in the cellars, in which the 

constant temperature is 11-13°C for the whole year. Season tourism is bound to summer seasons. Folk festivals and other 

cultural events are organized. Rafting the Bodrog river is very popular. During summertime, tourists like visiting historical 
monuments and natural beauties. During some months such forms of pastime as hunting, fishing, picking forest fruits and 
mushrooms have become increasingly popular. So called “second household” or spending weekends in individual 
recreation buildings have risen greatly. Visitors in the region of Tokay stay mainly 1 day. Majority of them are Slovaks and 
come from distant towns and villages (more than 50 km away). Significant majority of them are people at the age of 25 – 
62. Pensioners and younger people rarely visit the region. Summer is a busy season and partly autumn too. In the winter 
and spring time the area is almost empty (Bránska, Flamík 2011). Although the region is accessible due to convenient 
natural conditions, local peculiarities and high standard of transportation, the present conditions in the area are not 
convenient enough for recreation and tourism industry. Building up and improvement of traffic infrastructure extending 
accommodation and boarding services providing full service and higher quality of the existing cycle routes are absolutely 
necessary as well as giving regular present-day information about organized events and about cultural and historical places 
of interest on the local Internet websites. To anticipate and meet the needs of current and potential consumers, enterprises 
must be able to reach specific target segments through selected marketing communication tools. Thanks to the unlimited 
possibilities of the Internet and information technology companies have new opportunities in the sale, distribution, and 
especially in communication with its customers (Gburová, Matušíková 2016).  Another problem is that young people living 
in the region go abroad to seek for a job, and so mainly young adults and elderly people work in vineyards. The language 
barrier is also a significant problem in communication with tourists. The local people make themselves understood mainly 
in Hungarian and Slovak. The present high unemployment rate reflects the problems in grape-growing. Reduction of 
producing of wine leads to decrease of job opportunities. Different interests of separate groups (population, entrepreneurs, 
self-government) in the region are a characteristic feature of the region. Their activities have not been synchronized. 
Consequently, general scepticism prevails, the demographic growth is low (the villages have less population) and birth rate 
is low.  The population is aging and migrating of people in order to find a job also contributes to the present state. 
Development of tourism in the Tokaj wine region can significantly help the whole region. It is necessary to realize the 
advantage of strong bound to the soil (grape growing, agriculture, fishing, forestry et. c.) in relationship of identity and 
lifestyle we also must use in the system hospitality and gastronomy. We must realize the importance of preserving non-
mass attendance and distinguish clearly mass forms of tourism and country tourism. Growing number of visitors can 
undoubtedly have negative influences on the development of communities, but positive influences will prevail to such an 
extent that this area remains attractive for tourism and the future generations.  
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Abstract 

 
The article examines the issues of students’ readiness for independent work in the higher education system. The necessity 

of using distance learning technologies for the effective organization of students’ independent work is justified. The 

concept "independent work", its goals, tasks, and types are considered. The problem of students’ independent work is 

actively studied in the framework of training future specialists in the higher education system. The use of distance learning 

technologies significantly expands the scope of the teacher's authority in organizing independent work. The article 

considers the functions of a teacher as an organizer in the context of supporting and accompanying students in performing 

independent work. Through the use of distance learning technologies, the teacher qualitatively changes the content, 

methods and organizational forms of training, intensifies and individualizes the students’ independent work.  

 

Keywords: Independent Work, Students, Higher Education System, Teacher, Distance Learning Technologies 

 

Introduction 
 

Information technologies have long been a part of modern life. Technological progress has also affected the field of 

education. Currently, due to the wide development of Internet communications, training through distance learning 

technologies is becoming particularly relevant. The goal of higher education is not so much to fill the student with a certain 

amount of information, but rather to form cognitive strategies for self-learning and self-education as the basis and integral 

part of future professional activity. Students’ independent work in this sense is an important type of educational activity 

and plays a significant role in modern education. Independent work forms the will to self-education, creates the basis for 

further training and has the opportunity to constantly improve their skills. However, many students of higher education 

institutions are not able to master the expected amount of independent work for various reasons. Therefore, in recent years, 

there has been a great potential of modern technologies for the formation of students’ readiness for independent work. 

Among the latest technologies used in the university, it is possible to distinguish distance learning technologies that are 

implemented on the basis of electronic platforms. The advantages of distance learning technologies in the formation of 

students' readiness for independent work are the convenience and clarity of the material presentation, the ease of its 

movement, the ability to quickly find the necessary information, to show the studied process or phenomenon in dynamics. 

 

Object and Method  

 
The purpose of our research in this article is to form the students’ readiness of independent work through distance learning 

technologies. 

 

The theoretical and methodological foundations of the study are in the works of the following foreign – S. Argent, P. 

Benson, L.K. Lai, S.J. Bonk, M. Lee, N. Thomas, T.N. Reynolds., and Russian - V. I. Zagvyazinsky, T. I. Grechukhin, V. 

S. Senashenko, I. A. Zimnaya researchers. S. Argent, P. Benson, L.K. Lai, V. I. Zagvyazinsky, T. I. Grechukhina, V. S. 

Senashenko, I. A. Zimnaya, and others investigate the problem of students’ independent work. S.J. Bonk, M. Lee, N. 

Thomas, T.N. Reynolds., A. A. Andreev, E. S. Polat, V. I. Soldatkin, A.V. Khutorskoy, N. A. Davydov, V. P. Zinchenko, 

M. V. Klarina, I. G. Semakin, V. G. Kinelev, G. A. Krivosheev, Yu. G. Kruglov and others work on the problem of 

distance learning [1,5,9].  
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Results and Discussion 

 
The problem of forming students' readiness for independent work is actively studied in the framework of training future 

specialists in the higher education system. A significant part of the first-year students study below their capabilities due to 

the lack of independent work skills. 

 

The analysis of scientific publications (S. Argent, P. Benson, L.K. Lai, V. I. Zagvyazinsky, T. I. Grechukhina, V. S. 

Senashenko, I. V. Shmigol, etc.) showed that the problem of using students’ independent work is actively studied in the 

framework of training future specialists in the higher education system – Table 1. 

 

Table 1 - Interpretation of the concept “independent work” 

 

Author Interpretation of the concept “independent work” 

V. S. Senashenko "planned educational and scientific work, including active forms and methods of teaching, a 

combination of educational-training and scientific-production work, cooperation of the 

student with the teacher" [21].  

T. I. Grechukhina "the organization form of the educational process, stimulating activity, independence, 

cognitive interest of students" [12]. 

V. I. Zagvyazinsky "the activity of students on the assimilation of knowledge and skills, which takes place 

without the direct guidance of the teacher, although it is directed by them" [25]. 

I. V. Shmigol "the highest form of educational activity aimed at the effective development of experience, 

development and self-improvement of the cognitive sphere of the future specialist" [24] 

 

The analysis of scientific and pedagogical sources allowed us to identify the following aspects of the concept "independent 

work": “planned educational and scientific work, the organization form of the educational process, the activities of 

students, the highest form of educational activity”.  

 

Based on the above work, the goal of independent work, according to Shmigol, I. V., can be represented in the form of 

"stimulating the activities of students in the formation of certain skills, the development of innovative potential in the 

conditions of their professional training" [24]. 

 

The task of the student in the process of forming the readiness for independence in the decision-making of pedagogical 

tasks, according to Shkarupelov V. P., is to “choose the best way to perform actions to achieve the goals of education and 

independently control the learning process” [22].   

 

The main principles of students’ independent work: 

 

-  self-development of students, self-learning skills, planning and organization of work; 

-  systematic execution of tasks; 

    -  teacher-student collaboration.  

 

Professional teachers support the student, but the main work related to the acquisition of knowledge, the student does 

himself. In modern higher education, the educational process should increasingly acquire the character of students’ 

independent work, since otherwise it is impossible to prepare an active personality. In accordance with this, state 

educational standards provide for a reduction in the share of classroom classes in the total amount of time and an increase 

in the budget of time allocated for students’ independent work. Strengthening the role of the students’ independent work 

means a fundamental revision in the organization of the educational process at the university, which is built in such a way 

as to develop the student's ability to learn, to form his abilities for self-development, creative application of the acquired 

knowledge, adaptation to professional activity [3,4,6-8]. 

 

The introduction of distance learning technologies in the field of education has made it possible to qualitatively change the 

formation of students' readiness for independent work. 

 

The analysis of scientific publications (S.J. Bonk, M. Lee, N. Thomas, T.N. Reynolds., A. A. Andreev, E. S. Polat, V. I. 

Soldatkin, A.V. Khutorskoy, N. A. Davydov, V. P. Zinchenko, M. V. Klarina, I. G. Semakin, V. G. Kinelev, G. A. 

Krivosheev, Yu. G. Kruglov, etc.) showed that the problem of using distance learning in the educational process is actively 

studied as part of the support and support of future specialists when performing independent work in the higher education 

system [2,10,16] – Table 2.  
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Table 2 - Interpretation of the concept “distance learning” 

 

Author Interpretation of the concept “distance learning” 

V.G. Domrachev "a new stage of correspondence learning, which provides the use of information technologies 

based on the use of personal computers, video / audio equipment, space and fiber-optic 

technology" [11] 

A.V. Khutorskoy "training by means of telecommunications, in which the subjects of training (the student and 

teachers, tutors, etc.), having a spatial or temporal distance, carry out a general educational 

process aimed at creating external educational products and corresponding internal changes 

(increments) of the subjects of education" [14] 

E. S. Polat "a new form of education, somewhat different from the usual forms of full-time or part-time 

education. It involves other means, methods, organizational forms of training, a different form 

of interaction between the teacher and students, students with each other. At the same time, like 

any form of training, any system of training, it has the same component composition: the goals 

determined by the social order for all forms of education; the content, also largely determined 

by the existing programs for a particular type of educational institution, methods, organizational 

forms, and means of teaching" [19] 

A. A. Andreev "synthetic, integral and humanistic education, based on the use of a wide range of traditional 

and new information technologies and technical means that are used to deliver educational 

material, self-study, the organization of the dialogue exchange between teacher and students 

when the learning process is not critical to their location in space and time, as well as specific 

educational institution" [2] 

 

Based on the analysis of the interpretations of the concept "distance learning" given in table 2, distance learning can be 

considered as "a new stage of correspondence learning"; "learning by means of telecommunications"; "a new form of 

learning, somewhat different from the usual forms of full-time or part-time learning"; "synthetic, integral, humanistic form 

of learning".  

 

In Russian universities, distance learning is currently represented in the form of distance learning technologies, which is 

enshrined in Russian legislation. "Distance education technologies are understood as educational technologies 

implemented mainly with the use of informatization and telecommunications, with indirect or not completely indirect 

interaction between the student and the teacher».  

 
The use of distance learning technologies has significantly expanded the effectiveness for the formation of students’ 

readiness for independent work [13,15,17,18]. They perform the following functions: 

 

1. the possibility for self-study of educational material, as well as the implementation for control and self-control of 

knowledge; 

2. convenient delivery method of educational material;  

3. communication of students with the teacher and among themselves, support of collective work with the entire study 

group. 

 

In distance education technologies, traditional and modern innovative teaching tools based on the use of computers and 

network technologies are widely used: paper-based educational publications; electronic publishing; electronic educational 

complexes; audio and video educational materials; electronic libraries; computer training complexes (simulators); remote 

and virtual laboratories [20,23,26,27].  

 

Consider the students’ readiness to work independently through distance learning technologies on the example of an e-

learning complex, which is an automated learning system that includes didactic, methodological and informational 

reference materials on academic disciplines, as well as software that allows them to be fully used for independent learning 

and knowledge control. Each topic of the e-learning course has a clear structure, having a set of tasks developed in 

accordance with the program of the discipline and the number of hours allocated for classroom and independent work on a 

specific topic of the course. 

 

Studying the expediency of students' readiness for independent work through distance educational technologies, it is 

necessary to pay attention to the ratio of classroom and independent work. During the training through educational courses, 

you must distribute clock, designed for students’ independent work do not evenly during all semesters, and a minimum 

amount at the beginning of the course to maximum at the end of the course. 

 

The formation of students' readiness for independent work through distance educational technologies with the help of an e-

learning complex should take place in stages. At the first stage, it is advisable to start learning in an electronic training 
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course in the usual traditional classroom classes. Therefore, at this stage, the teacher introduces the course structure, 

corrects all the work, corrects all the mistakes himself, and controls all aspects of the training. The teacher is the only 

source of knowledge for students.  

 

At the next stage, the teacher continues to provide general guidance, but gradually transfers some of its functions to the 

students. For example, it gives them answers to tasks so that they can use them to independently test themselves. 

 

At the third stage, students are given the freedom to choose the forms of interaction in the classroom (for example, to work 

on a task individually, in pairs, in small groups, or as a group together). At the same time, the work is monitored not only 

by the teacher, but also by the students themselves in the form of mutual control. 

The fourth stage implies that students partially or completely independently select materials for classes, offer their own 

forms of work on them, discuss their goals and develop criteria for determining the achievement of these goals. The 

teacher acts as a consultant.  

 

At the last stage, students work mainly out of class on long-term projects, seeking the help of a teacher during consultation 

hours. 

 

Thus, by the end of the course, students should be able to take full responsibility for their own learning. 

 

Conclusion 

 
Thus, distance learning technologies help to form students' readiness for independent work. Students begin to act as a 

subject of cognitive activity. The educational process in distance learning is based on the purposeful independent work of 

students on an individual schedule. Students spend most of their study time on their own: they master the educational 

material, useful resources, implement practical and creative tasks, and regulate the intensity and duration of the course. The 

formation of students' readiness for independent work through distance learning technologies is a long process, during 

which the teacher plans his work, so that gradually transfer the function of independent decision-making to students, 

making them responsible for their own learning. Thus, students are prepared to work independently for their future 

professional activities. 
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Abstract 

 
The article gives the materials on using the mnemonic technology for increasing and perfecting the vocabulary of students 

for receiving education in the field of HRM (human resources management). The term “educational technologies” is 

analyzed. The educational technologies used at the university while teaching the discipline “English for professional 

purposes” are given. The orientation to the professional standards in the sphere of HRM in Russia is emphasized. The 

importance of different educational technologies in the process of degree receiving is underlined. Different mnemonic 

methods such as traditional, optimization, spaced repetition, “purely” mnemonic, and methods of associations illustrate the 

vocabulary work in the HRM sphere with the fourth year students, who study “English for professional purposes” at the 

Agrarian University. In addition to it, the recommendations for the faculty working with this group of undergraduates 

(Bachelors) are substantiated. 

 

Keywords: Mnemonic, Educational Technologies, Student, English for Professional Purposes, Human Resources 

Management 

 

Introduction  

System of education in the Russian Federation is based on the Federal law № 273 of 29.12.2012 “On education in the 

Russian Federation”, that defines the main directions of the educational activities in the country [7]. It is the document that 

is obligatory for all organizations, which are in the sphere of education, providing primary, secondary, and higher (training 

of Bachelors and Masters) education, post-graduate one and that dealing with qualification upgrading. The Federal State 

Educational Standards (FSES) regulate different aspects of the students’ enrollment and Curriculum development and 

implementation, while training the graduates: Bachelors and Masters [1], [4]. If the institution provides educational activity 

in accordance with the FSES, it should also possess license and state accreditation document from the Russian 

accreditation agency Rosobrnadzor. For consumers of the educational service convenience, the institution should 

obligatory place these two documents on its website [2]. Moreover, the educational establishment has to elaborate Work 

Programs for all subjects of the Curriculum that contain topics for studies, forms of material delivery, forms of knowledge 

control, educational technologies used in the process, etc. 

 

One of the new features characterizing the Curriculum is its orientation to the Professional Standards existing for different 

business fields in Russia. Special attention to the HR Professional Standards has arisen in the last decade because of 

several tendencies in the labor force development: its migration all over the world; humanitarian problems, such as hunger, 

lack of pure water, poverty; pandemic of 2020-2021; distant mode of work; large amounts of undereducated young people 

because of high fees for education, and others. Due to these tendencies, the role of a foreign language (mainly English) 

increases because the knowledge of it gives young people a chance to find employment in some other countries or spheres. 

The Professional Standards in HR in Russia imply several requirements to the graduates working or looking for a job in the 

sphere of human resources as a specialist. If it is a job at level six, he/she must have knowledge, abilities and skills to fulfil 

the following kinds of work: search, attraction, recruitment and selection of personnel; administration of personnel 

management processes and documents workflow; organization and implementation of personnel evaluation and 

certification, as well as administration of these processes; organization and implementation of activities for the 

development and construction of a professional career for personnel, including administrative processes; development and 
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implementation of corporate social policy; development of the system of operational personnel management system and 

the work of the structural unit, and some others [10]. 

 

Educational technologies applied in the process of HR specialists’ training may be different, including ICT [3], case study 

[11] and distant learning [6], [15], [16]. Their choice depends on the Work Program and the experience of the faculty 

member who elaborates and implements it. Nevertheless, there are some general approaches as far as “educational 

technologies” are concerned [5]. 

 

Analyzing the UNESCO documents published and posted on the websites, one can see that the organization considers the 

educational technologies from the consistency point of view. That proves to be a systematic method, the essence of which 

implies creation, applying and defining the process of teaching and learning, taking into account all existing resources as a 

whole. Moreover, the goal of all this is to optimize the forms of education. UNESCO offers its own comprehensive 

approach to the above-mentioned problem. The interpretation of the concept is as follows: “pedagogical technologies are a 

systematic method of planning, applying and evaluating the entire process of learning and assimilation of knowledge by 

taking into account human and technical resources, and the interaction between them to achieve education” [14]. 

 

Object and Method 

 

The purpose of this study is mnemonic technology, which, unfortunately, did not receive much attention from the Soviet 

scientists and practitioners in the past. They supported the view that mnemonic contradicted to the conscious scientific 

development of the material to be studied. That is why, even today, there are no good methodological materials for the 

widespread use of this technology in the learning process at the university. For introduction of the mnemonic technology 

into the learning process while training HR specialists at the Agrarian University, we defined the following tasks: to study 

the legal framework for the activities of higher educational institution – university, training students in the field of “Human 

Resources Management”; to research the concept of educational technologies for their use in the educational activities of 

the faculty members; to explore the history, concept, use, and effects of mnemonic technology in the vocabulary learning 

process; to identify the most effective elements of mnemonic technology for use in the work of a foreign language faculty 

member; to develop recommendations for the introduction of elements of mnemonic technology elements at the university. 

 

For achieving these tasks, we gave special attention to the classical schools of education, such as Bell-Lancaster system 

developed by D. Bell and E. Lancaster; technology of projects by D. Dewey and E. Dewey; the mnemonic technology by 

A. R. Luria and M. Fox; technology of teaching communication skills by E. I. Passov; modern mnemonic technology, and 

others. In the USSR only a small group of scientists-psychologists, namely A. R. Luria, L. S. Vygotsky, A. N. Leontiev, P. 

I. Zinchenko researched this technology. One of the leading psychologists in that period A. R. Luria, was the person who 

founded the Russian school of neuropsychology. Among the Russian modern scientists and practical teachers engaged in 

mnemonic technology, one can mention T. Buzen, M. Dubrovina, T. B. Slonenko, I. Yu. Matyugina, M. V. Kharlamova, 

whose research is practically oriented on work with schoolchildren. R. H. Pechkova also belongs to that group; she is the 

person who has been developing and systematizing educational materials in English for secondary schools with elements 

of mnemonic technology for a number of years [8]. 

 

Mnemonic technology currently, being not widely used, can have a huge impact on achieving the goals of teaching a 

foreign language (English). Educational technology, according to Professor M. V. Bulanova-Toporkova, is also a system 

category that includes such components as learning goals; learning content; means of pedagogical interaction (means of 

teaching and motivation), and the organization of the educational process; student and teacher; as well as the result of 

activity (including the level of professional training). Thus, she draws the conclusion that the technology of training 

includes the organization, management and control of the learning process, while all aspects of this process are interrelated 

and affect each other [9, p.134]. A.Ya. Savelyev, in his turn, suggests the classification of educational technologies in a 

number of groups basing on how the classification is done: 1) by target audience – students, teachers, specialists, and other 

people; 2) by learning goals; 3) by subject environment, including humanitarian, natural, technical, based on disciplines; 4) 

by the technical means used, such as audiovisual, computer, video computer, etc.; 5) by the organization of the learning 

process, such as individual, collective, mixed; and as a result – by a certain methodological task [12]. 

 

Speaking about the mnemonic technology one should speak about such elements as the term, principles, effects and 

methods. Mnemonic comes from the Greek “mnemonikon” – that is the art of memorization. It implies a set of unique 

techniques and methods that facilitate memorization and increase the amount of memory, using different ways. They are 

oriented to the artificial association’s formation. Its history started about 477 in Greece, and its founder was Cicero. 

 

M. Fox defined the main principles of mnemonic that include the following: comprehension, which allows a learner to 

remember the material for a long time with full comprehension; interest, because interest allows remembering the material 

for a longer period; previous knowledge, which allows to make the remembering easier and faster; readiness for 

memorization, which implies motivation as an accelerator of memorization; associations, namely associations on the 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

637



 

 

similarity and contrast of data, on adjacency and causality (for example, when asking questions), as well as by group 

affiliation; repetition, which should be a constant component before the facts are fully consolidated; inhibition – as in the 

case of any document, the information being studied needs time for memorization; this is necessary to avoid possible 

overlap of information and inhibition; sequence – meaning that ideas and facts that one tries to remember in a certain 

sequence, remembered in the same order in which they were memorized. This leads to the practical idea that it is necessary 

to study information blocks in accordance with the chosen sequence [13]. 

 

Mnemonic serves for storing the information. In the process of its use in learning vocabulary, specialists have created the 

system of mnemonic’s methods. They are based on the division of the physical and psychological features of a person for 

remembering, that is on a person’s ability to remember. Nowadays, scientists distinguish several groups, namely, visual, 

auditory, and kinesthetic. However, in real life, we clearly understand that we should speak about mixed types, such as 

visual-kinesthetic or visual-auditory, etc. The students should determine their own type, as this will contribute to the faster 

memorization of the studied vocabulary: 1) Visualizers include about 35 % of the population; their visual memory is well 

developed, and is dominant. For them, we should recommend frequent viewing of the material for the memorizing. 2) 

Audials contain approximately 25 % of the population; their prevailing memory is auditory. For them, we should 

recommend to listen to the recordings for memorization, and practice pronouncing along with listening. 3) Kinesthetic that 

is close to 40 % of the population, belong to the group in which kinesthetic memory dominates, and memorization is 

carried out by means of touching, feeling, emotions expressing, and instinctive sensations. For them it is better to use 

rewriting/reprinting information. It helps the learner to memorize information such as pens, pencils, keyboards, and tablet 

screens [13]. 

 

 Results and Discussion 
 

The authors of this paper introduced the mnemonic technology into their work with the students trained in the human 

resources management field at Krasnoyarsk State Agrarian University in Russia. Discussing the existing methods of 

mnemonic, one can find traditional, optimization, associative, and some other methods. Each of them, in its turn, has 

further subdivisions, which the authors of this paper have been using while teaching vocabulary for specialists in human 

resources management. The way of using different mnemonic methods depends on the thematic plan given in the Work 

Program and on the tasks of the discipline English for Professional Purposes. According to the Federal State Educational 

Standard of the 3rd generation in the field of HRM, the Work Program’s purpose is formation of the competences PC-8 

(Professional Competence), GC-5 (General Cultural – 5) and others. The undergraduate (Bachelor) should be able to 

communicate orally and in writing in Russian and foreign languages to solve problems of interpersonal and intercultural 

and professional interaction. The Work Program contains the thematic topics that reflect the ideas from the Professional 

Standards in HRM [10]. In the future, that will give the graduates the chance to work both with the native English language 

speakers, and with not native English language ones, who are interested in or work in the given field. Topic in the Work 

Program: “Training and development”. Volume of hours – 16. Mnemonic Methods used: 

Traditional methods: 

1. Method of Yartsev. It is dedicated to use the written form of the word for memorization. The learner divides into 

5 columns a sheet of paper or the page in a notebook, in accordance with Table 1, where she/he gives the foreign 

word itself (1), the translation of this word into Russian (2), synonyms for this foreign word (3), antonyms (4) and, 

finally, examples of use. As a result, she/he learns not one word, but possible variants of its use, increasing the 

vocabulary. 

 

Word Translation Synonyms Antonyms Example 

1.Team  команда 1.working body 

2.group 

3.subdivision 

4.society 

1.individual 

2.personality 

3.subordinated 

Good  team keeps the company 

2.Apprenticeship 

 

1.обучение, 

2.учение, 

3.ученичество 

 

1.learning 

2.training 

3.getting 

education 

1.ignorence 

2.lack of 

education  

Learning is light, and ignorance is 

darkness 

3. turnover   

 

1.текучесть 

кадров 

1.variability 

2.volatility 

3.inconsistancy 

1.permanence 

2. stability 

3.regularity 

Low staff turnover is high staff 

satisfaction 

 

2. Prescribing method. This method consists of rewriting the word that you need to remember, and you should do it 

repeatedly (many dozens of times). The method is effective for difficult-to-remember words, for example, for hieroglyphs. 

The disadvantage includes uninteresting work, since it is a monotonous activity, and tiresomeness. 
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3. The “Interior Design” method. This method is widely used if you are learning vocabulary on a topic that unites 

objects around you. You can make so-called “labels” (stickers with an adhesive base for attaching sheets) with the names 

of things around you. The disadvantage of the method is that your brain gets used to them rather fast, and you begin to 

ignore them. 

Optimization methods 

1. Method of grouping in accordance with the grammar features. Optimization methods are used if there is a 

need to remember a large number of words. The method of grouping by grammatical features will be one of them, 

since it includes their processing and grouping. The task can include the following sequence: select nouns, then 

verbs that are typical in use with these nouns, then adjectives, also for them, in accordance with Table 2. This will 

allow the learner to see certain logic of the language, as he will learn the words in a bundle. 

 

 Job Verb  Adjective 

1.employee 1. to learn  

2. to work  

3. to practice 

1. new 

2. experienced  

3. valuable 

4. highly-motivated 

2.manager  1. to set objectives 

2. to define needs 

3. to develop strategy 

1.persistent  

2.hard - working 

3. effective 

3.employer 1. to build a team 

2.to reduce employee turnover 

3.to look for employees 

4.to evaluate the results 

1.strong 

2. talented 

3. highly-qualified 

 

2. Method of grouping by meaning. The method of grouping by meaning is one of the optimization methods and is 

the memorization of words by studying its synonyms or antonyms, in accordance with Table 3. This method allows 

you to improve speech, expand vocabulary, as well as the speed of reproduction in speech. 

 

№ Adjective Synonym Synonym Synonym 

1. big huge large massive 

2. nice beautiful wonderful gorgeous 

3. happy glad jolly cheerful 

4. fast active swift speedy 

5. sad gloomy unhappy joyless 

 

3. Method of memorizing single-root words. This method uses grouping and learning the words based on the root. 

You learn both the word and derived words. You may prepare the mind-map or a list for remembering. 

 

№ Word  Part of speech Translation 

1, beauty noun красота 

2. beautiful adjective прекрасный 

3. beautify, verb украшать 

4. beauty-salon complex noun салон красоты 

5. beauty-blogger complex noun бьюти - блогер 

6. beautification noun благоустройство 

 

“Purely” mnemonic methods 

4. Mnemonic. Mnemonic is memorization based on inventing funny and absurd associations to the word. By the way, 

you can come up with an associative image, some unusual and bright, so that it is the key to the word that is not 

remembered, for example, the word “preparation”. Example: Preparation for a test is as difficult as preparation 

(dissecting) of a frog for research. 

 

5. Method of associations “A Familiar office” (natural associations). One can use this method to memorize many 

words on a single topic, for example, on the topic “Office”. For doing that, it is possible to use such systematic structure: 1) 

Select a familiar office where you have been on a visit. If it is possible – use its plan or a set of photos for this, then, 

looking at them choose what words you need to remember; a bit later distribute these words by zones, as you like. 2) Use 

your imagination and associations. In order to make a simple image easy to remember, try to come up with something 

funny or unusual. A foreign word itself can help you memorize it. You can create similar images for any office in any 

business building. While working with the topic “Training and development”, the learner my try to remember the names of 
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offices in the Training Center. We suggest using their own office building, connecting it with the word “machine”. The 

words that help to remember the names of offices can be such as coffee machine (in the staff lounge), fax machine (in the 

secretary’s office), copy machine (in the reception room), drinks slot machine (in the business café), music machine (in the 

reception hall for delegations), training machines (computer classrooms). 

 

6. Method of art association. This mnemonic method promotes words assimilation by creating vivid images in the 

head. The more original the image is, the more successful the memorization process will be [13]. 

 

№ Word  Translation  Usage 

1. On-the job 

training 

Обучение на рабочем 

месте 

If your angel does not like to move, you should choose on-the-job 

training. 

2. Off-the-job 

training 

Обучение вне 

рабочего места 

If your angel likes to travel, you should choose off-the job training. 

3. Role-play Ролевая игра If your angel likes to play, you should choose role –plays as a method 

of learning. 

 

7. Method of symbolization. Symbolization is an interesting method for memorizing. A symbol is a linguistic means 

by which people express art meaning. It is used to learn abstract words that are difficult for representing visually. 

 

№ Abstract symbol Concrete symbol 

1. symbol of labor hammer and sickle 

2. symbol of knowledge book 

3. symbol of Russia birch 

4. symbol of training Master’s cap 

 

8. Method of symbolization for numbers. Many learners use mnemonic for memorizing numbers, as it is impossible 

to survive in the modern digital world without them. People use them to remember phone numbers, city indexes, account 

numbers, or vehicle numbers, etc. When memorizing numbers, it is most effective to use their graphic image or similarity 

with other objects. Though it is not so simple, it is very effective means of memorizing.  

 

№ Figure   Symbol for remembering 

1. 0 zero  clock, globe, sun 

2. 1 one  candle, pencil, nail 

3. 2 two  swan, chess knight 

4. 3 three coiled snake 

5. 4 four chair 

6. 5 five  five-pointed star 

7. 6 six  padlock (open mode) 

8. 7 seven  axe, scythe, hockey stick 

9. 8 eight  toy Roly-poly, or snowman 

10. 9 nine  key or the handle of an umbrella 

11. 11 eleven two pencils, or two candles,  

12. 12 twelve pencil and a swan 

13. 13-19 thirteen Numerals ending in –teen; association with teenager  

14. 20-90 twenty Numerals ending in – ty that is dozen, twenty-20 (two dozen), sixty -60 (six dozen) 

15. The year 1963 The year is divided in half when reading or spelling, 1963 

19-63 (nineteen-sixty three) 

 

9. Method of memorizing by rhyming. This effective mnemonic method can help create a funny and relaxing 

atmosphere at the lesson, although it needs additional efforts from the teacher while preparing poems. We use the rhyme 

below while learning irregular verbs. 

 

Our old office break-broke-broken  

But, the new one was almost opened 

The new office we draw-drew-drawn,  

Build-built-built and fly-flew-flown home 

We decided go-went-gone,  

As the work was fully done 
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Conclusion 
 

Finally, we can draw the following conclusion: mnemonic is one of those educational technologies that have a bright 

future. In general, the use of mnemonic technology for students first will not be quite a simple mental work. Due to its 

application in the process of learning English for Professional Purposes for specialists in HRM, the students will learn to 

form special and specific mental images, based on personal life experience, knowledge and practice. Gradually, and taking 

into account the formation of skills, the use of mnemonic will become easier. Methods of mnemonic technology are 

diverse, and their use depends on the learner.  A system of mnemonic methods includes: traditional (Yartsev’s method; 

prescribing method, The Interior Design method); optimization (method of grouping in accordance with the grammar 

features; grouping method of grouping by meaning; a method of memorizing single-root words); “purely” mnemonic 

methods (mnemonic, method of associations, such as “Familiar Office”, method of art associations, method of 

symbolization, and method of symbolization for numbers, method of rhyming). 

 

Based on the analysis of the available literature and own experience of work at the university, we have identified 

recommendations that can be of help in memorizing vocabulary. They are as follows: determining the leading ability of the 

student to memorize (auditory, visual or kinesthetic); competent distribution of lesson time; implementation of vocabulary 

learning control by external representatives (working in groups with the student-leader); formation of creative attitude of 

students to memorization; achieving consistency in the use of mnemonic technology in the course of learning “English for 

Professional Purposes” for HRM specialists, as an interesting and useful technology. 

 

The Questioning of the 4th year students learning in the field of HRM at the end of semester, showed their positive attitude 

to the use of mnemonic technology. Moreover, about 90 % of students evaluated the work of Associate Professor 

Shmeleva Zh.N. with the mnemonic technology during the classes as useful, well-organized and efficient. 
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Abstract 

 
The article describes the experience of distant teaching a foreign language to engineering students at Reshetnev Siberian 

State University of Science & Technology. The main features of the interaction of the students with each other and with 

the teachers during the educational process using the server of distant learning are revealed and shown. Since Reshetnev 

Siberian State University of Science & Technology uses the Moodle software for distant learning, the authors have 

described the main characteristics and advantages of this digital educational resource. Eight key advantages are given in 

the context of the prospects for using automated systems based on artificial intelligence technologies in teaching foreign 

languages. The authors of the article have noted some negative influence of modern computer technologies on the process 

of teaching a foreign language at a higher educational institution as well. 

 

Keywords: Foreign Language, Distant Learning, Educational Process 

 

Introduction 

 
Modular Object Oriented Dynamic Learning Environment (Moodle) software allows teachers and students to interact 

effectively online [7]. The creation of the Moodle learning management system was based on the basic principles of the 

work of such scientists as Lev Semenovich Vygotsky, John Dewey, Jean Piaget, Ernst von Glaserfeld. 

 

The main task of this digital educational resource is distant learning, which is represented in the remote interaction of 

teachers and students, reflecting all the components inherent in the educational process (goals, content, methods, 

organizational forms, teaching aids). In other words, distant learning is an independent mode of study, in which 

information technology is the main tool [5], [10], [14], [16], [17]. The learning material is presented in the form of 

modules, including various types of tasks, guidelines for studying topics or performing exercises, explanations for practical 

tasks, theoretical resources, terminological dictionaries and references of the necessary literature. Teachers are in touch 

with students and have the ability to constantly monitor their activities. The system allows teachers to create web courses 

and fill them with educational content and provide professional orientation [15].  

 

Speaking about the main advantages of this software, it should be noted that it is easy to use by any side of the educational 

process (teachers and students). The program allows students to set up and edit their user accounts, each participant can 

increase or decrease the rate of delivery of the material, choose convenient learning time and vary the content of topics. 

This electronic resource contains a large set of components for effective information exchange: lesson, chat, questionnaire, 

forum, etc. General and thematic forums allow all course participants to jointly discuss professional issues, ask for the 

opinion of colleagues, exchange files. In the forum discussion can be held, and in the chat discussion takes place in real 

time. All the material being covered, tests with teacher's comments and portfolio of each student are saved in the system. 

One more advantage of the electronic platform Moodle is that the assessment of students is as impartial as possible, since, 

for the most part, it is automatic. In order for students not to forget about the upcoming classes and the deadlines for 

turning their homework in, an e-mail distribution is organized. Teachers can control the activity and time of students' 

academic work in the network. And finally, the program checks for plagiarism. Students' work uploaded into the system is 

checked for plagiarism, and teachers receive a link to a report with detailed statistics of matches. The electronic platform 

Moodle is a modern, constantly evolving digital educational environment, it allows to preserve the traditional values of 

distant learning as much as possible [3], [4]. The programs allow teachers to spend their time more efficiently, as they 
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make it possible to collect statistics on students and understand how they digest a particular topic, and taking it into 

account, offer material for further study. The functionality of the platforms can be easily expanded to meet the needs of a 

specific group of students or one individual student. 

 

Using electronic resources in education has a positive effect on the motivation of students, since the desire to learn how to 

use the latest technologies is a powerful factor in enhancing learning motivation [8]. It allows to form necessary 

competences [3], [15], to build an individual educational route [1], facilitates life-long learning [2]. Moreover, these 

programs assume the individual nature of the student's activity - each student works at a pace convenient for him/her, 

which corresponds to his/her general training, abilities, skills and abilities, as well as his/her emotional state [11].  

 

D. (S.) Prikhodko, O.(N.) Medkova pinpoint eight key advantages in the context of the prospects for using automated 

systems for teaching foreign languages based on artificial intelligence technologies: 1) high level of user interaction with 

authentic material; 2) adaptation of educational materials to any level of knowledge of the language and the rate of 

assimilation of information in a foreign language; 3) constant self-control and verification of the learned educational 

material through the use of interactive testing programs and training simulators; 4) the possibility of individualizing the 

educational process, taking into account personal preferences, language skills and abilities; 5) introduction of automated 

interactive tutoring technology; 6) the use of training personalization systems that can automatically select educational 

material, considering the combination of the following criteria: the rate of presentation, the complexity of the material and 

the sequence of its presentation, taking into consideration the individual needs of each person; 7) the integration of 

automated technology systems for generating tasks into the educational process; 8) implementation of systems for 

conducting adaptive testing and its further evaluation, which can independently regulate and determine the level of 

complexity and sequence of presentation of test items [13]. 

 

However, some negative influence of modern computer technologies on the process of teaching a foreign language should 

be noted. According to some scientists, information technologies, which have become an integral part of our life, create 

psychological, social and physiological problems [11]. Currently, when the Internet has become an everyday reality, 

modern students prefer not to spend efforts on finding the necessary information, but simply take it from the Internet. 

Information has become easy to get, and no one wants to remember it. Therefore, the level of general erudition of students, 

in particular, cross-cultural knowledge, decreases. In teaching a foreign language, this fact is very important, since 

knowledge of the country of the target language, its history, geography, literature is the main component of foreign 

language communicative competence. To some extent, the use of computers and the Internet by students prevents the 

formation of foreign language communicative competence. Students do not develop many communication skills and 

abilities - reading in a foreign language, translation, creating their own statements in a foreign language (especially in 

writing). Students forget how to think, reflect upon what they have read, they are not developing the skill to hold a 

discussion in a foreign language [9]. There is no need to analyze a story you have read when you can use a ready-made text 

analysis, an essay on the Internet. It is very difficult for teachers to teach literary translation of a text in a foreign language 

if students use ready-made translations from the Internet [6]. 

 

Object and Method  

 

The object of our research is the peculiarities of the interaction of the students at Reshetnev Siberian State University of 

Science & Technology with each other and with the teachers during the educational process using the server of distant 

learning. Due to the spread of Covid 19, all the students were forced to switch to distance learning in a short time frame. 

We have also considered the prospects for using automated systems for teaching foreign languages based on artificial 

intelligence technologies, and shown some negative influence of modern computer technologies on the process of teaching 

a foreign language or using it as a medium of instruction in university educational activities [9]. 

 

Results and Discussion 

 
During distant learning online at Reshetnev Siberian State University of Science & Technology, using forums and chats, P. 

Volsky's conclusions that written communication exceeds the capabilities of students were confirmed [12]. 

 

We noticed the following features: 

 

1) Students mostly use either banal phrases and clichés or use machine translation made by electronic translators; 

2) There is a tendency to mix languages, write Russian words in Latin, because the students do not want to look the 

words up in the dictionary or these words have not been translated by an electronic translator; 

3) Adding Russian endings to English words, i.e. transferring Russian grammar into a foreign language;  

4) There is a significant number of grammatical and spelling mistakes, misuse of vocabulary, word order is typical 

for the native language. 
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5) Some students are not ready psychologically to communicate with the teacher. On the other hand, there are some 

students who, despite their limited knowledge of English, try to communicate in the same way as they do in their 

native language on social networks using an electronic translator actively, that is, they joke, argue, ask questions, 

answer them, invite on a date, etc. The role of the teachers in this case is only observant and encouraging, they do 

not interfere with students' communication in a foreign language on topics that are interesting and relevant to 

them, for example, study, communication with other teachers and the difficulties of distant education. 

 

As we can see, some students are not ready for distance learning psychologically and technically, for interacting with their 

fellow students only online, without classroom control from a teacher, some students "get lost", cannot motivate 

themselves to perform tasks on time, or even come to the site to understand where the tasks are, how to perform them, 

when to turn them in, etc. 

 

The discovered technical problems involve the absence of necessary equipment for learning (laptops, computers), since 

some students only have a mobile device, and with its help it is not always possible to perform all tasks, for example, 

create a presentation or type some text in doc, docx. The students sometimes lack the skills to do this. 

 

During the research we have noticed a number of interesting facts about the influence of the gender factor on the learning 

process, both in the traditional and in the distance format. If there are well-performing girls in the group (at least one), the 

discipline and academic performance of the group as a whole increases. If there are no girls in the group, the discipline and 

academic performance are at an average level. If the girls in the group do not show great success or do not attend classes 

regularly, the young men do not try hard to perform well in their studies. 

 

The students who are rather successful in real life do not always manifest themselves in the same way in a virtual 

environment. They cannot motivate themselves to do everything on time or hope that at the last moment they will have 

time to do everything. In practice, they cannot get the things done because of the substantial volume of tasks. 

 

During the period of distance learning, we have also noted the fact that the pedagogical side of the educational process in 

higher education is impaired, namely it is impossible to build subject-to-subject relations that form the basis of pedagogical 

interaction. Teachers fulfill only the functions of organizers and controllers of student performance of educational tasks, 

but at the same time they cease to act as equal subjects of pedagogical interaction, which inevitably worsens the quality of 

the educational environment. 

 

It is no question that such a phenomenon as team spirit is being lost, because there is no “team” as it is. Distant learning 

allows only to organize interaction of the "teacher - student" type, but not "student - student" or "student - group", which is 

undoubtedly the disadvantage for such a discipline as a foreign language, where the communicative aspect of the 

pedagogical process is the leading condition for the success of learning. 

 

A foreign language, being a "broad" subject, carries a huge educational resource. In this regard, we should note the 

negative impact of distant learning on the educational aspect of the pedagogical process. Learning a language remotely 

loses its educational potential. One of these reserves can be the orientation towards the culture of the country of the target 

language, considering cultural and regional peculiarities in communication, as well as fostering communicative-speech 

tact, sociability in communication; fostering activity in solving communicative and cognitive tasks, and fostering the 

culture of communication in general. Thus, the process of mastering a foreign language in class at a higher educational 

institution is a powerful mechanism for the student's personal development. Due to the lack of a communicative 

environment as it is in distant learning, it makes the implementation of these aspects extremely difficult. 

 

Speaking about our experience of distant learning, it is necessary to mention some of its advantages. 

 

Firstly, distant learning implies open access to educational resources at any time, even if geographic location does not 

allow students to attend classes. 

 

Secondly, the capabilities of the distant education server make it possible to store the large amount of significant 

educational information in digital format. 

 

Thirdly, the work on the server allows us to use different forms of academic performance rating and gives teachers the 

possibility to create individual sets of learning materials. Distant learning is an opportunity for students to form their skills and 

ability to work in the information space, independently search, analyze and select necessary educational information, and, most 

importantly, present the result of their work using modern technologies, which is a necessary competence for a specialist. 

 

Moreover, the experience of distant learning will help future specialists to apply the acquired skill in their professional activity: 

namely, to independently close the gaps in knowledge if it is necessary. 
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In addition to all of the above, distant learning enables student s to study at an individual pace; provides relative freedom and 

flexibility, and develops the ability to independently regulate the duration of classes. From the point of view of the development 

of types of speech activity, distant learning has a positive effect on the development of the skill to comprehend written speech in 

a foreign language. Distant learning has also activated the ability to directly express written speech with the help of essays and 

detailed answers to questions. This inevitably entailed the need to attract and use new lexical units (even if with the help of 

online translators) and expanding students' lexical minimum through this. 

 

From the point of view of grammar, we have noticed some improvements as well: due to the need to present answers in 

writing, students have the task of proper grammatical expression of their utterance, which prompts them to analyze 

grammatical structures and search for additional information, which results in the expansion of the grammatical minimum. 

Additionally, the remote form of work has a positive effect on the performance of creative tasks. Since the review of the 

task is available only to the teacher, the student feels "safe" from value judgments and criticism from groupmates when 

performing creative tasks, which contributes to the formation of a positive attitude towards learning activities. 

 

Conclusion 

 
Moodle software allows the teachers and the students to interact effectively online, although distant learning has its 

advantages and disadvantages. Herewith, the students have a number of psychological, social and technical problems 

during distant learning. A number of students, using the technical capabilities of automated translators, seek to realize 

themselves during the educational process in a virtual environment, while other students are not prepared for such 

“lifeless” learning and lose their aspiration to study effectively. 
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Abstract 

 

The purpose of this study is to critically review and intensely emphasize the role organizational learning culture plays in 

promoting overall performance.  Investing in human, structural and relational capital, and harvesting commitment at the 

same time can bring about performance improvement. Information acquisition, distribution, and interpretation to 

organizational memory comprise the essence of organizational learning, which can, accordingly, bring about cognitive and 

behavioural changes by transforming tacit into explicit knowledge; or even forming new one via experimentation and 

information-sharing systems related to learning processes.  An enduring, strong-cultured organization involves the 

exchange of knowledge among organizations, teams, individuals and the environment.  Organizational performance is 

measured both in terms of quantitative and qualitative data, is influenced by a variety of factors either implicitly or 

explicitly and can be approached by subjective and objective ways.  To this end, organizations, whether private or public, 

by acknowledging that learning culture is critical for their success, can grow and thrive in an ever-changing environmental 

loop, and achieve overall (operational and financial) performance.  

 

Keywords: organizational performance, organizational learning culture. 

 

Introduction 

 

With the continuous expansion of global economy, the intensification of a general unstable economic environment, the 

rapid changing evolution of technology and the constant demand for innovative schemes, organizations are faced with 

competitive pressures and an onward need for behavioural reinvention of their employees and improvement of their 

learning capabilities in order to achieve organizational performance improvement. 

 

Aristotle said, “We are what we repeatedly do” (384–322 BC).  Fostering desirable behavioural and cognitive changes can 

derive from the application of a protrusive and enhancive organizational learning culture.  Yet, a variety of problems can 

arise from inappropriate organizational learning culture, i.e., relinquishment of impending innovations or changes, poor or 

distorted knowledge management, achievement of inferior performance.  As knowledge has become a key factor for 

viability and productivity, the organizational learning culture is of essential significance and leverage when attempting to 

advance organizational performance. Organizational performance is inextricably linked to and directly associated 

with individual performance; they are considered interchangeable, since individual change can foster organizational 

development.  
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Literature Review 

 

 Organizational Learning Culture 

“Our People need Training, not Socializing.”  

(Bingham and Conner, 2010, p. 24)  

 

Organizational culture (corporate culture or business culture) refers to culture in any type of organization, profit or non-

profit, private or public.  Culture, in its subjective nature, entails the organization’s vision, values, norms, systems, 

symbols, language, assumptions, beliefs and habits (Needle, 2004; Belias and Koustelios, 2014), along with history, 

memory, artifacts and management style.  A cultural perspective is concerned with what is shared across the organization 

and fundamentally influences what organizations do.  Organizational culture, constituent of which is the learning culture, 

seems to encompass all these intangible and tangible traits that affirm an entity its identity.  

 

Organizational learning and the learning organization concept are notions derived from the matrix of the organizational 

learning culture, which is primarily formed when an organization recognizes learning as absolutely critical for its business 

success (Wang et al, 2007). However, although the terms ‘organizational learning’ and ‘learning organization’ are used 

somewhat interchangeably in the literature, as Odor (2018, p.5) notes they are two different concepts. Organizational 

learning is a process that leads to an ideal state of a learning organization. Organizational learning can also be defined as 

the outcome of processes ranging from information acquisition, distribution, and interpretation to organizational memory; 

through these processes, organizations discern useful knowledge worth storing in organizational memory (Huber, 1991). 

Organizational learning has also been conceptualized as knowledge creation through the process of transforming tacit into 

explicit knowledge (Nonaka and Takeuchi, 1995).  In fact, all learning organizations have organizational learning as 

indissoluble part and source of their organizational culture. A learning organization is a collective entity that helps to 

enhance organizational learning by creating structures, strategic fittings and strategic crafting, and focusing on systems, 

principles and characteristics that promote exactly that. 

 

The Organizational Learning Culture (OLC), as a set of norms and values, encourages and supports systematic practices 

and in-depth approaches of learning and training to reinforce the function of the organization itself, through high-level 

knowledge and experience acquisition (Skerlavaj et al. 2010). The key elements of an organizational learning process that 

are used are information acquisition, distribution, interpretation, and behavioral and cognitive changes.  Organizations 

must be strategic, innovative and creative to be able to grow and thrive by alongside recognizing the learning culture of the 

organization as absolutely critical for its success.  They must also build a strong team of talented individuals who can, 

collectively, help the company reach its strategic goals, while at the same time nurture an engaging and energizing 

environment.  In Hosseini et al. study (2020), it has been suggested that the degree to which the leader’s messages on 

culture are accepted by employees indicates how homogeneous (or heterogeneous) the organizational culture is.  

From the strategic perspective, the starting point of organizational learning starts from the individual, passes through the 

rest of the organization and becomes embedded in its structure (Watkins and Marsick, 2003), that is why it needs to depend 

on clear organizational goals, a culture and structure of sharing and a web of organizational subsystems to achieve learning 

results.  Odor (2018), quoting Argyris and Schon (1978), states that in every organizational culture there are basically three 

levels of organizational learning and exchanges of knowledge: the individual level, the group level and the organizational 

level. 

 

Baía and Ferreira (2019) by attempting to assess dynamic capabilities and performance relationship referred to Teece’s et 

al. (1997) dynamic capability (DC) concept, under whose perspective the learning culture of an organization is viewed as 

having a positive effect on performance and enhancing it.  The resource-based view (RBV) theory has also been widely 

used in the studies of organizational performance (Innocent, 2015).  Mainly based on Barney's (1991) article "Firm 

Resources and Sustained Competitive Advantage", which is a managerial framework used to determine the strategic 

resources a firm can exploit to achieve sustainable competitive advantage, is co-opted by Wilkens et al. (2004) who claim 

that organizational learning culture is both a resource and a dynamic capability for an organization. They suggest that 

organizational dynamic capabilities and core competencies can be generated by socio-technical processes of knowledge 

management and organizational learning culture.  Based on a knowledge-based view (KBV), Abdi et al. (2018) found that 

if an organization strives to improve its innovative capabilities, it needs to focus on fostering an appropriate cultural 

environment which embraces continuous learning.  Organizational learning can be considered as a culture enhancing 

mechanism that directs all members of the organization towards a shared vision of innovativeness in all core processes and 

products. 

 

Generally speaking, organizational learning theory posits that organizational capacity must be built on learning.  The key 

to a successful organization is to have a culture based on a strongly held and widely shared set of beliefs that are supported 
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by strategy and structure. A strong cultured organization has three main characteristics: members of this culture 

comprehend how top management wants them to respond to any situation, they themselves feel and understand that the 

expected response is the proper one, and lastly but not least they are aware of their subsequent reward for demonstrating 

the organization's values.  Lastly, it needs to be emphasized that organizational learning culture is not merely the sum of 

individual learning, but also involves the exchange of knowledge among organizations, teams, individuals and the 

environment.   “Organizations learn only through individuals who learn. Individual learning does not guarantee 

organizational learning. But without it no organizational learning occurs” (Senge 1990, p.139).  After all, the human factor 

is a decisive source of competitive advantage (Belias et al., p.192).  When there is a genuine goal and a shared vision, 

people excel and learn, not because they are told to, but because they want to.  When individual performance becomes 

group performance it can roll up into organizational performance. 

 

Organizational performance  

 

What change we are trying to effect is a key question for every organization. According to Koohang et al. (2017), 

organizational performance indicates the progress and development of an organization. Better performance depends on the 

overall performance of the organizations that is directly linked to human resources, i.e., employees (Berberoglu, 2018).  

Organizational performance is measured both in terms of quantitative and qualitative data.  Many studies have found 

significant positive correlations between dimensions of a learning organization and perceived organizational performance 

including financial, knowledge, and mission performance (Watkins and Kim, 2018). 

 

Organizational performance is influenced by a variety of factors either implicitly or explicitly.  Murray (2003) referred to 

internal and external factors as the major variables influencing organizational performance. Yeo (2003) viewed 

organizational learning culture as one of the most important internal factors affecting organizational performance.  Yang et 

al. (2004) showed that organizational learning reinforced individual and group performance, and transmission of 

knowledge to the system improved organizational performance. Lutsenko (2018) addresses Zollo and Winter (2002) who 

stated that organizational learning mechanisms such as accumulated knowledge and innovation, circulation,  coding and 

decoding, sharing and practicing, i.e., the entire learning culture influences dynamic capability, and further shows that 

there is a positive relationship between the entrepreneurial orientation and organizational performance. 

 

Organizational learning culture seems to be linked to organizational performance, directly or indirectly.  Watkins and Kim 

(2018) mention that recent DLOQ studies using structural equation modeling found that learning organization dimensions 

positively affect aspects of intangible performance, i.e., knowledge and adaptive performance. This suggests that a learning 

culture directly enhances the knowledge creation and innovation systems of the organization. Moreover, these studies 

showed that a learning organization can eventually promote tangible financial performance indirectly through mainly 

intangible knowledge performance. 

 

Wheeler (2002) stated that customer value is created by embedded organizational learning.  Ciborra and Andreu (2001) 

maintained that the organizational learning interferes with an enterprise’s core competencies (resources and capabilities).  

Liu et al.  (2018) found that organizational learning is the most critical attribute for improving the relationships between 

shared goals, dynamic capabilities, and social capital to achieve competitive advantage and reinforce performance.  

Numerous studies have maintained that the company’s resources influence its competitive advantage and, sustained 

competitiveness and business performance respectively by integrating the newly acquired knowledge into its processes and 

general culture (Mohamed and Bett, 2018).   

 

Many studies, though, have concentrated on an organization’s financial performance and not on operational or overall 

performance or on specific areas, such as service quality, market share or customer loyalty (e.g., Spicer and Sadler-Smith, 

2006; Correa et al., 2007).  For instance, a measure of customer satisfaction could give an indication of future cash flow 

(Maduekwe and Kamala, 2016).  Most of the researchers believe that learning increases the performance of organizations 

as a whole. Saleh et al. (2018) defined operational performance as a performance that is linked to the internal operations of 

an organization, for instance productivity, product quality, and customer satisfaction. 

 

It should also be noted that performance measurement can be approached by two other ways: subjectively and objectively. 

According to Sethibe and Renier (2016), objective scales are more concrete and realistic, but are mostly restricted to fiscal 

data, not covering other organizational domains, and limited to specific breadth and scope of organizations. On the other 

hand, subjective scales are less realistic or reproducible, but provide a rich description of organizational effectiveness with 

respect to their competitors and a broader range of organizations to be compared within a single study.  It remains a matter 

of organizational orientations and management attitudes as to what approach to choose or if a combination of the two 

would be more fruitful.  

 

The effect of organizational learning on performance seems to be even more complex.   
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It has been noticed that most research studies have focused on private organizations’ learning culture and the factors that 

affect or/and promote it.  Few studies have been conducted about organizational learning and learning organizations in the 

public sector (e.g., Norashikin et al., 2016) and its impact on performance.  Public sector organizations are primarily 

different from private sector organizations in terms of philosophy, core values, goals, leadership, effects, outcomes and 

reform.  According to Christensen (2020), the scope of public sector activity is also fundamentally different to that of the 

private sector. Public sector organizations are multi-functional, political, more influenced to external as well as internal 

pressures, legislation and governmental regulations. They are inherently more complex and of mainly bureaucratic nature; 

hierarchy, control and routines dominate the culture of these organizations.  The level of performance in public service 

organizations in Greece seems to vary.  This variation could be easily attributed primarily on the lack of a kind of 

organizational culture that promotes learning; learning that will be respective to employees’ needs. That is why the need 

for publicly driven organizations to actively become and be shaped into learning organizations by building an effective 

learning culture seems nowadays more important than ever.  

 

Learning formulates a culture that significantly “contributes to the continuous improvement of a firm, as it facilitates 

efficient adaptations to challenging environments (Cunningham and Gerrard, 2000), self-transformation (Watkins and 

Marsick, 1993) and expanded capacity to shape its own future (Senge, 1990). This learning ability to adjust to any initially 

unforeseen changes in the environment should be the continuing and driving force for all viable organizations. 

Organizational learning culture has been linked to employee and organizational performance as well as to psychological 

and economic outcomes” (Pantouvakis and Bouranta, 2013).  

 

Measuring organizational learning culture  

 

Due to the crucial importance of Organizational Learning Culture in the current dynamic and competitive environment, it 

is critical to find a valid means of measurement to assess OLC in organizations.   This measurement not only assists top 

management to understand which factors affect OLC, and which factors of the learning culture affects and gives value to 

the organization itself, but also represents a key tool to find weaknesses and threats and transform them into strengths and 

opportunities to improve the position of the organization in the current fast changing environment.  Scholars have depicted 

organizational learning as a complex and multi-dimensional construct and to measure the dimensions of organizational 

culture certain instruments were formulized.  Four well established and fairly recent instruments set out to measure 

organizational learning culture, namely: 

 

Marsick and Watkins (2003) developed the most prominent measure of the organizational learning culture: the 

‘Dimensions of the Learning Organization Questionnaire’ (DLOQ), which meets the three criteria of comprehensiveness, 

depth, and validity, and also integrates important attributes of the learning organization, including both people-oriented and 

structure-oriented components.  This model has seven distinct, but interconnected dimensions that are in accordance with, 

as they state, the four levels of a learning organization: the individual level: dimensions 1. Continuous learning and 2. 

Dialogue and inquiry; ii) the team or group level dimension: 3. Team learning and collaboration iii) the organizational 

level dimensions: 4. Embedded systems and 5. Empowerment; and iv) the global level dimensions: 6. Systems connection 

and 7. Strategic leadership.  The internal structure of the measure, especially in terms of discriminant validity is essentially 

dependent on Cronbach’s alpha. However, this framework provides sufficient measurement domain, since it sets a broad 

definition of the construct of the learning organization and due to its analytical and conceptual development, Watkins and 

Marsick’s frame has been effective in a number of studies. 

 

The Learning Climate Scale (LCS), developed by Nikolova, van Ruysseveldt, de Witte and van Dam (2014), met the need 

for a short, validated, multidimensional scale with good psychometric properties that taps into the core aspects of the 

learning climate construct. The LCS offers a general measure of organizational policies and practices aimed at facilitating, 

rewarding, and supporting employee learning behavior.  

Their study distinguished three dimensions that appear to be present in most existing conceptualizations of culture and 

learning climate: the provision of facilitation for learning (e.g.,, support and opportunities); the provision of appreciation 

for learning activities (i.e., material and non-material rewards); and the provision of tolerance for learning-related errors 

(error avoidance). The LCS’s initial validity evidence regarding the internal structure and relations to other variables is 

promising. 

 

Bartram et al. (1993) developed an even-item measure, the Learning Climate Questionnaire (LCQ) which is a multifaceted 

instrument that has its roots in Argyris and Schön (1996) conceptualization that organizational learning occurs when 

individuals within an organization are faced with certain problems and make an effort to deal with them. Their item-pool 

consists of: management relations and style; time; autonomy and responsibility; team; style; opportunities to develop 

guidelines on how to do the job; contentedness.  Subsequent analysis revealed some kind of modest support for the 

assumed dimensionality. In some way, it seems to lack empirical distinctiveness. 
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The work of Hilkenmeier and Schaper (2015) shows multiple factors of a beneficial learning culture. They developed the 

Learning Culture Inventory (LCI) as a measure of an organization's learning culture that could also predict the participation 

and performance in formal and informal learning activities, and members’ perceived values and beliefs about the 

importance of learning.  Their model entails six dimensions: learning conditions; learning offerings; co-worker support; 

supervisor support; external exchange; and encouraged proactivity.  The LCI seems to somehow outperform the competing 

measurement instruments in predicting several learning related outcomes such as participation and performance in informal 

learning activities. It shows good psychometric properties and its internal structure is stable as shown by multi-group 

analyses.  

 

All the above-mentioned measures use a 5, 6 or 7-point Likert scale ranging from 1 = Strongly disagree to 7 = Strongly 

agree. 

 

Importance of Research 

 

The link, indirect or direct, of learning culture on organizational performance has been investigated under perhaps even 

different scopes or elements by a number of scholars.  That alone depicts its importance in the organizational and 

management world.  Norashikin et. al (2015) conducted a preliminary study concerning the learning organization culture, 

organizational performance and organizational innovativeness in a public institution of Higher Education in Malaysia.  

Their statistical results, from 40 academics, indicated significant positive associations between all variables.  Continuous 

learning was found to be the highest correlated with organizational performance while collaboration and team learning was 

found to be highly associated with organizational innovativeness. 

 

Battistella et al. (2020) through their study extended the knowledge on sustainable organizational learning in sustainable 

companies, based on Edward’s integral cycle of learning (2005).  They found a wide variety of sustainable practices, such 

as experimentation and information-sharing systems, related to learning processes.  In fact, it was found that sustainable 

companies learn through social rather than reflective learning, in relationships with internal and external stakeholders, and 

by concrete actions to implement environmental and social impacts.  Likewise, Asiaei and Jusoh (2015) proceeded in 

empirically exploring intellectual capital (IC) from a multidimensional perspective and its relationship with organizational 

performance (OP) within 128 Iranian public listed companies.  The findings suggested that organizational culture plays a 

significant role in developing human and structural capital.  They also confirmed that investing in human, structural and 

relational capital could potentially bring about OP improvement. 

 

Hosseini et al. (2020) examined the possible relationships between leadership style, organizational culture, and 

organizational learning in a particular firm and discovered that the leadership style had a positive and significant effect on 

organizational culture, and organizational culture, in turn, worked out a positive and significant effect on organizational 

learning. Wiyana and Sriathi (2021) studied the effect of organizational learning on employee performance.  Their purpose 

was to analyze the effect of organizational learning on employee performance with organizational commitment as a 

mediating variable and found that organizational learning has a positive and significant effect on employee performance 

and organizational commitment. 

 

Alshammari (2020) study investigated the impact of human resource management practices, organizational learning, and 

organizational culture and knowledge management capabilities on organizational performance in Saudi organizations.  

They drew a sample of 215 human resource managers from service, non-industrial, sectors and attempted to explore the 

escalating effect of HR management interfering in organizational learning, intensifying the organizational performance and 

knowledge management capabilities in a specific organizational culture by employing structural model estimates and factor 

analysis. They concluded that HRM practices significantly affect knowledge management, organizational culture, 

organizational performance, and organizational learning. 

 

Debebe (2020) studied the effects of leadership styles and organizational culture on overall performance.  His research 

reached the conclusion that, even if effective leadership style is an indispensable tool for organizational performance 

improvement and has a significantly positive correlation with organizational performance, it is only one of the key driving 

forces for improving organizational performance.  Organizational culture, one the other hand, enhances organizational 

performance by making employees become committed to the philosophy and values of their organizations, by facilitating 

communication and decision making and by creating cooperation among members (Aspridis et al, 2018).  He claimed that 

positive organizational culture supports adaptation and enhances employees’ job performance by motivating them toward 

the attainment of corporate objectives, which will subsequently improve organizational performance. 

 

Accordingly, this conceptual research could offer an insight to Human Resource Development scholars and practitioners, 

who are interested in improving organizational performance.  This study re-emphasizes the importance learning and 

knowledge, generated and imparted via the organizational learning culture, have on overall performance.  Creating and 

maintaining sustainability and competitive advantage(s) involves regeneration of methods and practices.  Organizational 
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learning culture determines the propensity of organizations to construct and implement knowledge. This knowledge, in 

turn, can effectuate the formation of a new, more powerful culture, which comprises new values, norms, beliefs, 

assumptions, and admirable behavior that will fortify the organization and offer the ability to preserve its position in the 

marketplace, in a manner that ensures and promotes its competitive advantage and superior performance. 

 

Discussion and conclusions 

 

Whether the reference organization is small or big, public or private, profit or non-profit the effect of the organizational 

culture, and specifically in this case, the organizational learning culture, is a key administrator of its performance.  As has 

been suggested by a number of studies, as the years pass by, the need to explore learning attributes and outcomes 

concerning organizations’ performance in a variety of aspects is intensifying.  In this era, organizational learning has been 

reinvented as powerful dynamic capability.  In a social, economic and cultural environment that continually shifts its core, 

organizations need to remain effective and creative in order to maintain and upskill their status. Organizations with an 

empowering learning culture significantly outperform their peers. Empowerment can be achieved if employees have at 

hand the appropriate resources and are soldiered up by the strength of knowledge.  Thus, learning can empower, inspire 

and influence ‘team members’ to abandon conventional performance in simply carrying out their tasks modestly, and 

exemplify in innovative schemes and transformational competencies. Freedom of creativity, inclusive philosophy, 

interactive learning and solid comprehensive specialization can smooth or even eliminate the difference between 

perceived, expected and ideal performance; and that is a topic sentence that needs further elaboration in further future 

studies. 
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Abstract 

The article considers the structure of working capital for two agricultural enterprises of the Belgorod region: SPK «Gorin 

collective Farm» and LLC «Rusagro-invest» according to the main forms of accounting (financial) statements: the balance 

sheet and the report on financial results. A brief description of the research objects in terms of production orientation is 

given. A comparative analysis of the structure of current assets for the analyzed period was carried out, and indicators of 

the efficiency of their use were calculated: the turnover ratio of current assets, the duration of one turnover of assets, and 

their profitability. Absolute, fast, and current liquidity ratios were estimated, and the share of reserves in short-term 

liabilities was calculated. Conclusions of the obtained results are made. The structure of current assets is proposed for their 

optimal ratio for the further solvency of the analyzed agricultural enterprises. 

Keywords: Working Capital, Liquidity Ratios, Profitability. 

Introduction 

The implementation of production and financial activities of an agricultural organization is associated with the availability 

of current assets. Proper organization, safety and efficiency of the use of current assets are of great importance for the 

implementation of the production process, the stable financial condition of the business entity, and full-fledged monetary 

circulation. 

The relevance of capital structure theory to firm performance was first emphasized by Modigliani and Miller (1958). The 

theory states that the decision on a company's capital structure is irrelevant to the firm's value in the absence of bankruptcy 

costs, asymmetric information, transaction costs, no taxes, and in an efficient market with uniform expectations. 

Current assets, ensuring the continuity of the production process, largely determine the effectiveness of the current 

activities of the agribusiness organization. Accounting and analytical support of the organization's current activities should 

minimize the risks associated with the choice of sources of financing of current assets, identify reserves for improving the 

efficiency of their use. Analysis of current activities primarily involves assessing the need for current assets, analyzing the 

effectiveness of developed plans, and correctly budgeting current assets. The main assessment of the need for current 

assets in the agribusiness organization is carried out annually at the time of approval of the annual budget (Golovina, L. 

and Anokhina, O., 2013, Zolotarev, S. and Zolotareva, O., 2018). 

Сcurrent assets of agribusiness organizations are a set of current assets of production and circulation advanced to ensure 

reproduction,  they are constantly in circulation, ensuring the smooth functioning of production, product sales and revenue 

generation. They are not consumed, not spent, but advanced, returning after the sale of products (goods, works, services) to 

the starting point of their cycle (Zdorovets, Yu. and Leveshko, V., 2018). 

 

The analysis of current assets occupies an important place in the analysis of the financial condition of an agricultural 

organization (enterprise), since they perform a service function in relation to its economic activities. in the process of 

turnover of current assets, profit from sales is formed, which is the main source of funds, it is it that ensures the successful 

functioning of a commercial organization (Michalak, A. (2013). 

 

Data and methodology of the study 

 
In order to obtain the results of a comparative analysis of current assets, we will analyze and evaluate the indicators of the 

state, structure and efficiency of their use according to the accounting (financial) statements of agricultural enterprises: 

SPK «Gorin Collective Farm» and LLC «Rusagro-Invest» for 2017-2019. 
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SPK «Gorin Collective Farm» is a multi-profile, highly profitable, dynamically developing agricultural enterprise. The 

collective farm annually increases production volumes, steadily increases efficiency, strengthens the material and technical 

base and comprehensively develops the social sphere, creating conditions for productive work and comfortable living. 

 

Rusagro Group of Companies is the largest vertical agricultural holding in Russia. Currently, it occupies a leading position 

in sugar production, pig breeding, crop production and fat and oil business. 

During the analyzed period, the objects of the study are characterized by profitable enterprises, however, the structure of 

current assets is different in composition and structure, and, accordingly, the indicators of the effectiveness of their use 

differ significantly. Until now, experts can not form the optimal structure of current assets, and therefore these objects of 

research were chosen. Each agricultural enterprise determines the amount of its own working capital required to ensure 

uninterrupted business operations based on the specific conditions of supply, production, sales, and calculations. To do 

this, the specialists of the agro-industrial complex annually normalize working capital by individual types and determine 

the standard of working capital in monetary terms. 

 

The structure of current assets is influenced by the following factors: specialization (field of activity), development stage of 

the organization, the nature of economic relations with other enterprises, the level of marketability of production, as fiscal 

discipline, inflation, seasonal fluctuations, demand. 

 

Information about the investment of the company's capital in specific assets and tangible assets is contained in the balance 

sheet. rational allocation of capital is important for the effective operation of the enterprise as a whole. The composition 

and structure of current assets of SPC "Gorin Collective Farm" and LLC "Rusagro-Invest" for the reporting year are shown 

in Figure 1. 

 
 

Fig. 1: Composition and structure of current assets in SEC "Gorin Kolkhoz" and LLC "Rusagro-Invest" in 2019 
 

Source: Calculated from the annual reports of the organizations under study 

 

In the SEC "Gorin Collective Farm" in the structure of current assets in 2019, the largest share is occupied by reserves, the 

size of which amounted to 1144,620 thousand rubles in 2019 (or 43.18% in the structure of current assets). Accounts 

receivable and cash and cash equivalents account for approximately 30% each, and the share of value added tax on 

acquired valuables is insignificant (0.29%). In Rusagro-Invest LLC, the amount of reserves amounted to 954,261 thousand 

rubles, in the structure of current assets they occupy the largest share - 47.74 %. If the share of funds in the SEC is 30 %, 

then in the LLC only 0.002%, the funds are directed to short-term financial investments. In the structure of current assets, 

they make up 41.74%. Consider the performance indicators for the use of current assets based on the data defined in table 

1. 

 

From the data in Table 1, it can be concluded that the analyzed companies are generally profitable in their economic 

activities. Assessing the most important performance indicators, it is worth noting that in the SPK «Gorin Collective Farm» 

they are declining, while in LLC «Rusagro-Invest» on the contrary, they are growing. Thus, revenue from sales in the SPK 

decreased in 2019 compared to 2017 by 115775 thousand rubles, profit from sales – by 93610 thousand rubles. The 
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increase in these indicators in LLC occurred by 3442415 thousand rubles and by 1901332 thousand rubles. 

During the analyzed period, both companies made additional investments in current assets, as evidenced by the increase in 

the average value of the remaining current assets. In the SPK, the increase was mainly due to an increase in accounts 

receivable and cash, in LLC – due to an increase in the value of inventory. 

 

Turnover for the analyzed periods continues to decline steadily in the SPK 0.73 and 0.43, respectively, in LLC, which is a 

negative trend indicating the decline in production, sales, lowering the resource efficiency, overall profitability, and 

enhance instability of financial condition. 

 

Table 1: efficiency of use of circulating assets 

 

  

Показатели 

SPK «Сollective farm of a name 

Gorin» 

LLC «Rusagro-Invest» 

2017 year 2018 year 2019 year 2017 year 2018 year 2019 year 

Revenue, thousands of rubles 2038362 2117899 1922587 9847940 10061647 13290355 

Cost of sales, thousands of 

rubles 
1600098 1677515 1570327 6524317 5764259 8536661 

Profit from sales, thousands of 

rubles 
438264 440384 344654 921933 2852089 2823265 

Number of days in the billing 

period 
360 360 360 360 360 360 

The average cost of the balances 

of current assets, thousands of 

rubles including: 

1733400,5 2186221 2548690 5127803 6848212 8916910 

reserves 1104763,5 1066544,5 1090827,5 4044082,5 4657158 5043817,5 

accountsreceivable 406520 654233,5 700117,5 585026 879723 959355 

money 222024,5 465443 757745 4858,5 9207 8673 

Turnover ratio of current assets, 

including: 
1,18 0,97 0,75 1,92 1,47 1,49 

reserves 1,45 1,57 1,44 1,61 1,24 1,69 

accountsreceivable 5,01 3,24 2,75 16,83 11,44 13,85 

money 9,18 4,55 2,54 2026,95 1092,83 1532,38 

The duration of one turnover of 

assets, days 
306 372 477 187 245 242 

including:       

reserves 249 229 250 223 291 213 

accountsreceivable 72 111 131 21 31 26 

money 39 79 142 0 0 0 

Duration of the operating cycle, 

days 
320 340 381 245 322 239 

Average amount of accounts 

payable, thousands of rubles 
81821,5 87135,5 104116 3191913 4295683,5 3434523,5 

Turnover ratio of accounts 

payable 
24,91 24,31 18,47 3,09 2,34 3,87 

Period of repayment of accounts 

payable, days 
14 15 19 117 154 93 

Duration of the financial cycle, 

days 
335 355 401 361 476 332 

Ratio of accounts receivable to 

accounts payable 
4,97 7,51 6,72 0,18 0,20 0,28 

Returnoncurrentassets, % 25,28 20,14 13,52 17,98 41,65 31,66 

Source: Calculated from the annual reports of the organizations under study 

 

Moreover, turnover decreased both due to the growth of current assets and due to a decrease in revenue. The duration of 

turnover is a decoding of the turnover indicator and shows how many days the current assets go through a full cycle. The 

rate of inventory turnover is one of the most important factors affecting the overall turnover of current assets. The 

inventory circulation period is the average period of time required to convert raw materials into finished products and then 

sell them (Kitaev, Yu., 2019). 
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In 2019, the turnover of stocks in the collective farm decreased slightly by 0.01 (from 1.45 to 1.44). At the same time, the 

opposite trend is observed in «Rusagro-Invest» LLC, which indicates an increase in production rates, efficient use of 

reserves and a rational economic policy in the field of purchasing materials and selling finished products. 

 

The repayment period of accounts receivable is the ratio of the duration of the analyzed period to the turnover ratio of 

accounts receivable. In 2019, the period of repayment of accounts receivable increased in both organizations by almost 59 

and 5 days, respectively, therefore, its turnover decreased. This indicates an increase in commercial credit provided by the 

enterprise, the release of diverted funds from turnover and, most importantly, the slowing down of the payment process for 

products sold. 

 

The period of cash turnover for the analyzed period in the SPK «Gorin Collective Farm» increased (from 39 to 142 days), 

which indicates a decrease in the efficiency of their use, a slight decrease in the liquidity of working capital and its 

turnover, and also indicates the withdrawal of funds from circulation. In LLC «Rusagro-Invest» for the analyzed period, 

their share in current assets is too small to consider it significant. 

 

The indicator of return on current assets for the analyzed period in «Rusagro-Invest» LLC increased by 13.68 % and 

amounted to 31.66 % in the reporting year. This indicates an increase in the efficiency of the use of current assets, while 

the opposite trend is observed in the SPK «Gorin Collective Farm».  

 

An integral part of the analysis of current assets is the assessment of their impact on the state of liquidity and solvency. 

Current assets have different degrees of liquidity in the event of their possible sale. For the analysis and assessment of the 

level of liquidity of enterprises, as a rule, the following coefficients are calculated, reflected in Table 2. 

 

Table 2: dynamics of liquidity ratios at the end of the year for 2017-2019 

 

№ 

 
Indicators 

SPK «Сollective farm of 

a name Gorin» 

LLC «Rusagro-Invest» 

Years 

2017  2018  2019  2017  2018  2019  

1. Absoluteliquidityratio 2,49 2,47 2,53 0,12 0,28 1,01 

2. Quickliquidityratio 9,49 4,70 4,77 0,23 0,19 1,11 

3. Currentliquidityratio 22,2 8,12 8,44 0,87 1,40 2,20 

4. Share of inventories in short-term liabilities 12,74 3,41 3,64 1,05 0,93 0,87 

 

The absolute liquidity ratio shows how much of the company's accounts payable can be repaid immediately, i.e. how much 

of its short-term liabilities can be repaid immediately from funds in various accounts, in short-term securities, as well as 

receipts from settlements with debtors. The value of this indicator should not fall below 0.2. As you can see, in the SPK 

«Gorin Collective Farm» this indicator is several times higher than the standard indicator, which indicates an irrational 

capital structure, too high a share of non-performing assets in the form of cash and money in various accounts. In Rusagro-

Invest LLC, this indicator in the reporting year indicates a high solvency of the enterprise, but there is also a lack of proper 

financial management – the funds are in the accounts and do not participate in the turnover, which means a decrease in the 

profitability of the business. What can not be said about the work of 2017, because the coefficient is 0.12, which is close to 

the standard value. 

 

The quick liquidity ratio shows how much liquid assets of an enterprise, i.e. all current assets with the exception of stocks, 

cover its short-term liabilities (Anichin, V., Dorofeev, A. and Vascheikina, Yu., 2017). This indicator determines what 

share of accounts payable can be repaid at the expense of the most liquid assets, i.e. it shows how much of the company's 

short-term liabilities can be immediately repaid at the expense of funds in various accounts, in short-term securities. The 

recommended value of this indicator is from 0.7-0.8 to 1.5. In both organizations, liquid assets cover short-term liabilities. 

 

The current liquidity ratio indicates whether companies have funds that can be used to repay their short-term liabilities 

during the year. This is the main indicator of the company's solvency. In world practice, the value of this coefficient should 

be in the range of 1-2. As you can see, the value of the coefficient of the SPK «Gorin Collective Farm» is greater, this 

indicates an irrational use of the assets of the cooperative. In Rusagro-Invest LLC, the value of the current liquidity ratio is 

below one, which indicates that the enterprise is insolvent, i.e. at the expense of current assets, the company cannot pay 

even current liabilities in full.  

 

It should be noted that the required level of solvency of an enterprise is determined by the structure and condition of its 

assets and liabilities. We will calculate the structure of current assets for their optimal ratio. The recommended values of 

the current liquidity ratios are 2, the quick liquidity ratio is 0.6–0.8, and the absolute liquidity ratio is 0.2–0.25. 
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Methods 

 
The study uses analytical methods for studying economic phenomena. More attention is paid to the comparability of 

indicators for analyzing the dynamics of current assets. The main sources of information for the analysis were used data 

from the accounting (financial) statements of the objects of the study. 

 

Results 
 

For a manufacturing enterprise, the most important role is played by determining the share of absolutely liquid current 

assets that will ensure its solvency. Let such a sharebe equal to 20 percent. Any production company decides what share of 

current assets will be accounted for by stocks. In Russia, stocks are considered a more liquid asset, while in the world, 

accounts receivable are considered a more liquid asset. Let the share of such assets be more than 50 %. Accordingly, the 

share of accounts receivable is about 30 % . 

 

In accordance with the criteria for ensuring the liquidity of the enterprise, the amount of inventory balances in the 

enterprise should not exceed short — term liabilities by more than 1.4 times; accounts receivable — by 0.55 times; cash-by 

0.5 times. That is, the maximum allowable ratio between elements of current assets should be: Inventories: Accounts 

receivable : Cash = 1.4 : 0.55 : 0.5 Short-term liabilities or Inventories : Accounts receivable : Cash = 2,8 / 1,1 / 1. The 

same time, the minimum allowable ratio is as follows: Inventory : Accounts receivable : Cash = 0.4 : 0.35 : 0.25 Current 

liabilities or Inventory : Accounts receivable : Cash = 1,6 / 1,4 / 1 The results of the calculations are shown in Table 3. 

 

Table 3: structure of current assets for optimal ratio 

 

Assets Years Criterion 

2017 2018 2019 min max optimal 

SPK «Сollective farm of a name Gorin» 

Reserves, thousands of 

rubles 

share in short-term 

liabilities 

 

1 103 814 

 

0,08 

 

1 029 146 

 

3,41 

 

1 144 620 

 

3,64 

 

125 650 

 

0,4 

 

439775 

 

1,4 

 

282 713 

 

(0,4:1,4)*КО 

Receivables, thousands of 

rubles 

share in short-term 

liabilities 

 

626 267 

 

7,23 

 

682 200 

 

2,26 

 

718 035 

 

2,29 

 

109 944 

 

0,35 

 

172 769 

 

0,55 

 

141 356 

 

(0,35:0,55)*КО 

Cash resources, thousands 

of rubles 

share in short-term 

liabilities 

 

195 599 

2,25 

 

75 287 

2,44 

 

780 203 

2,48 

 

78 531 

0,25 

 

157 063 

0,5 

 

117 797 

(0,25:0,5)*КО 

Short-term liabilities, 

thousands of rubles 

86 609 301 449 314 125 х х х 

LLC «Rusagro-Invest» 

Reserves, thousands of 

rubles 

share in short-term 

liabilities 

3 840 854 

 

 

0,61 

5 473 348 

 

 

0,91 

4 555 890 

 

 

1,05 

1 734 454 

 

 

0,4 

6 070 590 

 

 

1,4 

3 902 522 

 

 

(0,4:1,4)*КО 

Receivables, thousands of 

rubles 

share in short-term 

liabilities 

 

667 400 

 

0,11 

 

1 092 046 

 

0,18 

 

826 664 

 

0,19 

 

1 517 648 

 

0,35 

 

2 384 875 

 

0,55 

 

1 451 262 

 

(0,4:1,4)*КО 

Cash resources, thousands 

of rubles 

share in short-term 

liabilities 

 

1 216 

0,0002 

 

17 198 

0,003 

 

148 

0,00003 

 

1 084 034 

0,25 

 

2 168 068 

0,5 

 

1 626 051 

(0,4:1,4)*КО 

Short-term liabilities, 

thousands of rubles 

6 223 140 5 908 553 4 336 136 х х х 

Source: Calculated from the annual reports of the organizations under study 

 

Thus, to ensure the solvency of the SPK «Gorin Collective Farm», it is necessary to review the structure of current assets. 

The minimum volume of reserves should be 125,650 thousand rubles, and the maximum-439,775 thousand rubles. The 

average amount should be 282,713 thousand rubles. At the same time, the minimum amount of accounts receivable is 
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109,944 thousand rubles, the maximum amount is 172,769 thousand rubles, and the average amount is 141,356 thousand 

rubles. Accordingly, according to this method, the minimum amount of funds should be 78,531 thousand rubles, and the 

maximum - 157,063 thousand rubles. the average amount should be 117,797 thousand rubles. 

 

Discussion 

 
All elements of current assets are part of a continuous flow of facts of economic life, and depending on the specific 

conditions of management, they can change their volume, but never completely leave the enterprise. Since the size and 

structure of current assets do not allow us to judge the effectiveness of management, it is necessary to compare the current 

assets of the organization with the sources of their financing. For this purpose, the net current assets indicator is calculated 

as the difference between the current assets and short-term liabilities of the organization (Golovaneva, E., Bozhchenko, Zh. 

and Bazovkina, E., 2020). 

 

The turnover of current assets reflects the efficiency of their use and is the most important characteristic of the business 

activity of the organization's managers. Depending on how quickly working capital is turned around, the financial 

condition of the organization, its solvency and financial stability depend. The faster the circulating assets are circulated, the 

less: 

a) the amount of capital required for advance payment; 

b) the need for additional sources of financing and payment for them; 

c) costs associated with the storage of inventory and material values (Bazovkina, E., Bozhchenko, Zh. and Golovaneva, E., 

2018). 

 

The indicator of profitability of current assets allows you to get a comprehensive assessment of the effectiveness of the use 

of current assets of an agribusiness organization. As a rule, the profitability of current assets is allocated as one of the key 

indicators of the organization's activity, for which a target value is set (Dobrunova, A., 2019). 

 

Conclusion 

 
Thus, we conducted a detailed analysis of the dynamics of the volume and structure of current assets. From which it 

follows that during 2017– 2019, the current assets of the studied enterprises (SEC "Gorin Collective Farm" and LLC 

"Rusagro-Invest") are increasing. In order to ensure the solvency of enterprises, it is necessary to optimize the structure of 

current assets by increasing their value or reducing short-term liabilities. SEC "Gorin Collective Farm" uses working 

capital irrationally, does not create financial reserves. Optimization of current assets should be carried out for each of their 

components. 

 

Any organization faces the risk of losing economic benefits as a result of excessive accumulation of funds without sending 

them into circulation. In the SEC "Gorin Collective Farm" there is a similar situation, while in LLC "Rusagro-Invest" more 

than 40 % of current assets are directed to short-term financial investments. Taking into account the fact that the company 

under normal operating conditions does not need to repay all its obligations at a time (due to different terms of payment of 

debts), it is not required to keep significant amounts of money in the accounts. This is fully reflected in the methodology 

for calculating the absolute liquidity ratio, the optimal value of which is 0.2 – 0.3 and means that the organization should 

be able to repay 20-30% of its short – term liabilities at any date at the expense of available cash and liquid financial 

investments of a short-term nature. Therefore, we have proposed an optimal ratio in the structure of the current assets of 

the organizations under study, which will have a positive impact on the liquidity and solvency of the companies. 
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Abstract  

Human Resources Management and Development (HRMD) has been evolving simultaneously with the technological 

advances and supporting organisations in the industry in the contemporary competitive environment. Virtual Reality (VR) 

and Augmented Reality (AR) are innovative technologies with a recognised potential in several fields and in industry and 

promising tools to support the HRMD processes in the manufacturing sector. This study analyses the perceptions of the 

potential of VR and AR in managing people by HRMD professionals operating in the manufacturing sector. Two online 

Focus Group were conducted with Portuguese HRMD professionals (n=14), to gather data on their conceptualisation, 

experience and perspective about VR and AR. The results suggest that knowledge on these technologies and associated 

concepts are not very clear and the experiences with these tools are not frequent. Gaming was the context identified as the 

most commonly associated to VR and AR knowledge and experience. VR and AR were assumed to be strong allied tools 

to HRMD professionals, for Human Resources (HR) area and for a set of processes: training, onboarding, recruitment and 

selection, organisational culture, attraction, and retention. Within these, training was the HR practice more indicated as 

with the most potential for it. These results will contribute to HR professional’s awareness on the potential of VR and AR 

in HR and supported them to identify specific potentialities in HR processes. We suggest that future studies explore other 

activity sectors of economy activity and more deeply the potentialities of VR and AR in each of the HR processes.  

 

Keywords: Augmented Reality; Human Resources; Manufacturing Sector; Virtual Reality  
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Abstract  

 
In recent years, we have heard of the term CRM; however, few know the complete name and especially what it is used for. 
Currently, companies or organizations have to deal with the management of considerable information generated in lead 
acquisition, customer service, sales management as well as in customer satisfaction evaluation. This report is a systematic 
review of the literature and aims to help discover countries where recent studies have focused on and provide a broad 
perspective related to CRM applications, their classification, the criteria that demonstrate their effectiveness, main problems, 
and sectors where the CRM tools are being applied, resulting in context that specifies current gaps and scope of future 
research. In this study, we extracted 7,500,402 articles from 11 digital libraries selected by the authors, with digital sources 
such as Taylor & Francis Online, ProQuest, Springer, IEEE Xplore, and Science Direct standing out. After a detailed review 
process, only 85 publications were considered based on defined exclusion criteria. 
 
Keywords: Systematic literature review, Customer management, Customer relationship management 
 
Introduction 

 
CRM refers to a customer relationship management solution, usually oriented toward managing three basic areas: sales 
management, marketing, and after-sales or customer service. The use of a CRM is part of a customer-oriented strategy 
wherein all actions have the ultimate goal of improving customer service and relationships with customers and leads. 
 
The CRM tool and customer orientation provide demonstrable results, both for having a structured commercial management 
that boosts sales productivity and for offering in-depth knowledge of the customer, allowing for more effective marketing 
campaigns to be planned. The customer service functions of a CRM tool also boost customer loyalty and satisfaction, both 
of which have a positive impact in terms of recurring and cross-sales. 
 
The literature review process shows that new technologies in relation to CRM will be one of the next technological 
revolutions. We herein focus on identifying the prevalent characteristics of a CRM. A detailed review of the techniques has 
been conducted to identify the existing research gaps in the literature. 
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The remainder of the paper is organized as follows. Section II showcases the background of the research. Section III details 
the review methodology. Section IV presents the results and discussions of the systematic review. Section V presents the 
conclusions and future research. 
 
Background and Related Work 

 

There is no clear consensus on the definition of what constitutes a CRM and further discussion on this topic is beyond the 
scope of this paper. However, using a definition to clearly define the focus of this review and to guide the review team during 
the process of inclusion and exclusion of primary studies is important. 
  
The concept of CRM has its basis in relationship marketing. This paradigm can be defined as a process for attracting, 
maintaining, and intensifying customer relationships (Grönroos, 2000) [89]. However, in defining what CRM is, a crucial 
bias is observed in that CRM and technology are quite often considered as synonyms. According to Khan [88] a CRM 
“consists of guidelines, procedures, processes and strategies that provide organizations with the ability to merge customer 
interactions and also track all customer-related information”. This definition is general enough to allow for the inclusion of 
studies covering a wide range of theories on topics in relation to CRM.  
 
A detailed analysis of the conceptualizations was conducted to identify common elements and recurring themes among them. 
The analysis revealed that, to collectively explain what a CRM as software is, diving into its roots and understanding what 
it means as a business strategy is necessary; this is because a CRM also constitutes the management of customer relationships 
from the analysis of interactions with the company, whether they are calls, meetings, emails, purchases, complaints or 
incidents. Therefore, a CRM is understood to be a software tool that helps collect operational, transactional and other 
analytical data to help make decisions in relation to customer management.  
 
An analysis of the primary studies showed several methodological problems regarding the reliability and validity of the test 
instruments, and incomplete and sometimes incorrect interpretation of results. We conclude the review with several 
recommendations for potential test-takers, academics who conduct tests, and practitioners who wish to interpret the results 
of published work.  
 
Review Method 

 

a. Systematic literature review 
 

The review method has been developed taking into account Kitchenham’s [86] guidelines for systematic literature review. 
The review method elaborates the research questions, data sources, search procedure, inclusion and exclusion criteria, quality 
assessment, data extraction, and data synthesis. 
 
b. Research Problems 
 

While conducting a systematic literature review, research questions play a prominent role in deciding the strategy of data 
search, extraction, and analysis. The research questions identified for the current study are presented below: 
 
RQ1: Which terms have authors used over the years in CRM research? 

RQ2: What are the criteria for measuring the effectiveness of a CRM? 

RQ3: Which databases are being used for CRM development? 

RQ4: What are the most common types of CRM implemented in companies? 

RQ5: In which business sectors is CRM being applied? 

 
c. Search Sources and Search Strategies 

 

The data sources chosen include leading electronic libraries such as Taylor & Francis Online, ProQuest, Springer, IEEE 
Xplore, Science Direct, ACM Digital Library, Microsoft Academic, Wiley Online Library, Emerald, Google Scholar, and 
Dialnet. The search strategy included searching for keywords relevant to the study. The search focused on research question 
terms and commonly used terms pertaining to CRM and customer management. 
 
The search procedure has been carried out using a search string written as (A1 OR A2 OR… An) AND (B1 OR B2 OR… 
Bn) where the set Ai represents the keywords related to machine learning methods, i.e., Ai = {CRM, Customer Relationship 
Management, Method, Methodology, Model} and Bi represents the keyword related to customer management, i.e., Bi = 
{Customer Management, Management}. Table 1 shows the results obtained by each source already mentioned.  
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Table 1Number of Results by Source 

 

Source Results 

Taylor & Francis Online 118 624 

ProQuest 1 677 097 

Springer 209 959 

IEEE Xplore 1 658 239 

ScienceDirect 352 

ACM Digital Library 270 024 

Microsoft Academic 84 

Wiley Online Library 119 837 

Emerald 6 000 

Google Scholar 3 440 000 

Dialnet 186 

Total 7 500 402 

 
      The result of the search procedure narrowed the search to 7,500,402 articles, which are discussed in depth below. 
 
d. Exclusion Criteria 
 
 Exclusion criteria have been defined to accurately assess the quality of the available literature. The articles have been 
reviewed and discussed by the authors. The papers were reviewed for the exclusion criteria. (see Table 2) 
 

Table 2: Exclusion criteria 

No. Exclusion Criteria 

EC1 Articles were published in categories other than Conferences or Peer-
Reviewed Journals. 

EC2 The items are older than 5 years. 

EC3 The proposed solution applies to other topics. 

EC4 The articles do not mention a methodology, model, or method. 

EC5 The articles are written in languages other than English. 

EC6 
The titles and keywords of the articles do not add much to the 
understanding of the research. 

EC7 The items are not unique entries. 

EC8 The articles belong to different areas of engineering or management. 

EC9 
The proposed solution applies to other topics in the business 
environment. 

EC10 The abstract of the articles has little content relevant to the research. 

 
  
After laying out the exclusion criteria, they had to be used in every highlighted research source to filter out articles that would 
add value to the study. 
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Fig 1. Consolidated Matrix of the Number of Results when applying Criteria 

 
      The number of studies considered after applying the ten exclusion criteria was 85 articles.  
 

e. Quality Assessment 
 

During this stage, we assessed the quality of the research presented by the studies that had met the exclusion criteria. To 
analyze the rigor, credibility and relevance of the studies, each study was independently assessed according to 7 quality 
criteria (QA). (See Table 3) 
 

Table 3: Quality criteria 

 

Id. Criteria 

QA1 Is the purpose of the research clearly explained? 

Q 2 Is there sufficient background information in the document? 

QA3 Are the articles unique? 

Dialnet 
(n=186) 

Springer 
(n=209 959) 

Willey Online Library 
(n=119 837) 

Taylor & Francis 
(n=118 624) 

ScienceDirect 
(n=5 000 000) 

IEEE Explore 
(n=1 658 239) 

Emerald 
(n=6 000) 

Microsoft Academic 
(n=84) 

ACM Digital Library 
(n=1 677 097) 

ProQuest 
(n=1 677 097) 

Google Scholar 
(n=3 440 000) 

Number of relevant sources 
n= (7 500 402) 

EC1: Articles were published in categories other than Conferences or 
Peer-Reviewed Journals. 
EC2: The items are older than 5 years. 

 

n = 1 126 908 

Exclusion 
criteria     1 and 

2 

6 373 494 

EC3: The proposed solution applies to other topics. 
EC4: The articles do not mention a methodology, model, or method. 

 

n = 202 395 

Exclusion 
criteria     3 and 

4 

924 513 

EC5: The articles are written in languages other than English. 
EC6: The titles and keywords of the articles do not add much to the 
understanding of the research. 

 

n = 24 386 

Exclusion 
criteria     5 and 

6 

178 009 

EC7: The items are not unique entries. 
EC8: The articles belong to different areas of engineering or 
management. 

 

n = 2 488 

Exclusion 
criteria     7 and 

8 

21 898 

EC9: The proposed solution applies to other topics in the business 
environment. 
EC10: The abstract of the articles has little content relevant to the 
research. 

n = 85 

Exclusion 
criteria     9 and 

10 

2 403 

Artículos por considerar: 85 
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QA4 Is the research methodology clearly explained? 

QA5 Are data collection and measurements adequately described? 

QA6 Is the data analysis used in the study adequately described? 

QA7 
Are the results of the research clearly explained and supported 
by the research? 

 

Taken together, these seven criteria provide a measure by which we can be confident that the findings of particular studies 
will make a valuable contribution to the review.  
 
The review of the quality criteria was performed after the exclusion criteria and helped to filter the selected items to choose 
the most relevant articles for the research. No articles were discarded at this stage, as all 85 studies met all seven quality 
assessment criteria.  
 

f. Data Extraction Strategies 
 

The data extraction procedure has been developed by us considers ten important properties of the data. These properties have 
been recognized by the available literature and published literature reviews.  
 
The ten properties considered in the extraction are as follows: Source, Year of publication, Country, Language, Page number, 
Type of publication, Methodology, Authors, Affiliation, Number of citations. 
 
One of the tools that helped with this systematic literature review was Mendeley. Below is presented a view of the tool, 
where the classification of articles by source is evidenced, thereby helping in the classification of the selected research. 
 

 
Fig 2. Mendeley Desktop 

 
Authors, abstracts, summaries, descriptions, as reported by the authors of the primary studies, were copied from Mendeley, 
a software specialized in the arrangement of articles and qualitative analysis of textual data. 

 

g. Summary of findings 
 

The data synthesis process included gathering the data and concluding the answers according to the research questions. The 
data synthesis was done by analyzing the literature through various statistic measures. 
 
Results and Discussion 
 

A. Overview  
 

The study selection process resulted in 85 articles being selected from 11 major sources with current important article 
production for data extraction and analysis. 
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The main contribution to this article’s development came from Science Direct (17.6%) with a total of 15 articles selected 
that met the quality criteria. Google Scholar, IEEE Xplore, and ProQuest also played an important role during the selection 
of articles (14.1%), where each of these three sources contributed with 12 studies.  
 
Fig 3 shows the distribution of articles by source that were helpful in the development of this systematic literature review.  
 
 

 
Fig 3. Articles by source  

 

The selection of studies by source was made after applying the exclusion criteria and after having passed the quality criteria 
testing, resulting in the selection of high-quality articles for the construction of the systematic literature review.     
 
B. Answers to the research questions 
 
The findings and discussions of the review are addressed in the form of answers to the research questions. 
 
RQ1- What terms have authors used over the years in CRM research? 

 
The 85 documents included in this study have contributed with different terms used in their titles, showing the orientation of 
the authors’ research in relation to CRM topics. 
 

 
Fig 4. Words in Keywords by Paper 

 
 Fig 4 shows the different terms captured in a word cloud, graphically showing the terms most used by the authors in their 
research. To have a better idea of how many times the terms were used, Fig 5, through a horizontal bar chart, will show the 
exact number of times the terms were used by the authors. 
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Fig 5. Horizontal bar chart of research keywords 

 
In particular, the keywords in the titles of research papers can provide a clear orientation as to in which topics the use of 
CRM stands out. This helps new research learn what issues have been raised over the years when generating articles in 
relation to CRM. 
 

RQ2- What are the criteria for measuring the effectiveness of a CRM? 

 
Based on the review of the literature, there are seven criteria identified in the research work to measure the effectiveness of 
a CRM (see Table 4). The results showed that the effectiveness of a CRM comes from prioritizing customer satisfaction 
(32%); this makes many companies opt for this option and improve their processes. In second place, companies also consider 
the importance of customer data in a CRM (24%). CRM reports (21%) are also a fundamental part of the criteria measuring 
the effectiveness of a CRM. Moreover, 13% of the selected articles indicate that the use of social media in CRMs is a key 
feature to define an effective CRM within an organization.  
 
Finally, the selected research showed that there is little concern in relation to the customer management criterion (7%) and 
the mobility criterion of a CRM (4%). 
 

Table 4: Criteria to measure the effectiveness of a CRM 

 

Criterion Reference 
Qty. 

(%) 

Customer 
satisfaction 

[3] [7] [8] [9] [10] [11] [12] [18] [19] [20] [21] [23] 
[25] [28] [27] [29] [31] [32] [33] [34] [35] [38] [43] 
[47] [48] [49] [51] [53] [59] [61] [62] [65] [66] [69] 
[74] [75] [76] [77] [79] [81] [84] [85] 

42 
(32%) 

Customer 
data 

[2] [7] [8] [9] [11] [12] [17] [18] [21] [25] [30] [31] 
[33] [34] [38] [40] [41] [42] [44] [45] [47] [53] [54] 
[61] [62] [63] [69] [79] [80] [81] [84] 

31 
(24%) 

Report 
[1] [2] [3] [7] [8] [11] [16] [21] [24] [30] [37] [40] 
[41] [42] [43] [45] [48] [49] [52] [53] [59] [61] [62] 
[65] [79] [80] [84] 

27 
(21%) 

Social media 
[1] [5] [8] [11] [12] [14] [24] [25] [35] [40] [41] [43] 
[65] [71] [80] [83] [84] 

17 
(13%) 

Customer 
management 

[7] [20] [23] [26] [28] [29] [42] [53] [65] 
9 

(7%) 

Mobility [11] [53] [61] [62] [79] 
5 

(4%) 

 
RQ3- What are the types of databases being used for CRM development? 

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

670



After an exhaustive review and analysis of the selected studies, it is determined that 55% have used Big Data in the 
implementation of a CRM, 25% use Oracle as a database for the implementation of a CRM, 25% belong to SQL Server, and 
only 5% have used MySQL when implementing a CRM. Databases such as SQLite or PostgreSQL were not mentioned in 
the analyzed research (see Table 5). 

Table 5: Databases used for CRM development 

 

Data base Reference 
Qty. 

(%) 

Big Data [8] [17] [30] [43] [61] [63] [65] [67] 
11 

(55%) 

Oracle [11] [22] [32] [41] [53] 
5 

(25%) 
Microsoft 
SQL Server 

[24] [40] [61] 
3 

(15%) 

MySQL [40] 
1 

(5%) 

SQLite  
0 

(0) 

PostgreSQL  
0 

(0) 
 
After analyzing the data shown in the table above, several authors have not considered in their research topics regarding the 
database they are using when implementing a CRM in an organization.  
 
This type of information is crucial for developers and companies that provide CRM services in the cloud because it allows 
knowing which database is the most used when developing a CRM. However, the authors do not recogne this issue as an 
important and fundamental feature in the development of a CRM. 
  
 Likewise, no other systematic reviews of the literature were observed that mention what types of databases are used for the 
development of a CRM, emphasizing what has already been mentioned about the level of interest of the authors regarding 
this feature. 
 
RQ4- What are the most common types of CRM implemented in companies? 

 
After reviewing the articles, the following types of CRM are mostly implemented: operational CRM, analytical CRM, mobile 
CRM, cloud CRM, and social CRM. The results demonstrated that currently the types of CRM that are mostly implemented 
are analytical CRM and social CRM. While cloud CRM and mobile CRM have the lowest acceptance rates, this only means 
that the development in their field is currently low, and that, in the future, these types of CRM will have considerable value 
for companies when implementing them (see Table 6). 
 

Table 6: CRM types that are implemented in a company 

 

CRM Type Reference 
Qty. 

(%) 

Social CRM 
[1] [8] [11] [12] [14] [41] [46] [65] [66] [69] [80] 
[81] [84] 

13 
(36%) 

Analytical CRM  [12] [21] [25] [30] [32] [33] [34] [45] [66] [80] 
10 

(28%) 

Operational CRM [21] [25] [33] [34] [45] [66] [80] 
7 

(19%) 

Cloud CRM [61] [62] [79] 
3 

(8%) 

Mobile CRM [8] [11] [84] 
3 

(8%) 
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In general, the types of CRM applied in companies comprises 5 different types of CRM, differing by the characteristics they 
present at the time of implementation in a company. 
 
The literature review showed that quantitative and qualitative research have been the main research methods used to study 
CRM implementation, demonstrating that the use of case study research is necessary to conduct an in-depth study of new 
trends in CRM research. 

 

RQ5- In which business sectors is CRM being applied? 

 
The banking sector (21%) is the business sector where CRM is being applied the most. In second place is the health sector 
with 16%. The analysis revealed that 12% of the articles reviewed have applied CRM in social networks. It was also 
observed that 12% of the articles are about the application of CRM for the commerce sector. The education sector and the 
hospitality sector made the list with 12% in relation to their participation in the research. We also observed that the 
participation of the transport and telecommunications sectors was 5%. Finally, the airline and agriculture sectors were only 
4% (see Table 7). 

 
Table 7: Business sectors where CRM was applied 

Business 

sector 
Reference 

Qty  

(%) 

Bank 
[7] [13] [19] [21] [23] [25] [28] [29] [30] [31] [38] [42] 
[44] [47] [50] [51] [52] [53] [56] [57] [58] [69] [82] 

23 
(21%) 

Health 
[3] [9] [16] [19] [22] [25] [26] [31] [34] [35] [36] [43] 
[53] [61] [64] [65] [67] [74] 

18 
(16%) 

Social 
network 

[1] [5] [8] [14] [24] [25] [43] [46] [53] [65] [67] [83] 
[84] 

13 
(12%) 

Commerce [1] [3] [6] [8] [23] [28] [29] [31] [38] [43] [65] [66] [84] 
13 

(12%) 

Education [3] [10] [12] [35] [37] [40] [51] [52] [61] [66] [79] [85] 
12 

(11%) 

Hotel [9] [14] [19] [23] [25] [28] [29] [30] [43] [44] [48] [77] 
12 

(11%) 
Telecommuni
cation 

[12] [13] [25] [33] [34] [36] 
6 

(5%) 

Transport [6] [15] [19] [27] [35] 
5 

(5%) 

Airline [19] [28] [27] [57] 
4 

(4%) 

Agriculture [7] [31] [43] [65] 
4 

(4%) 
 

At the beginning of the decade of the 21st century, a CRM was applied to the trade sector for its application in customer 
management. However, after the analysis of the research, it is evident that there are various business sectors where a CRM 
is being implemented, suggesting that CRMs are not limited to a single business sector and that, on the contrary, there is 
evidence that there are companies where a CRM has been implemented in sectors such as banks, hotels, hospitals, schools, 
agriculture sectors, transportation companies, telecommunications and new sectors such as airlines and hotel companies, 
improving the management of their customers and increasing their level of satisfaction toward the company. 
 
Conclusion and Future Research 
 
In summary, this article has demonstrated the criteria applied to a CRM to measure its effectiveness, as well as the different 
sectors where a CRM can provide value for a company. It also takes into account the countries with the highest CRM research 
production. 
 
Previously, it was considered that a CRM was only considered a good opportunity for large companies. However, research 
results revealed that nowadays, small- and medium-sized companies have successfully implemented a CRM in their 
organizations. However, this research does not explain how a CRM can be implemented in an organization, but it does play 
an important role in laying the groundwork for future research. 
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 Therefore, future research should consider as recent as possible (last two years) research and published works on this topic. 
This will help increase awareness of the field among practitioners and researchers, especially with the continued proliferation 
of research on CRM and its appropriate use for customer management. 
 
In our systematic literature review, components of approaches, content, and technology were identified. There are many 
future research agendas regarding CRM related topics that can be considered. The results of this research ensure that the 
CRM tool, when implemented in a viable means of quality and security in the organization, can contribute to building trust, 
loyalty, and commitment of the company to its customers. 
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Abstract 

 

The school education that is currently being developed is still based on a traditional learning model where the students do 
not make use of their creativity and tend to be passive subjects with little initiative, insecurity, and scarce interest in the 
learning process. This generates a learning based on a rigid, hardly dynamic, system. This article provides a complete 
review of different studies reported in the last 5 years that focused on school education using augmented reality. After an 
exhaustive search and filtering of articles, we selected 101 papers that focused on augmented-reality mobile applications in 
school education. The results of this systematic review allow us to have a vision of the potential of implementing 
augmented reality in school education in contrast to traditional teaching in various school subjects. We also provide an 
overview of the most used tools for the development of these applications. Finally, this study has allowed us to know the 
state of the art on the impact of mobile applications with augmented reality in school education based on the 
aforementioned review of articles published between 2015 and 2020. 
 

Keywords:  Systematic Literature Review; Augmented Reality; School Education; Mobile Applications; Teaching-

Learning. 

 

Introduction 

 
The use of technology in the educational field is nowadays at its peak owing to the latest technological and pedagogical 
advances focused on including information and communication technologies in the teaching and learning processes, with 
the aim of forming active learning environments. Despite the increase of new technologies, didactic and technological 
resources are not correctly used by teachers, causing many students to lose their concentration and motivation in the 
classroom. In addition, students do not have an environment where they can recreate and socialize with each other to 
release tension and stress. 
 
A techno-pedagogical tool that is in full swing in the educational field is augmented reality (AR), which improves the 
teaching-learning process, facilitating a better understanding of school subjects. Previous studies defined AR as the 
innovation capable of combining physical and digital information in real time, creating a more complete and dynamic 
reality through mobile applications. Therefore, it is evident that the use of AR plays a very important role in the teaching-
learning process, given that it is believed that AR technology will constitute one of the next revolutions capable of helping 
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students to perform better in their day-to-day learning and improve their understanding of school subjects, an aspect that 
can be reflected in the improvement of their grades. This article focuses on identifying the impact of the use of AR 
technology for the teaching-learning process. The paper is organized as follows. Section II presents the background and 
related works. Section III details the review method. Section IV presents the results and discussions. Finally, Section V 
presents the conclusions and future research. 

 
Background and Related Works 

 
Technology, which is currently used for every job, is progressively advancing world-wide while speeding up processes. 
One of its application areas is education. Previous studies [4] [6] [18] showed the virtues resulting from using new 
methodologies in teaching students. However, there are still many educational centers that follow the traditional teaching 
methodology, dismissing the difficulty for learning of many students owing to lack of motivation, loss of attention, and 
stress due to the large load of information during the learning process. Using technologies [7] [59] such as virtual reality 
and AR, the latter being less known, for educational use. AR began to be better known since the appearance of Pokemon 
Go [57] in 2016.  Owing to the great interest in this technology, many saw the opportunity to develop educational content 
with it [7] [26] [57] [57] [70], using methodologies focused on the development of educational applications such as 
ADDIE [73] [97], TAM [17] [54] and ARLE [11] [13]. These studies showed that the use of AR implies a significant 
improvement in the process and student outcomes. It is predicted that such technology will be one of the most relevant 
tools to help with the advancement of education. Given that the most important stage of learning occurs at schools, the 
present study is oriented to a systematic review of the literature on the use of mobile applications with AR to improve the 
teaching-learning process in school education, to know the school subjects in which AR is being applied, the impact it will 
have on school education, and the methodologies, software, and tools that are used for the development of mobile 
applications with AR. 
 
Review Method 

 
The proposed review method was developed according to B. Kitchenham's [102] guidelines for systematic literature 
review. This review method elaborates research problems, search sources, search strategies, selection criteria, study 
selection, quality assessment, data extraction strategies, and data synthesis.  

 
A. Research Problems 

 

When conducting a systematic literature review, research questions play a prominent role in the strategic decision of 
data search, extraction, and analysis. The research questions identified for the current study are given below: 

RQ1. Which school subjects are mobile applications with AR being used in? 
RQ2. Which methodologies are being used for the development of mobile applications with AR? 
RQ3. Who are the most cited authors in the development of mobile applications with AR in the teaching-learning 
process? 
RQ4. What is the impact of the development of mobile applications with AR on improving the teaching-learning 
process in school students? 
RQ5. Which software is used for the design of 3D objects for the development of mobile applications with AR? 
RQ6. Which software tools are used for the development of mobile applications with AR? 

 
B. Search Sources and Strategies 

 

The following search sources were selected for the systematic review of the literature. 
Table 1 shows the number of results found by source and the total number of articles found. 

 
Table 1: Consolidated number of results per source 

 

Source No. of Results 

Taylor & 
Francis Online 

8 432 

ProQuest 11 573 
IEEE Xplore 64 524 
ScienceDirect 2 462 
Google Scholar 36 100 
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Springer 1 828 
ACM Digital 
Library 

32 560 

Scopus 1 011 
ARDI 2 024 
EBSCOhost 899 
Web of Science 118 

Total 161 531 
 

Table 2 shows the search terms used to find the articles. 
 

          Table 2: Search terms 

 

Name Variable 

Augmented Reality Independent 
Variable Mobile Application 

Methodology/ Method/ 
Model 

Intervening 
Variable 

Education Dependent 
Variable School Education 

 

C. Selection Criteria 
 

Owing to the large number of articles that were found, a number of exclusion criteria were defined to select the most 
relevant articles:  

EC1: Articles are not older than 5 years. 
EC2: Articles are not written in English. 
EC3: Articles were not published in conferences or journals. 
EC4: Articles are not unique. 
EC5: Articles do not mention a methodology or model or method. 
EC6: Titles and keywords of the articles are not coherent. 
EC7: Articles do not develop the school topic. 
EC8: Abstract does not include the relevant aspects of the article. 
 

D. Selection of Studies 
 

Once the exclusion criteria were applied, the resulting articles were eliminated. The final result was composed of 101 
relevant articles, as shown in Fig 1. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 1: Consolidated number of results when applying criteria 

Criteria 5 and 6: Articles do not mention a methodology or model or 

method, and titles and keywords of the articles are not coherent. 

Included (5 887) 

Exclusion 

criteria    5, 

6 

Excluded 
(n = 45 532) 

Exclusion 

criteria    7, 

8 

Excluded 
(n = 5 786) 

Criteria 3 and 4: Articles were not published in conferences or journals 

and are not unique. 

Included (51 419) 

 

Exclusion 

criteria    3, 

4 

Excluded 
(n = 22 426) 

Criteria 7 and 8: Articles do not develop the school topic and the 

abstract does not include the relevant aspects of the article. 

Included (101) 

Criteria 1 and 2: Articles are not older than 5 years and are not written 

in English. 

Included (73 845) 

 

Exclusion 

criteria    1, 

2 

Excluded 
(n = 87 686) 
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Table 3 shows the final studies after the exclusion criteria were applied. 
 

Table 3: Consolidated matrix of the number of results when applying criteria 

 

Source Final Studies 

Taylor & Francis Online 1 

ProQuest 17 

IEEE Xplore 0 

ScienceDirect 15 

Google Scholar 14 

Springer 10 

ACM Digital Library 1 

Scopus 15 

ARDI 15 

EBSCOhost 8 

Web of Science 5 

Total 101 

 

E. Quality Assessment 

 

The application of quality assessment rules was the last step to identify the final list of papers included in this review 
article. The quality criteria were applied to assess the quality of the research articles according to the established 
research questions. Seven quality criteria were identified to assess the quality of the articles: 
 

QA1. Is the research methodology fully described? 
QA2. Is the purpose of the research clearly explained? 
QA3. Does the document include practical experiments? 
QA4. Is the specific subject area clearly defined? 
QA5. Is the context in which the research was conducted explained? 
QA6. Are the research findings clearly explained? 
QA7. In general, is the document considered useful? 
 

All studies met these quality criteria. 
 

F. Data Extraction Strategies 

 

At this stage, the final list of articles was used to extract the information needed to answer the research questions. 
The information items used for data extraction were the following: article title, URL, search source, year of 
publication, country, number of pages, language, publication type, publication name, research methodology, 
author(s), affiliation, number of citations, abstract, keywords, detail, sample size, and research questions from RQ1 to 
RQ8.  
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Fig 2 shows the filtered articles organized with the Mendeley tool. 

 

Fig 2. Reports with Mendeley 

 

G. Synthesis of Findings 

 
After extracting the information from each primary study, an in-depth data analysis was conducted to answer each 
research question. 

 
Results and Discussions 

 

A. Overview of Studies 

 
As mentioned above, the process of study selection in the proposed systematic literature review resulted in 101 
articles selected for data extraction and analysis. Fig 3 shows a word cloud of the most relevant terms in the 
abstracts of the selected articles. 

 
Fig. 3: Word cloud from article summaries 

 
Note that the terms “learning”, “education”, “reality”, and “augmented” are the most relevant and have a greater 
presence in the articles. 
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Figures 4 and 5 show the ten most relevant search sources, with ProQuest being the most significant source, 
including 17 articles selected. 

 

   
 

Fig 4. Number of articles per search source 

 
Fig 5 shows the number of articles per search source. 
 

 
Fig 5. Number of articles per search source 

 

B. Answers to Research Questions 

 

RQ1. Which school subjects are mobile applications with AR being used in? 

 

According to the results of the literature review, ten school subjects were found in which mobile applications with 
AR are most used, as shown in Table 4. 
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Table 4: School subjects that use mobile applications with AR 

 

School 

subjects 
Articles 

Qty. 

(%) 

Mathematics [1] [2] [3] [4] [6] [7] [10] [13] [14] [15] [19] [20] [23] [27] 
[28] [29] [31] [33] [34] [36] [37] [38] [40] [41] [45] [49] [50] 
[53] [55] [56] [57] [58] [59] [60] [67] [71] [72] [74] [77] [78] 
[81] [82] [83] [84] [86] [87] [88] [89] [90] [91] [92] [100] 

52 
(25) 

History   [3] [5] [13] [16] [17] [21] [23] [25] [29] [31] [34] [38] [41] 
[42] [45] [49] [53] [54] [55] [56] [58] [60] [61] [72] [75] [76] 
[78] [81] [82] [83] [87] [89] [91] [96] [99] [101] 

36 
(17.3) 

Natural 
Sciences 

[1] [2] [3] [7] [11] [14] [15] [18] [20] [21] [22] [32] [34] [36] 
[37] [43] [46] [53] [58] [68] [69] [71] [77] [82] [88] [94] [95] 
[96] [101] 

29 
(13.9) 

Chemistry   [6] [10] [11] [20] [27] [30] [33] [34] [36] [43] [45] [58] [62] 
[69] [74] [75] [76] [77] [78] [87] [89] [91] [101] 

23 
(11.1) 

Geography [1] [3] [5] [11] [15] [16] [17] [19] [20] [27] [38] [46] [49] 
[52] [54] [58] [74] [83] [87] [96] [97] 

21 
(10.1) 

Anatomy [9] [11] [16] [22] [27] [30] [32] [44] [50] [58] [59] [63] [64] 
[75] [76] [77] [94] 

17 
(8.2) 

Solar System [11] [19] [20] [27] [34] [44] [57] [73] [74] [97] [101] 10 
(4.8) 

Foreign 
Languages 

[7] [12] [24] [34] [48] [72] [80] [98] 8 
(3.8) 

Music [38] [44] [46] [81] [91] [93] [97] 7 
(3.4) 

Language [21][35] [58] [79] [95] 5 
(2.4) 

 
Note in the results that the quantities associated to the school subjects of mathematics and history were significantly 
higher than those of the other subjects. Similar to the study conducted by Teemu H. Laine [103], the most significant 
subject is mathematics, with history in second place. 
 
RQ2. Which methodologies are being used for the development of mobile applications with 

AR? 
 
After an exhaustive review of the literature, six methodologies for the development of mobile applications with AR 
were found, as shown in Table 5. 
 

Table 5: Methodologies for the development of mobile applications with AR 

Methodologies Articles Qty. 

(%) 

ARLE [11] [13] [17] [30] [32] [54] [84] [90] 8 
(47.1) 

“Technology Acceptance 
Model” (TAM) 

[9] [17] [54] [78] 
 

4 
(23.5) 

ADDIE Instructional Design [73] [97] 2 
(11.8) 

Thinking Aloud Technique [6] 1 
(5.9) 

Research and Development 
Method (R&D) 

[97] 
 

1 
(5.9) 

Extreme Programming (XP) [26] 1 
(5.9) 
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Note that the quantity associated to the ARLE methodology is significantly higher than that of the rest of 
methodologies. The ARLE methodology is not an agile methodology such as XP, which is used more often because 
ARLE is an application design model focused on technology-based learning.  
 
Who are the most cited authors in the development of mobile applications with AR in the teaching-learning 

process? 

 

Fig 6 shows the authors with the highest number of citations in the development of mobile applications with AR. 
 

 
Fig 6. Most cited authors in the development of mobile applications with AR 

 
Fig 6 shows that the most cited author is R.Godwin-Jones, with 119 citations of his article entitled Augmented reality and 

language learning: From annotated vocabulary to place-based mobile games, published in 2016. In the study conducted 
by N. Pellas and P. Fotaris [104], the most cited authors were Atwood-Blain and Huffman, with 105 citations each. 

 

RQ4. What is the impact of the development of mobile applications with AR on improving the 

teaching-learning process in school students?  

 
While reviewing the relevant literature, it was observed that research studies considered six points to evaluate the impact of 
the development of mobile applications with AR to improve the teaching-learning process in school students (see Table 6). 

 
Table 6: Impact of AR in school education 

Impact Articles Qty. 

(%) 
Increase the efficiency of 
the learning process 

[1] [3] [7] [12] [18] [19] [20] [24] [28] [31] [32] [34] 
[37] [42] [44] [46] [47] [58] [65] [68] [69] [71] [79] 
[81] [82] [86] [88] [91] [92] [93] [98] [101] 

32 
(24.2) 

Improve students’ learning 
outcome 

[1] [2] [4] [5] [9] [10] [11] [14] [19] [21] [26] [57] [25] 
[32] [36] [42] [53] [58] [65] [71] [72] [77] [78] [80] 
[94] [97] [99] 

27 
(20.5) 

Attract attention of students [1] [3] [7] [11] [12] [18] [19] [20] [25] [32] [34] [35] 
[42] [51] [53] [58] [65] [66] [71] [77] [78] [81] [83] 
[88] [91] [94] 

26 
(19.7) 

Valuable complementary 
teaching tool 

[5] [6] [11] [12] [15] [18] [29] [31] [36] [42] [46] [53] 
[63] [73] [81] [84] [88] [93]  

18 
(13.6) 

Reduce the stress of the 
students 

[1] [3] [12] [16] [18] [21] [26] [28] [46] [48] [53] [78] 
[94] [99] [101] 

15 
(11.4) 

Improve interaction 
between students and 
teachers 

[3] [7] [11] [15] [25] [31] [32] [47] [51] [52] [71] [88] 
[91] [97]  

14 
(10.6) 
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Note that the greatest impact is visualized in the student’s learning outcomes and, secondly, in increased efficiency 
in the learning process using AR. However, N. Pellas and P. Fotaris [104] concluded that the greatest impact is 
mainly given by an increase on the efficiency of the learning process and, secondly, in capturing students' attention, 
motivation, and engagement. 

 

Which software is used for the design of 3D objects for the development of mobile 

applications with AR? 

 

According to the results of the literature review, eight AR software packages are employed for the development of 
mobile applications with AR, as shown in Table 7. 

 
Table 7: AR software 

Software Articles 
Qty. 

(%) 
Unity 3D [1] [3] [6] [12] [15] [16] [18] [20] [26] [35] [36] [56] 

[57] [60] [63] [65] [74] [75] [76] [78] [81] [82] [83] 
[84] [90] [93] [95] [97] [100] [101] 

30 
(58.8) 

Blender [3] [9] [73] [79] [91] [93] [97]  7 
(13.7) 

SketchUP [42] [75] [76] [91] [93] 5 
(9.8) 

Maya [63] [64] [78] [91] 4 
(7.8) 

Holobuilder [75] [76] 2 
(3.9) 

Adobe Flash [10] 1 
(2) 

Euphoria [63] 1 
(2) 

AutoCAD [78] 1 
(2)  

 
As observed in the results, the quantity associated to Unity 3D is significantly higher than that of other software 
tools. In the study conducted by Teemu H. Laine [103], the most significant software was also Unity 3D. It is 
definitely one of the best options for the development of mobile applications with AR. 
 

Which software tools are used for the development of mobile applications with AR? 

 
The literature review shows that there are seven most used software tools for AR, as shown in Table 8. 
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Table 8: AR tools 

Tools Articles 
Qty. 

(%) 

Vuforia [1] [3] [6] [11] [15] [16] [18] [20] [23] [26] [32] [35] 
[36] [43] [63] [69] [74] [78] [79] [81] [82] [83] [84] [94] 
[95] [97] [100] [101] 

28 
(42.4) 

Aurasma [12] [17] [37] [54] [65] [69] [89] [95] [7] [8] [17] [23] 
[27] [33] [34] [48] [54] [67] [68] [69] [72] [101] 

14 
(21.2) 

ARtoolkit  
 

[12] [17] [37] [54] [65] [69] [89] [95] 8 
(12.1) 

LayAR [4] [8] [31] [58] [72] [95] [101] 7 
(10.6) 

ARCore [17] [54] [81] [95] 4 
(6.1) 

BlippAR [19] [71] [95] 3 
(4.5) 

Kudan AR [17] [95] 2 
(3) 

 

Note that Vuforia is clearly the most used tool to develop AR, given its ease of use and compatibility with Unity 3D. 
These results coincide with those of Temu H. Laine [103]. 

 
Conclusions And Future Research 

 
This study provides a comprehensive statistical analysis on AR mobile apps for school education by extracting specific 
information from 101 articles published between 2015 and 2020. The majority of the identified papers (84%) were from 
journals, most of the remaining papers (15%) were from conferences, and finally 1% from chapters. They were identified 
in the 10 sources used for this research. A systematic review of the literature was conducted to compile, analyze, and 
synthesize the potential of use of mobile applications with AR in school education versus traditional school education. The 
authors recommend to continue to conduct research on the use of AR, especially in the teaching-learning process, given the 
educational potential of AR technology, owing to the benefits in terms of students' cognitive acceleration, increased self-
management, and enhanced engagement in practice-based activities. It is hoped that the results provided in this study will 
help future researchers to identify new research and interesting topics that have not yet been examined.  
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Abstract 

 
Difficult political situation has driven millions of Ukrainians out of the country in search of better life conditions which is 
why the study of socio-economic consequences of international labor migration has a theoretical and practical significance 
for both countries. The purpose of this study is to investigate and systematize the most important socio-economic 
implications of labor migration from Ukraine to Poland. At the core of the research is the use of the principle of the unity of 
theory and practice, the application of an integrated approach, which allows for a scientific analysis of the socio-economic 
implications of international labor migration from Ukraine to Poland. The study is based on the literature, documents and 
some statistical data analysis in its initial parts to explore the general reasons of Ukrainian migration abroad, but also its 
consequences and then uses an empirical method of a survey (questionnaire technique) to investigate the trends of migration 
and the choice of Poland. 
 

Keywords: Poland, Ukraine, migration 
 
Introduction 

 
The world labor market is characterized by a growing dynamics and strong volumes of labor export and import, which is 
realized through international labor migration. Movement of the labor force carries out a number of important functions in 
the global economy - from income redistribution and promotion of wages in different countries - to the exchange of 
professional experience, the spread of new innovative technologies, and the growth of labor productivity. In addition, the 
socio-economic implications of international labor migration for donor countries and recipient countries are ambiguous, they 
differ in the short, medium and long-term time periods. 
 
Difficult political situation has driven millions of Ukrainians out of the country in search of better life conditions. Many are 
heading to nearby Poland because of its booming job market and stable government, at the same time, it is filling a worker 
void created by Poles who left country. That is why the study of socio-economic consequences of international labor 
migration has a theoretical and practical significance for both countries. Thus, the purpose of this study is to investigate and 
systematize the most important socio-economic implications of labor migration from Ukraine to Poland. At the core of the 
research is the use of the principle of the unity of theory and practice, the application of an integrated approach, which allows 
for a scientific analysis of the socio-economic implications of international labor migration from Ukraine to Poland. The 
study is based on the literature, documents and some statistical data analysis in its initial parts to explore the general reasons 
of Ukrainian migration abroad, but also its consequences and then uses an empirical method of a survey (questionnaire 
technique) to investigate the trends of migration and the choice of Poland. The paper is divided into five parts. It starts with 
analyzing the current state, dynamics and trends of labor migration processes in Ukraine, continues with the identification 
of social and economic consequences of labor migration for the economy of Ukraine and Poland, defines modern aspects of 
labor migration from Ukraine to Poland and ways to overcome the negative trends of this process (this part is based on the 
empirical research, whose results are presented) as well as findings discussion (based on short and long-term consequences 
of migration for Ukraine) followed by conclusions.  
 

Current state, dynamics and trends of labor migration processes in Ukraine 

 
The international division of labor, the growth of people's welfare, the development of transport and communications in the 
context of the increasingly liberalization of foreign economic relations led to massive displacement of the population, in 
particular the labor force. Labor migration is one of the most difficult subsystems of international economic relations, because 
it affects not only the national economy, but also, above all, the interests of people, the individual worker and members of 
his family. In 2001, the number of migrants in the world was approximately 140 million people, in 2005 they accounted for 
191 million, and in 2015 - already 243 million (World Migration Report, 2018). Starting from 2013, the problem of labor 
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migration has become one of the most important issues for Ukraine. According to the International Labor Organization’s 
representative office in Kyiv in 2014-2015, about seven hundred thousand Ukrainian citizens left the country for work 
abroad. 
In general, according to various statistics outside Ukraine, there are from eight to twenty million people of Ukrainian origin. 
Several factors of internal and external influence serve to increase labor migration: 
 

1. The decline of economic development, which is supported by rigid regulatory policy, bureaucratized permit system, 
high tax rates, press for small and medium-sized businesses, closure of enterprises; 

2. Social problems: low wages, pensions, high prices and tariffs, corruption; 
3. Political situation in a whole country; 
4. War in eastern Ukraine with the rejection of territories, including Crimea; 
5. The introduction of a visa-free regime triggered a legal outflow into EU member states (Poland, Slovakia), who felt 

the lack of intellectual and labor force; 
6. Simplification of the procedure for obtaining visas by signing international agreements. On April 06, 2017, the 

European Parliament voted in favor for the resolution of the introduction of Ukraine into the list of countries whose 
citizens abolish visa requirements; 

7. Preferences for holders of "Polish card". Available cards allow its holder to cross the border multiple times, as well 
as the right of legal employment; 

8. Education abroad. According to the survey of students at Kyiv Polytechnic Institute, only 5-9% of Ukrainians after 
studying do not consider leaving Ukraine, all others with a certain degree of confidence are ready to try themselves 
abroad; 

9. In particular, studying in European higher education, and then staying in the EU would like to have 70-80% of 
students, living abroad - 40-50%. Already today, almost thirty-five thousand Ukrainians study in Poland. 

 
From January 2014, the number of Ukrainian asylum seekers from is gradually increasing. It was reached the peak in October 
2014 (2,170 applications in one month). A number of 20,830 Ukrainian asylum seekers arrived at the EU for the period from 
2014 to 2016. According to official data of the OECD, during the period from 1991 to 2016, from Ukraine to different 
countries of the world left 4,309,777 people (Ukrainian citizens). Research shows that in recent years the number of 
Ukrainian citizens has increased rapidly in foreign companies and universities: the dynamics from 2009 to 2016 amounted 
to 129%. Comparing the last two years, it increased for almost 29% (OECD data). Moreover, 2/3 of this increase are 
Ukrainians studying at Polish universities. Most Ukrainian students studying abroad, migrate to study with the intention to 
stay there permanently, also opportunities for education are better. 
 
Among the features of labor migration from Ukraine should be noted the following characteristic. From 2013, the number 
of Ukrainians who travel to other countries in a year has increased by 62%, and by the end of 2017 had approached thirty 
million people. This number gradually increased in 2013. A key component of this amount is the inhabitants of the border 
areas. They can earn money by buying goods in neighboring countries and selling in Ukraine or vice versa. The next 
component is seasonal migrants, those who go to work, for example to Poland for the season, especially in the summer. They 
can cross the border several times a year, arriving in the middle. These two groups together constitute the biggest share of 
those crossing the border. 
 
Over the last 10 years, wage ratios have changed dramatically. Average salaries in Ukraine are now half than those in Poland. 
According to the Organization for Economic Co-operation and Development (OECD), according to purchasing power parity, 
wages in Eastern Europe (Poland, Czech Republic) are getting higher. Average wages in Ukraine were 2263.85 UAH/Month 
starting from 1996 till 2019, reaching its peak of 10573 UAH per month (393,60 USD) in 2018 and a record low amount of 
115 UAH/Month in 1996 (Trading Economics Report). 
 
The most powerful factor of labor migrants is an economic one, Ukrainians are looking for higher wages. The migratory 
flow now has a swirling, short-term character: most migrant workers earn money abroad and prefer to return to Ukraine. The 
world's most widespread source of reliable data on international migration is population censuses, which are periodically 
held in different countries. During such censuses, the proportion of persons born outside the country of residence or those 
with the nationality of another country is determined. Ukraine is now among the top ten donor countries of international 
migrants in the world. According to various estimates, the number of migrant workers reaches 4 million. In this case, outside 
the country can be about 2.6-2.7 million people. 
 
In 2012, considering “pendulum” and irregular migration, the number of Ukrainian migrant workers abroad was estimated 
at 2.25 million people, and given the increase in migration flows, the number of Ukrainians who at different times were 
abroad for employment may exceed 3 million. However, this does not mean that all these people were simultaneously outside 
Ukraine. At the same time, it cannot be identified the number of employment permits issued per year in Poland with employed 
Ukrainians within the country. Thus, according to Eurostat, the highest permits for employment of Ukrainians in Poland are 
issued for six months. Then the permission needs to be updated.  
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Poland is the most popular area of foreign labor migration for the Ukrainian labor force, and from 2014, there is a 
reorientation of migrants from Russia to Poland. The number of migrants who went to earnings in the western direction for 
2014-2016 has tripled, judging by the data of Eurostat on the number of first issued to Ukrainians work permits in EU 
countries. Although such dynamics may indicate a partial legalization of illegal migrants. More than 90% of the first issued 
residence and work permits in the EU for 2014-2016 were issued in Poland. This dynamic seems to be the consequence of 
Polish conscious policy to legalize Ukrainian workers and refrain from receiving refugees from the Middle East at the level 
with other EU countries than the explosive growth of the number of Ukrainian labor migrants in Poland (Jóźwiak & 
Piechowska, 2017). 
 
However, since the bulk of the migration flows from Ukraine are short-term and extends to neighboring countries, where it 
is easy to return, it can be assumed that at this stage, the future economic effect of increasing the volume of migration, at 
least in the perspective of two or three years, should be positive. The most significant positive factor in foreign labor 
migration is that Ukrainians bring a significant part of their earned money to Ukraine or transfer it to Ukraine. Migrants 
transfers help to reduce poverty rates, allow relatives to finance current consumption, studying children, spending on health 
services, buying or building housing, opening their own businesses. According to the National Bank of Ukraine, in 2017, the 
volume of private money transfers amounted to 5.5 billion dollars or 5.8% of GDP, of which 20% came from informal 
channels, and for 2018 - 5.2 billion dollars, which is much more than volumes of direct foreign investment. 
 
Also, positive factors in increasing the participation of Ukrainians in migration processes are the acquisition of new skills, 
the growth of their labor market mobility, the acceleration of technology exchange, increased opportunities for 
entrepreneurship, and the growth of export opportunities for Ukrainian producers, as migrants abroad generate demand for 
Ukrainian goods in their country of resident (Pikulicka-Wilczewska & Uehling, 2017). 

 
Social and economic consequences of labor migration for the economy of Ukraine and Poland 

 
The main reasons of labor migration among the economically active population of Ukraine are a long-term political crisis in 
society, dissatisfaction with the economic situation in the state; lack of conditions for the country to realize the capabilities 
of its economically active citizens, significantly higher wages in immigration countries, military causes. As a result of 
intellectual migration, the economic situation of the country deteriorates significantly. The outflow of highly skilled labor 
reduces the intellectual potential of many regions. Accordingly, the national economy loses the most competitive part of the 
scientific potential, which in turn becomes the reason of the decline of the state's competitiveness on the world market (Borjas 
et.al., 2018). 
 
From an economic point of view, Ukraine receives considerable losses from the emigration of scientific potential. Also, the 
negative consequences of intellectual migration are observed in the demographic perspective. Mainly young people, with a 
rather high level of education, leave with the purpose of employment abroad and, as a result, it causes the aging of the nation, 
a sharp decline in fertility, an increase in mortality, the absence of natural growth and a deep demographic crisis. It should 
be noted that educational migration, which is used by hundreds of young and talented people, is becoming increasingly 
popular in Ukraine. According to UNESCO data, during 2008-2018, the number of Ukrainian students who took advantage 
of the opportunity to study abroad increased by almost five times and reached forty-five thousand. According to data released 
by Center for Social and Economic Research, which specializes in processing data on the migration of the Ukrainian 
population, over the past 10 years, the number of Ukrainian students has reached the level of 70 thousand in Europe, mostly 
in Poland. If we analyze the growth of the number of students with Ukrainian roots abroad, then during 2013-2018, their 
share increased by 35 thousand (Center for Social and Economic Research, 2018).  
 
In Poland, there is a big shortage of qualified workers. A method used by the government to increase population of workers 
is to attract young people from outside the country to arrive. Those who are obviously suitable are the ones who know the 
culture, the language and the procedures with requirements for the required positions – that is, those who have completed 
their education in Poland. However, Poland has not applied a good policy strategy addressed to all international students. In 
spite of introducing various procedures concerning work and obtaining visas, with the aim - to make life easier for Ukrainians 
and to start career in Poland, in the practice, this is far from satisfactory, also the activities of institutions are not consistent. 
At the same time, not only companies, but also universities perceive Ukrainians as a chance for development, or a way to 
stop the negative processes related with demographic trends. Therefore, universities are taking steps to attract new secondary-
school graduates to visit them to continue education (Kochan, 2010). 
 
As already mentioned, there is no effective migration strategy in Poland or integration program on the national or local level. 
Individuals who were granted special status of refugee qualify for participation in Individual Integration Program, while 
other migrants (including students) are not entitled to receive state funded support and rely on assistance. People who have 
obtained permission for stay are deprived of the state integration assistance, only getting the right to have assistance in the 
form of shelter, necessary clothing and designated benefits that cover purchase of food, medicines. The orientation courses 
are sometimes provided by schools with cooperation of NGO sector for example, but there are no programs offered to foreign 
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students. The lack of such orientation courses or their limited availability and ineffective support is considered as big 
disadvantage in the internationalization process in Poland. It can be underlined that the very low priority given to the point 
of integration and is manifested not only by the suspension of work on, but also the reduction of funding for the NGO sector 
in these areas (Stefańska, 2015).  
 
The Act on Foreigners from 12th of December 2013 certainly simplified the provisions on residence permits for the purpose 
of higher education. That was one of the most crucial steps in adapting migration policy measures to consciously attract 
foreign students to study – and what it most important – work in Poland after they graduate. The most important is the 
principle according to which as a rule all foreigners are entitled to take up studies at tertiary education institutions in Poland. 
The rules for its admission and conditions of studies at public institutions vary depending on the foreigner’s status in Poland. 
In some cases, foreign citizens who study in Poland are eligible to receive the same benefits as Polish citizens (including 
free tertiary education). In case of the students from Ukraine this principle applies to: 
 

- individuals who have a permanent residence permit to settle in Poland, 
- individuals in possession of Polish Card, 
- individuals with refugee status and secondary protection obtained in Poland, 
- individuals with a long-term resident permit issued in Poland. 

 
Another crucial consequence of labor migration is that, with the increase in the number of migrants, the scale of monetary 
transfers to their homeland is increasing. In analyzing the volumes of transfers, it should be noted that the use of migrants 
by unofficial means of transferring funds leads to controversial data in the media. According to the National Bank of Ukraine, 
the volumes of transfers of migrant workers are gradually becoming sources of international capital inflows after direct 
foreign investment into the country. The volumes of transfers to Ukraine through the banking system increased by 13.6% - 
to 2.3 billion dollars. The volume of funds received from abroad, carried out using money transfer systems, remained at the 
level of last year and amounted to 2.1 billion USD. According to the estimates of the National Bank of Ukraine, the amount 
of funds received in the country through informal channels (through the transfer of cash or material assets from one household 
to another) in 2018 amounted to over $ 1.0 billion (National Bank of Ukraine). 
 
The analysis of remittances shows significant developmental impacts of migration on economy of the country. On the macro 
level money sent back to Ukraine may serve as an important source of capital (as compared to the value of export, 
Development Assistance or Foreign Direct Investment) but also cause inflationary pressure on disincentives and domestic 
savings. On the micro level transfers may constitute the major power of income and become a means towards all consumption 
smoothing. Remitting depends strongly on the structure of migration (including socio-demographic factors responsible for 
particular motives to remit) and the type of mobility. Also, temporary migrants are expected to transfer more likely. 
Temporary migrants whose life centers are in sending communities transfers easily become an important power of 
contractual intra-family arrangements (exchange motives playing also a vital role). This outcome is very important from the 
policy perspective, as it helps to utilize impacts of longstanding temporary migration strategies (World Bank). 
 
According to the results of the survey of financial transfers related to migration and their impact on the development of 
Ukraine, conducted by IOM in 2015-2018, transfers of migrants to Ukraine made almost half of the budget of households 
with long-term migrant workers and 60 % of the budget of those whose members practice short-term labor migration. During 
the last years, remittances are used by family members of workers for food, and then for other needs. Among other goals - 
the acquisition of real estate, durable goods, children's education, savings, etc. It should be noted that 40% of the total 
remittances were spent on consumption, 20% of transfers were invested, primarily in housing construction, housing purchase 
or repair, and another 40% was spent on savings (Malynovska, 2016). 
 
There are different options for sending money to Ukraine from Poland. Many major Polish banks allow to wire money to a 
Ukrainian bank account. However, a downside is that they insist upon an extremely high fee and weak exchange rates on 
which banks gain significant income. Providers with cash pickup, companies like Western Union, MoneyGram offer the 
option of cash pickups from thousands of agent locations across Ukraine. In addition, transfers of funds through official 
channels provide support to banks and insurance companies, from which investors only deduced capital. Under such 
conditions, there is a need to stimulate the investment of migrants earned and saved money and their family members in the 
economy of their region of residence (Kunz, 2011). 

 
Modern aspects of labor migration from Ukraine to Poland and ways to overcome the negative 

trends of this process 
 
Based on the above, it should be stated that, although Poland currently misses a comprehensive and meaningful migration 
policy – the educational policies and overall mobility principle encourage Ukrainians to take up studies at the Polish 
institutions of the tertiary education. Ukrainian students are perceived both by the governmental institutions responsible for 
education as well as by the universities themselves as an important asset that can save Polish tertiary education in the period 
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of demographic crisis. At the same time, both the governmental and university agencies promote Polish educational 
institutions in Ukraine. 
 
This part introduces the results of a public opinion poll conducted among Ukrainian students and graduates of Polish 
universities. The survey was conducted on the Internet. More than 1000 replies have been received, which allows to treat the 
responses as reflecting the views of a significant number of students. Among the respondents the biggest groups are the 
current students (83%) – people who realize a full program (bachelor or master) at one of the Polish universities. The rest 
17% are the people who have already obtained a diploma from a Polish university. Moreover, the majority of the respondents 
have been living in Poland already long enough to collect needed experience to assess better their situation in the country – 
29% have been living 1-2 years and 29% 3-4 years. The age of the respondents varies, but the largest group – 42% – consist 
of those 18-20 years old, followed by the 21-23 years’ old (32%).  
 
Students asked to choose three aspects that factored into their decision to study abroad claim that they wanted to get a diploma 
from a European university for further employment in the EU (51%), or to get better knowledge for further employment in 
the EU countries (48%). Furthermore, unsatisfactory living conditions in Ukraine (health care system, transport 
infrastructure, housing market etc.) is ranked high with 47%. The need to get a new cultural experience (30%) and the fact 
of a better study equipment among the Polish universities (25%,) and improving the knowledge of a foreign language (19%) 
are not the main reasons, however, still important for some young Ukrainians. Better regulation for further employment in 
Ukraine (9%), and a diploma from European university for further employment in Ukraine (8%) as well as armed conflict 
on the territory of Ukraine gathered 6% of the responses do not seem to be crucial for the majority of Ukrainian students for 
their motivation for studying abroad (Figure 1). 

 

 
Figure 1: Factors influencing the decision to study abroad 

 
Poland as a country of destination was considered here as a pragmatic choice. The main reason why the Ukrainian students 
decide to enroll to the Polish university is lower living cost than in other countries (39%), followed by prospects for studying 
with the discount (29%) as well as easier requirements to enroll into the universities than in other countries (28%). The 
students also indicate prospects to find a good job in Poland after the studies (field-related), the quality of education at the 
certain university, and the quality of education of the certain major/program (22% each). Such indicators like prospects to 
easily find a job in Poland after the studies (not necessarily field-related), better living conditions than in other countries 
(health care system, transport infrastructure, housing market etc.), easier requirements to get a permit for the long-term stay 
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in the country (12%) seem not to be the most relevant while going to Poland. Neither informative promotional campaign of 
the university (7%) does matter for many while deciding themselves for Poland (Figure 2). 

 
 

Figure 2: Factors influencing the decision to study in Poland 

 
For the Polish labor market, it is especially important what are the future plans of the Ukrainian students. Among the reasons 
given by those, the ones who plan to stay in Poland, at the first place state the reason for this is better living conditions (79%), 
the fact that they can earn more than in Ukraine (52%), and better job opportunities in one’s professional field (44%). Such 
reasons as unstable political situation in Ukraine (25%), willingness for the new experiences (16%), the fact that one’s partner 
lives here (14%), that it is easier to find a job (not necessarily field-related) – 17%, armed conflict on the territory of Ukraine 
(7%), and also easier to get a permission for a long-term stay than other countries (3%) are mention by a clear minority of 
students (Figure 3). 
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Figure 3: Main reasons for staying in Poland 

 

Discussion of the Findings 

 
Most of the difficulties mentioned by the respondents and reported in the above research are the result of the lack of the 
general, state-wide migration strategy that would facilitate and set the direction both for the educational and labor policies 
with respect to the young Ukrainians. The strategic migration plan would be helpful for the sake of simplifying legalization 
procedures as well as eliminating burdensome financial requirements that might unnecessarily impede the access of some 
Ukrainians both to the Polish academia and the labor market. Moreover, the process of extending the legal status for the 
students who are already in the course of their studies should be reasonably simplified so that not to put at risk of their 
potential future professional careers. Some revisions of visa extension procedures are due especially with respect to those 
students who failed some exams and hence are required to repeat an academic year – for in the current situation they risk 
being refused a residence permit and hence lose their possibility to continue their studies. 
 
Moreover, the overall rationally planned migration strategy would help to develop and introduce much needed integration 
programs for the Ukrainian youth both in the academia and on the labor market as the experts underlined that the cultural 
vicinity might actually be quite misleading in this respect and leave many Ukrainian students without the proper knowledge 
of Polish language, that subsequently closes them on the margin of Polish society and prevents them from developing 
meaningful professional careers in Poland. 
 
Beside the access to the language and other preparatory courses, it seems important to further develop the system of financial 
support, directed to chosen, from the employers needed fields of studies. Last, but not least, some coordination among public 
authorities in charge of education, migration and labor market as well as universities is more than needed. Even though the 
market regulates a lot, and the universities develop their own strategies to get foreign students, some joint actions would be 
welcome and helpful for Ukrainian young people. 
 
For Ukraine, the problem of international labor migration has become very acute. According to expert estimates, from 5 to 
9 million economically active people work outside of country. Labor migration from Ukraine caused due to a number of 
factors: the fundamental restructuring of the national economy, the loss of traditional markets, low wages, prolonged military 
operations in the East of Ukraine, the lack of a state strategy for creating new jobs. 
 
Among the socio-economic implications of labor migration for Ukraine, there is a short-term effect, which is manifested 
through a positive decrease in official unemployment statistics. Also, the increase in the number of cash transfers from labor 
migrants, who carry out transfers to their relatives from abroad, is positively affected. At the same time, there is a brain drain, 
including engineering and technical workers. The departure of labor migrants - budget workers, namely doctors, scientists 
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and educators - leads to a reduction in the nation's intellectual potential and a deterioration in the quality of human capital. 
The departure of young people from the country (initially - for studying, and then to work) brings with it the risks for the 
aging of the population to Ukraine, the demographic crisis, and the shortage of specialists in the field of national economy. 
In general, labor migration in the long-term period leads to the absence of guaranteed tax revenues to the budget and to the 
pension fund of the country, to the fall of the purchasing power of the population and to the reduction of production of 
national GDP, which may ultimately lead to impoverishment of Ukraine. This situation, in turn, increases the risks of a build-
up of public debt and the risk of default. In Poland we can observe the shortage of qualified workers. A method used by the 
government to increase their population of qualified workers is to encourage young people from outside the country to arrive, 
mostly Ukrainians. 
 
To remedy the situation in Ukraine, the state should implement an active policy to increase wages in accordance with 
international labor standards. The state should guarantee for the youth, the first workplace, including in areas related to 
innovation and the growth of the competitiveness of Ukrainian export products. The tasks of the state include the search for 
new markets and state programs of economic development of sectors, sectors of national production. The problem of labor 
migration from Ukraine in the near future will require the government to take immediate measures to resolve it, as this issue 
acquires the strategic importance of economic security for our state and determines its future in the world economy. 

 

Conclusions 

 
Migration processes have now become widespread and cover virtually all countries of the world, which creates the 
opportunity to analyze the global system of international labor relations. The international labor market is formed at the 
expense of complex and multifaceted processes between countries, which are caused by a large number of factors. 
International migration of the population and labor resources arises at a significant contrast in the levels of economic and 
social development, as well as the rate of natural demographic growth of donor countries and exporting countries of the labor 
force.  
 
According to the subject of the study, the departure of labor migrants, such as - budget workers, namely doctors, scientists 
and educators - leads to a reduction in the nation's intellectual potential and a deterioration in the quality of human capital. 
The departure of young people from the country brings with it the risks for the aging of the population, the demographic 
crisis, and the shortage of specialists in the field of national economy. In the conditions of the permanent economic crisis in 
which Ukraine is located, it is expedient to gain experience of developed countries regarding the use of intellectual potential 
and to improve the migration legislation.  
 
For Ukraine, state regulation of migration processes is a relatively new phenomenon. The problem is the need to develop a 
strategy for smart promising migration policy. Since migration processes are a significant factor in influencing the 
demographic situation, the formation of national and regional labor markets, the state should clearly define its migration 
policy, which would enable not only to successfully solve the daily problems of migration, but also to influence its causes. 
More attention needs to be paid to world experience, countries that have been successful in overcoming unemployment and 
developing the national labor market. Following mentioned above, in Poland there is a big shortage of qualified workers, 
however, method used by the government to increase population of workers is to attract young people from outside the 
country to arrive. Thus, Poland is a vivid example, which can serve as the main reference point for Ukraine in solving many 
issues. 
 
Based on the above-mentioned study, we can say that Ukraine's integration into the world labor market is an important part 
of the process of optimization of the national participation in the inter-regional labor market. Ukraine will be able to become 
an equal subject of the world labor market and a participant in the integration processes only if the efficiency of using existing 
labor potential and ensuring its development is consistent with international standards, as it is global source and an effective 
support for the competitiveness of the economy of the country.  
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Abstract 

This paper presents the relevance, from the perspective of consumer figures, to the online presentation of the mission and 

vision statement and at the same time the presence in this environment of Romanian universities. The paper presented the 

role, from a theoretical point of view, of these elements of strategic importance and also resorted to researching the practical 

need to provide information about the mission and vision of universities. The basis of the practical research is the 

quantification of the number of Romanian universities that present their mission and vision statement on their own website, 

and the analysis of the number of potential consumers who need information in that environment. At the same time, the paper 

is a demonstration of the relevance of the online presence of universities, based on the options of impulsive buyers, and also 

on the competitive environment that through the position of leaders shows the need to reproduce the same organizational 

behavior. 

Keywords: mission and vision, university marketing, university marketing strategies, social networks, knowledge society 

Introduction 

In Romania, according to the website of the Ministry of Education (Edu.ro, 2020), higher education institutions are divided 

into 4 categories. civil state higher education institutions; military state higher education institutions; accredited private 

higher education institutions and private higher education institutions authorized to operate provisionally. According to the 

same sources, their number is 101 accredited universities. The existence of a large number of universities, in itself, gives rise 

to fierce competition and, of course, requires a strategic approach from several perspectives. 

 

Adolf and Stehr (2017, p.178) state that the Internet and its new interactive methods have established a decentralized 

communications infrastructure in real time, greatly improving the comfort and speed of data transmission. To the same 

extent, the Internet has managed to reach any economic field and to a significant extent human behavior. This premise makes 

the educational field to undergo major changes and even more so the university environment which requires a series of 

continuous changes. 

 

Throughout the development of society, education has played a beneficial and fundamental role in this process, and today, 

in the context of the knowledge society, it is becoming an element without which progress cannot take place. It is in this 

circumstance that the following questions may arise: do educational institutions (universities) use the current provisions or 

tools of society in order to develop it? Does the change offered by the internet help increase competition? Do consumers use 

these tools in a beneficial way? 

 

Starting from these questions, in the body of the article, I delimited the changes produced by the information society on the 

information process in making the decision to purchase a university product, more specifically, it is verified whether the 

Internet plays an important role in the purchasing decision, through information offered to consumers. 

The importance of the mission and vision statement for universities 

Defining the mission and vision of the organization 

A simple description of the mission statement is given by Gurley, et al. (2014, p.222-223), who see it as a reason for the 

organization's existence, a goal that it set out to achieve and highlights the fact that in order to write it, it is necessary to 

answer the question "why?". The same authors (Gurley, et al., 2014) attribute the definition of the organization's vision to 

the future it declares. 
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Taking into account, therefore, what the aforementioned authors said, we can think that the mission and vision of the 

organization is closely related to the needs of the organization as well as those of consumers. If, when declaring the mission, 

the organization has to consider its own resources that help it achieve its goal, in the case of declaring the vision, it will also 

have to examine the possible evolution of consumers. In the case of universities, the contribution of the mission and vision 

statement is quite difficult to determine, but, observationally, it is easy to understand that they can identify the university 

with the principles of its consumers. 

 

Temkin (2016, p.2) notes that the mission statement highlights the uniqueness of the organization and contradicts the 

questions "why?" and how?" which are taken into account when the organization makes the mission statement and states that 

some authors consider that the two may limit its approach, in the sense that adapting the organization cannot be included in 

it and therefore wider development would not benefit desired. At the same time, Kirk and Nolan (2010, p.476), believe that 

in order to gain reputation and efficiency, an organization, especially the non-profit ones, is imperative to declare the mission 

in a way that is as appropriate as possible with his own values.  

 

Khalifa (2011, pp.30-31) is of the opinion that it is worth noting that if there is no real passion for the real mission, the 

mission statement becomes a cliché, without any major inspiration, nor can it produce real promises to it produces remarkable 

performance, but at the same time it can represent a "fertile ground" for further investigations. 

 

On the other hand, regarding the concept of vision of the organization, Brătianu and Jianu (2007) find that in order for it to 

be successful, it is imperative to consider the existence of interests but also the potential to achieve them, and at the same 

time, considers that if the organization carries out its activity in a competitive regime, and does not declare in a proper way 

the vision, its continuous regression can be reached. 

 

Summarizing the above, it can be deduced that if the statement of the mission and vision of the organization is not made by 

someone with strategic management and marketing skills, it can lead to confusion regarding them, and so that it does not 

exist, Agwu (2015) cited in Taiwo, Lawal and Agwu (2016), made a clear distinction between them, as can be seen in Figure 

1. 

 Mission Statement Vision Statement 

About 

Describe HOW you get where you want to 

be. The main objective and purpose of the 

organization related to customer needs and 

team values are explained. 

Summarize WHERE you want to be. Express the 

values and goals of the business. 

Questions he 

answers 

What are we doing? What makes us 

different? 
Where do we intend to be? 

Reference time Present to the future Future 

The function of the 

statement 

It has broad objectives for setting up the 

organization. 

The main function is internal; which 

explains the measure or measures of 

success of the organization and mainly 

concerns the management, the team and 

the shareholders. 

Emphasize where the organization is seen in a few 

years. It motivates the company to make every 

effort to reach the objectives. Provides an 

understanding of why the organization exists. 

Changes 

It can change, but it must still be closely 

linked to core values, customer needs and 

the company's vision. 

As the organization evolves, it may be tempted to 

change its vision. However, the statements 

describe the rationale of the organization, so there 

should be a minimization of the change. 

How do we develop 

the statement? 

What are you doing today? For whom? 

What is the benefit? 

Why do we do what we do? What, for 

whom and why? 

Where are we going? When do we get to that 

stage? How will we do it? 

Characteristics of 

an effective 

statement 

Reason and ethics of the organization: 

Who is the main "customer" (stakeholders) 

of the organization? What are the 

obligations of the organization towards it? 

It should be clear, concise and unambiguous: 

contain a description of a happy future; A 

remarkable and interesting expression; Exact 

aspirations, possible correlation with the values 

and culture of the organization. 

Fig. 1: Differences between mission statement and vision 
Source: Agwu (2015) quoted in Taiwo, Lawal and Agwu (2016) 

Even if there are many studies that highlight the difference between the mission and the vision of the organization, the 

confusion between them is at a fairly high level, and, as Spear (2017, p. 169) says, a more concrete and strong guidance is 

needed. for managers with a role in managing the organization's identity. 
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The role of the organization's mission and vision in universities 

A point of support in defining the role of mission and vision is the model Ashridge of Campbel and Yeung (1991), which 

presents 4 elements that, closely related, will add value to the organization. Figure 2 shows how the interaction between 

these elements can lead to the creation of an operational mission. Campbel and Yeung (1991) also define each element as 

follows: 

Purpose - answers questions such as “What is the company for? Who benefits from all the effort? Why should a manager or 

an employee do more than the required minimum? ”; 

 

Strategy - defines the business and the environment in which the company operates, as well as the position it proposes, or 

even the competitive advantage it wants; 

 

Behavioral standards - transforming purpose and strategy into action; 

 

Values - the beliefs and moral principles of the organization, which reign above the standards of behavior. 

 

Looking at each element mentioned by the two authors mentioned above, we can see what information can generate the 

statement of the mission and vision of the organization, especially in the case of a university that can not survive in today's 

competitive market, without determining how operating and specific tools in their work. 

Purpose

Values

Behavioral standards

Strategy

 
Fig. 2: Ashridge model 

Source: Campbel and Yeung (1991) 

 

Tanković (2013, pp. 338-339), analyzing the mission and vision of several organizations, concluded that each of them has 

common points, or rather a core, which is based on the following elements: 

 
Fig. 3: Central elements of the organization's mission and vision 

Adapted from Tanković, 2013 (pp. 338-339) 

Starting from this meaning (figure 3), we can highlight the idea that the role of mission and vision transcends the barrier of 

declaration itself, and reaches an invaluable value in terms of profit and satisfaction, the most important variables for the 

organization and customer. 

 

Mission

1.Products and services

2.Customers

3.Business processes

4.Organizational culture and quality

5.Additional value

Vision

1.Position on the internal market

2.Excellence / improvement / development

3.Position on the foreign market

4.Products and services

5.Organizational culture and quality
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Developing the idea of Tanković (2013) and Campbel and Yeung (1991), I can say that the way in which the role of the 

declaration of vision and mission can be directed, in the case of universities, is bidirectional. The first direction is the one in 

which it offers to the university consumer an overview of the activity, products / services, on the organizational culture and 

of the position or value that it can offer him, and the second direction is the one that provides the real evaluation of current 

and future provisions regarding the university's own development. 

 

It is easy to understand that both directions are of equal importance to the university and are closely related, but if the second 

direction indirectly impacts the customer relationship, the first has a greater influence on the behavior of university 

consumers. At the same time, consumers tend, at the time of purchase, to observe both the future and the present of the 

organization and, at the same time, to identify with it, especially in the case of educational services, and communicating the 

university's position becomes an element that could suffer, especially at a time when communication channels are vast and 

beneficiaries have a need for information positioned on a lower level taking into account Maslow's pyramid. 

 

In order to observe the importance of the mission and vision statement of the universities, I ordered a research that aims at 

informing their consumers and, at the same time, evaluates the degree of exposure of the mission and vision statements of 

the universities in Romania. 

Research Methodology 

Romanian universities have many communication channels, both physical and virtual, through which they can communicate 

with their consumers, future and current. The context of today's society requires an online presence in view of the fact that 

the current generation of students is present to a considerable extent in this environment, and it goes without saying that there 

must be a constant adaptation of the university. 

 

The purpose of this research is to observe the presence of information on the mission and vision of universities in the online 

environment and also to measure the importance of such information for their future consumers and beyond. 

 

The research is based on the use of quantitative data. The method of sampling them is a mixed one, both direct data were 

collected from respondents and indirect, using as a tool to extract Google Trends and direct observation of university sites. 

 

Identifying research objectives and hypotheses 
 

At the objective level, the present research has the following thresholds: 

 

- Determining the number of universities in Romania that present their mission and vision statement in online 

environment; 

- Establishing the degree of information in the online environment of university consumers; 

- Identifying the most sought after universities in the online environment; 

- Determining the top of universities regarding the exposure of information through social networks from the 

perspective of the number of followers; 

- Measuring the correlation between the time of purchase of a product (license program) and the use of the Internet 

as a primary source of information. 

In the case of research hypotheses, we start from the following: 

- The majority of Romanian universities present the information regarding the mission and vision statement, publicly, 

on their own website; 

- Consumers largely prefer to get information from the online environment; 

- The most searched universities, in the online environment, have displayed on their website the mission and vision 

statement; 

- The universities with the highest number of followers on social networks are of increasing importance in website 

searches; 

- Consumers who decide to buy a university product late use the internet to a large extent as a source of information. 

Estimating the value obtained from information and choosing the sources of information 

 
After the research, it is estimated that, through the accuracy and relevance of the data, the degree of need for the presentation 

of information by universities regarding the mission and vision statement can be established and at the same time it will be 

highlighted the importance they present in relation to the basis of university marketing strategies. 

 

It is worth mentioning that, in addition to the nuance of the research objectives, this information can help universities to be 

aware of the importance of providing this data, in relation to their competitors. 
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The sources of information used to meet the objectives of the research are represented by students, primary sources, and 

electronic resources provided by both universities and social platforms that universities use. 

Research Coordinates 
 

I started the research in parallel with another research, which had as time coordinates a period of 3 weeks the first 

questionnaires being applied in a period of two weeks - 09-20 December 2019, and the second series, during a week, 24-28 

February 2020, in which I addressed a questionnaire with 19 questions, addressed to students who have already completed 

the act of purchase, from which I extracted the relevant to this research. At the same time, the period in which we extracted 

the secondary data from the universities' websites, social networks, as well as other websites, is between January 25-29, 

2021. 

Information processing, analysis and interpretation 

 
In order to analyze the researched data, we used the SPSS Statistics program, as well as a way to directly observe the data. 

The sample size was determined exhaustively, using narrowly (460 respondents), given the research resources, the number 

of respondents given by the following formula: 

������ �	
� ������ =  

� ∗ ��1 − ��

��

1 + �
� ∗ ��1 − ��
�� ∗ � �

 

Where: 

 

N = population size 

z = confidence level 

e = margin of error 

p = standard deviation 

 

When determining the sample size, when determining the sample size, the 95% probability of a guaranteed result (t = 1,96) 

and the error range of ± 3,2% shall be taken into account. All are the people who passed the 2019 bachelor's exam (Edu.ro, 

2019), 84,833 graduates. 

 

Starting from the previous formula, the representative sample is 928 people, but, taking into account the research resources, 

a number of 460 was obtained, which means that it does not represent the majority and becomes statistically unrepresentative. 

The situational context and the exhaustive selection of the respondents, can represent the choice of the conclusive answers 

and thus, the study can be statistically representative, because each of the respondents received the same chance to answer 

the questionnaire.  

Quantitative analysis of the mission and vision of Romanian universities 

In order to fulfill the first objective of the research, I resorted to direct observation on the subject, therefore, I analyzed each 

website of all universities in Romania. According to Edu.ro (2017), in Romania there are 101 universities classified as 

follows: 

 

• State and civil universities - 47 

• State and military universities - 7 

• Accredited private universities - 38 

• Universities authorized to operate provisionally – 9 

 

The hypothesis he started from, imagined a majority of universities declaring their mission and vision. 

 

Their situation regarding the posting of the mission and vision statement on their website is as follows: 

 

 47.52% of them do not have the mission statement and vision publicly exposed;; 

 40.59% of them stated their mission and vision on their own website; 

 11.88% have the mission and vision statement in a different document, which is quite difficult to find, from the 

point of view of the site user, or they focused only on one of the two statements. 

According to the results, one can accept the hypothesis that most universities in Romania provide sufficient information on 

the mission and vision statement. 
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The second objective proposes to measure the degree of information in the online environment for university consumers, 

and the hypothesis offered, suggested that most respondents prefer to extract their information through this method. 

Consistent with the results analyzed, as we can see in table 1, 84.1% of respondents said that they prefer to get information 

online, while the remaining 15.9% choose other means, therefore the above hypothesis can be accepted. 

Table 1: Frequency of use of the Internet as a source of information 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid No 73 15.9 15.9 15.9 

Yes 387 84.1 84.1 100.0 

Total 460 100.0 100.0  

 

According to the website 4icu.org (uniRank, 2020), the top universities in Romania, both in terms of online searches and 

quality are presented as shown in table no. 2. 

Table 2: Top universities in Romania, in terms of online searches 

1 Babeș-Bolyai University Cluj-Napoca 

2 Alexandru Ioan Cuza University of Iași Iași 

3 Politechnica University of Bucharest București 

4 University of Bucharest București 

5 The Bucharest University of Economic Studies București 

6 Transilvania University of Brașov Brașov 

7 West University of Timişoara Timișoara 

8 Technical University of Cluj Napoca Cluj-Napoca 

9 Craiova University Craiova 

10 Technical University "Gheorghe Asachi" Iasi Iași 

 

 

Of the 10 universities in the previous top, 6 have the mission and vision statement published on their website, 2 of them did 

not mention it at all, and the other two presented it in a more difficult way for users to find, so , it is easy to accept the 

hypothesis that most top universities expose this information. 

 

The fourth objective of the research highlights the number of consumers who interact with universities in the online 

environment, using the social networks in which they are present, as seen in Figure 1. At the same time, information that is 

easy to notice , is related to the number of posts or announcements that universities use to inform their consumers. If the 

measurement in the case of the social network Facebook is difficult, the facility differs in the case of Instagram, where, 

according to image 1, I distinguish the importance of an increased number of notifications. 
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Image 1: Top Romanian universities in social networks 

Also for the fourth research objective, I decided to correlate the number of searches in the browser most often used by internet 

users, with the place that universities occupy in terms of followers on social networks. 

 

 
Image 2: The Google search trend of the first universities according to Facebook 

Within the Facebook social network, the first 5 universities as we can see in image 1, are the University of Bucharest, 

Alexandru Ioan Cuza University of Iași, Spiru Haret University and Babaș-Bolyai University of Cluj. Using the tool provided 

by Google, Google Trends, we obtained a small turnaround and, as seen in image 2, the ranking is different in searches in 

the Google browser, Spiru Haret University ranks first, with an average of 14 possible searches out of 100 possible, followed 

by Babeș-Bolyai University (13 searches out of 100), then the University of Bucharest (9 searches out of 100) and the last 

two places being equal, with 7 searches out of 100, Alexandru Ioan Cuza University and West University from Timisoara. 

 

In the same way we decided to analyze the other social network (Instagram) in correlation with the number of searches in 

the Google browser, and as we see in image 3, the ranking is as follows: Polytechnic University of Bucharest (32 searches 

out of 100), University of Bucharest (30 searches out of 100), Technical University of Cluj-Napoca (27 searches out of 100), 

Alexandru Ioan Cuza University (24 searches out of 100) and finally the University of Medicine and Pharmacy of Târgu 

Mureș (14 searches out of 100), ranking different from what the social network shows. 

 
Image 3: The Google search trend of the first universities according to Instagram 

Rank FACEBOOK Likes

1 University of Bucharest 93510

2 Alexandru Ioan Cuza University of Iasi 88880

3 Spiru Haret University 79657

4 Babes-Bolyai University 55529

5 West University of Timişoara 39586

6 The Bucharest University of Economic Studies 35216

7 Transylvania University of Brasov 32787

8 Craiova University 30716

9 Victor Babes University of Medicine and Pharmacy in Timisoara 30197

10 Politechnica University of Bucharest 30067

Rank INSTAGRAM Followers Posts

1 University of Bucharest 6374 560

2 Politechnica University of Bucharest 5253 353

3 George Emil Palade University of Medicine, Pharmacy, Science and Technology from Targu Mures 5197 356

4 Technical University of Cluj-Napoca 4056 379

5 Alexandru Ioan Cuza University of Iasi 3134 247

6 University of Art and Design from Cluj-Napoca 2421 195

7 Transylvania University of Brasov 2245 130

8 Technical University "Gheorghe Asachi" Iasi 1604 161

9 University Dunarea de Jos Galati 1315 340

10 Romanian-American University 1296 668
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Taking into account the two analyzes previously performed, I can refute the hypothesis according to which the most followed 

universities, on social networks, receive the same importance when searching on websites. 

 

To achieve the ultimate research goal, I conducted with the help of SPSS, a crosstab analysis, with which I measured the 

probability that among university consumers, students who chose very late to go to a particular college and those who chose 

early , there is a statistically significant difference when using or not using the internet as a primary source of information. 

According to the information from table 3, there is a low and negative intensity link between the two variables mentioned 

above, as Phi coefficient (-0,003) shows us,  which means that there is a statistically significant difference between the two 

variables and, therefore, the alternative hypothesis can be assumed that as we assumed in the case of research hypotheses, 

students / consumers who make quick purchasing decisions use the Internet to a greater extent for information, as can be 

seen in figure 4. 

 
Figure 4: Correlation between the method of information and the time of acquisition 

 

Table 3: Crosstab analysis of the information method and time of acquisition 

 

Symmetric Measures 

 Value Asymp. Std. Errora Approx. Tb Approx. Sig. 

Nominal by Nominal Phi -.003   .952 

Cramer's V .003   .952 

Interval by Interval Pearson's R -.003 .047 -.060 .952c 

Ordinal by Ordinal Spearman Correlation -.003 .047 -.060 .952c 

N of Valid Cases 460    

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 

 

Conclusions 

Consistent with the purpose of the research and the article, as well as the results of the research, I deduced the idea that 

information, in the current environment in which universities operate, either physically or online, is extremely necessary to 

be present with absolutely all the tools they provide, in order to obtain not only recognition but also involvement from 

consumers in the process of creating satisfaction. 

 

It goes without saying that the Internet plays a key role in the work of any organization. In the case of universities, which 

have a target audience, the current generations, who master the tools that the Internet offers and suffer a major influence 

from it, is definitely a need without which these organizations can not survive. 

 

The first objective of the research showed that not all universities in Romania have a strategic approach, as the theory teaches 

us, and even if they probably stated their vision and mission in personal documents, they do not make them available to their 

consumers, and that, it can have a negative effect, as we have noticed in the case of their searches in the internet browser or 

even in the case of social networks. At the same time, another objective of the research showed that from the top of the best 

ranked universities in Romania, 8 of them have information about their mission and vision publicly exposed, which means 

that their concern for correlating customer expectations with the activity and own expectations is an important strategic 
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element. It is difficult to measure whether this is an extremely important factor, but the competitive environment teaches us 

that sometimes it is good to act like leaders in order to fight them. Also from the research results we saw that the type of 

impulsive buyers, who make the decision in a hurry, largely use information through the Internet, and if of all categories of 

buyers, they are the majority, it is absolutely necessary to provide information where they can get more easy on them. 

 

Another direction in which this article can go is that in which each mission and vision statement would be analyzed 

qualitatively, referring to the differences that Agwu (2015) cited in Taiwo, Lawal and Agwu ( 2016). 

 

Summarizing the aspects of the article, I can conclude by noting that in addition to the clear idea of the need to present the 

mission and vision statement, it is necessary to have someone to show this information to and to reach those consumers we 

must fight using the most handy tools, both for us and for them. 

Limits of Research 

Regarding the barriers that research may have, I can say that they are related to the complexity of the questions and their 

unconscious distortion by the respondents. At the same time, the google trends report not only analyzes the consumers' 

searches, but also the possible news about the subject in question, and on the other hand, the search could be done from 

another search engine. Another limitation is related to the google trends report, which can be influenced by the automatic 

suggestion of searches, which means that based on previous searches or even the location, the consumer can be influenced. 
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Abstract 

As a basic principle for understanding and predicting the operation of a system, the modeling process is, without a doubt, a 

technique that helps to develop any phenomenon. A concept almost never used in university marketing is marketing 

modeling. The need for this process stems from the need to know exactly certain phenomena that occur around the marketing 

activity of any organization. It is easy to understand that the modeling process is closely related to making good decisions, 

creating effective strategies. The aim of this paper is to observe the degree of applicability of the Howard-Sheth behavior 

model in the process of attracting students in the purchase of university products (bachelor's / master's / doctoral program). 

The paper presents an analysis of the most important behavioral influencing factors that act on the acquisition decision. From 

their analysis, a decision tree emerged that demonstrates the applicability of the model, model subjected to a sensitivity 

analysis and then correlated the most important influencing factors to observe the difference between respondents. At the 

same time, in accordance with the results, it was decided to add a new element in the analyzed model. 

Keywords: marketing, university marketing, marketing models, consumer behavior 

Introduction 

The current situation of the educational environment, as well as the role that higher education plays in the contemporary 

society, which is constantly changing, puts us in the situation of generating a series of questions that can help us to know, 

whether educational institutions can lead to a much wider development of society. In this circumstance, questions can arise 

such as: can higher education institutions attract a larger number of students, relative to the competitive environment? Do 

they (universities) use all the resources and tools necessary to optimize their own activities to attract students? To what extent 

can these institutions change the decisions to choose university programs / products? 

 

Mishra (2018) sees as the foundation of marketing, in higher education, the optimal use of resources by analyzing data and 

making the most beneficial decisions, in order to properly understand current and future students and to reach their level of 

expectations. A forecasting model helps to an important extent any organization, especially a university, to be able to analyze 

its own consumers, students, in order to establish its own strategies to attract them and complete the process of offering 

value. expected by them. 

Modeling in University Marketing 

As Strong (2014) states, decisions depend on how to understand a situation, to know the directions of the variables in a game, 

and their strategic application is closely related to the decision maker's use of the model. Coughlan, et al. (2010), attribute 

the modeling process in marketing to the questions "how?" and “why?”, considering that they are the basis for describing 

consumer behavior, segmentation, industry, and competition characteristics, and also considers that analytical models are 

strategic in that they try to explain certain phenomena and help to making good decisions and achieving maximum 

profitability. 

 

Observationally, this role can also be attributed to the modeling process in university marketing, but studies to demonstrate 

the applicability of modeling in educational organizations are very limited, although with the help of modeling valuable 

information can be obtained. 

 

Coughlan, et al. (2010) considers that an analytical model can generate a number of problem-solving techniques, can attack 

problems from a real perspective, can help where other marketing tools fail to help us make decisions, and of course it can 

make very quick decisions that can definitely help any organization. 
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If we think from the perspective of the authors mentioned above, the existence of a model to substantiate decisions in higher 

education institutions is absolutely necessary. Referring to the previous questions (“how?” and “why?”), We can imagine 

what impact the explanation through a model of the purchasing decision-making process or a pricing model could have, as 

well as models for establishing promotion budgets in the university environment. 

 

In order to observe the contribution of modeling in university marketing, we ordered the testing of a behavioral model, which 

can generate a series of strategic options, namely the Howard-Sheth model. 

Howard-Sheth Model 

In the article written by Xinhui and Han (2016), after an analysis from the perspective of the rational and irrational consumer, 

the factors influencing the decisions of different types of consumers, starting from the Howard-Sheth model, it is revealed 

that such a behavioral model gives various marketing possibilities and causes irrational behavior to prevail. 

 

Prasad and Jha (2014) and Kurunathan and Shanmugathas (2017) describe the Howard Shet model as a model that sums up 

the learning of consumer attitudes and perceptions as a result of the application of stimuli. At the same time, the model, as 

noted by Kalpana and Shibu (2016, pp. 387-388), calls into question the decision-making process in the circumstance of lack 

of information about the product. In the same way, I can add, to those mentioned above (Kalpana and Shibu, 2016), according 

to the model, the other two situations in which the decision maker may be, namely having sufficient or partial information 

about the product. 
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Fig. 1: Howard-Sheth model 

Adapted from Kurunathan and Shanmugathas (2017) 

According to the model discovered by John Howard and Jagadish Sheth, in 1963, the processes of consumer thinking from 

a decision-making perspective are explained. 

 

As can be seen in figure 1, the model contains 4 main blocks with variables, such as inputs - stimuli manifestations, perceptual 

variables, learning variables and outputs. These blocks present on the one hand endogenous variables (inputs, perceptual and 

learning), exogenous variables, and on the other hand, in the output block, we find behavioral manifestations. 

 

As can be seen in the figure, the authors of this model, divide consumers into three types: 

 

- those who have a lot of information and the purchase decision is rather based on a routine behavior: their decision-

making route (marked in red in fig. 1), is a simple one, which does not require much effort. They have a strong predisposition 

on the brand and have well-defined selection criteria, and the evaluation of alternatives is unlikely. The probability of 

acquisition is high, and their decision-making process is in the form of: 

 

INTENTION -> PURCHASE 

CONSUMER TYPE 1 
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- those who do not have enough information and in the decision-making process other variables intervene: their 

decision-making path (marked in green in fig. 1), is a bit more complex and has a greater effort for the consumer, to form 

their attitude towards the product/service. The consumer, in this position, must outline his choice criteria and evaluate his 

alternatives. The probability of acquisition is lower compared to that of type 1 decision maker and their decision-making 

process is of the form: 

 

ATTITUDE -> INTENTION -> PURCHASE 

CONSUMER TYPE 2 

- those who have no information at all and the decision has a number of unknown variables: the route of the decision 

(marked in purple in fig. 1), has several paths, here they have not defined any selection criteria or relevant information, in 

practice, they are in the early stages of the decision. The probability of acquisition is lower than that of the type 2 decision 

maker, and their decision-making process is of the form: 

 

ATTENTION -> UNDERSTANDING THE BRAND -> ATTITUDE -> INTENTION -> PURCHASE 

Although apparently a relatively well-organized, and observationally correct model, the Howard-Sheth model has little 

uncertainty about the links between its variables. Farley and Ring (1970), made a study applied to 2200 people and showed 

that the limits of this model are the reduced possibility of operationalizing some variables. 

 

In order to verify its incidence in university marketing, as well as the possibility for it to generate information to help the 

good substantiation of strategic decisions, I conducted research that serves to test this model. 

Research Methodology and Coordinates 

Identifying the decision-making problem and the purpose of the research 

 
Knowledge of the decision-making process, the foundation of consumer behavior and purchase, or purchase intention, is a 

major factor that can determine the market success of any organization, especially an educational institution. 

 

The purpose of this research is to test the relevance of the Howard-Sheth model in university marketing, as well as to explain 

the purchasing decision-making process from its perspective, and to delimit the processes underlying the determination of 

the purchase intention. 

Identifying research objectives and hypotheses 
 
At the level of objectives, the present research aims to: 

 

O1. Determining the most important variables in the model, for each decision maker category; 

O2. Checking the process (direction) for each of the types of decision makers given by the model; 

O3. Verification and measurement of factors of physical, mental and social influence. 

Regarding the research hypotheses, they start from the following premises: 

H1. The strongest influences on the decision are represented by the exogenous variables; 

H2. In most cases, the probability of a positive decision to choose the university product is higher for type 1 decision makers; 

H3a. The strongest factor of physical influence is represented by the level of quality of services provided and (H3b) shows 

a statistically significant difference depending on the sex of the respondents; 

H4a. The strongest psychic influence factor is represented by the level of the purchase price and (H4b) and presents a 

statistically significant difference depending on the sex of the respondents; 

H5a. The strongest factor of social influence is represented by the family and (H5b) presents different volatilities depending 

on the sex of the respondents; 

Estimating the value obtained from information and choosing the sources of information 

 
Following the research, it is estimated that, through the degree of relevance, relevance and sufficiency of the data, it will be 

established the extent to which the applicability of the model is timely and favorable in the process of establishing university 

marketing strategies. The major influence of research data will be able to improve the quality of services in universities, but 

especially the way of predicting the behavior of potential consumers, which can help increase the adaptability of universities, 

depending on their needs. 

 

In addition to the value of the research objectives, the study can provide important information regarding the respondents' 

considerations regarding the university's strengths and weaknesses, elements that can easily be transformed into data about 

external opportunities and threats, and also strategies may change depending on these results. Therefore, an analysis of the 
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sensitivity of the variables in the model as well as the modification of the variables in favor of the university, not only 

improves the chance to choose the university product, but also offers a perspective on the activity of the organization. 

 

Taking into account the resources, as well as the objectives and purpose of the research, it will have as a source of information 

students, who are direct carriers of the information needed for the study. 

 

The article is a plus in university marketing for the contribution it brings to the knowledge of the decision-making process 

of purchasing university products. At the same time, it contributes to the development of the modeling process in university 

marketing, a field almost not touched by this area, and draws a direction for modeling research.  

Research coordinates and sample size 

 
Modal coordinates: 

 

In order to achieve the objectives, a questionnaire with a number of 19 questions was created, which results in a number of 

46 variables to be studied. 

 

The questionnaire was applied to the students, after completing the act of purchasing the university product (bachelor's 

program) 

 

Sample size: 

 

In establishing the sample size, the 95% probability of guaranteeing the result was taken into account (t = 1.96), the standard 

error ± 3.2%, respectively the population that presents the characteristics, more specifically, those who passed the 

baccalaureate exam, in 2019 (Edu.ro, 2019), a number of 84,833 graduates. 

To determine the sample size, the following calculation formula was used: 

 

������ �	
� ������ =  

� ∗ ��1 − ��

��

1 + �
� ∗ ��1 − ��
�� ∗ � �

 

Where: 

 

N = population size 

z = confidence level 

e = standard error 

p = standard deviation 

Information processing, analysis and interpretation 

 
The processing and analysis of the information was performed with the help of the IBM SPSS Statistics program, where 

several types of analysis of the questions were made by which the relative frequencies were established according to the 

researched variables. 

 

Regarding the main analysis method, i used the decision tree method, a method not found in university marketing, much less 

in behavioral modeling used in university marketing. This method uses technology that helps divide large groups with 

different characteristics into small groups with similar records (Al Ghoson). The method is used in many fields and, of 

course, quite relevant. It finds the most important variables of a model, based on the reduction of the model, the more 

variables it has, the more important it is for the model (Song & Lu, 2015). 

 

According to the calculations using the aforementioned formula, the sample size is 928 people. Given the research resources, 

it was addressed to 460 people, using a comprehensive sampling method, and the people were chosen from current students. 

Results and Discussions 

According to the analysis, regarding the first objective, the results are presented in the following form: 
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Fig. 2: Association of variables 

 

As can be seen in figure 2, after analyzing all the variables used in the model (46 variables), a series of 20 variables was 

generated showing an association with the decision variable. The figure reports in descending order, having as a reference 

element the chi-square association coefficient, the degree of relationship between the variable used as the center of the 

decision and the strongest influences on it. 

 

Following the analysis, it can be noted that the strongest variable is the awareness of the benefit of the university product, 

with a chi-square association coefficient of 63,312, which shows that there is a significant difference between the two 

variables depending on the final decision chosen, making the purchase, thinking again or to refuse the purchase. 

 

To verify the association differences of the variables, I performed a sensitivity analysis for the first variable. Following the 

analysis, we noticed that the degree of association between variables decreases at similar changes and increases at maximum 

or minimum changes of the decision value. In other words, when all decision makers tend to go in the same direction of the 

decision, the degree of association decreases, and when there is a clear distribution of answers / decision, the degree of 

association increases. 

 

Consistent with the first research objective, I can say that most variables that have a major influence on the decision, are 

endogenous in nature as seen in fig. 2, therefore, the H1 hypothesis is rejected. 

 

In order to test hypothesis number 2, I created with the help of the analysis in SPSS, a decision table for all types of decision 

makers. The analysis contained all 46 variables, which were reduced to a number of 4 variables, which shows the highest 

probability of choice for the types of decision makers. According to the analysis, a series of 11 nodes were generated, which 

contain the variables with maximum probability of winning for each type of decision maker. 

CONSUMER TYPE 1 

 

The road of type 1 decision maker passes through nodes 9, 6, 8, 11, 10, 5 and 4, as can be seen in figure no. 3. Therefore, for 

the type 1 decision-maker who is aware of the need, on a scale of 1 to 10, above level 8, and the attitude towards the brand 

is very favorable, the probability of buying the product is 84%. The same type of decision maker for whom the brand is an 

important asset to the indifferent, in a proportion of 76.2% will make the decision in a not very short time, and the probability 

that those who consider their need is a real one, on a scale from 1 to 10, below the level of 8, inclusive, and considers the 

brand to be a very important element, it is 50.8%. The probability of choosing the university product, in the case of the 

variable that states the orientation towards the information society is 38.7% in the case of those who do not have inclinations 

towards the new society, make the decision not very quickly and consider the brand as an important component in decision 

making. of 38.2% in the case of those who support information development, the gain of the decision maker derived from 

the category of those who made the decision in a very short time and also, they think that the brand is an important piece. To 

a lesser extent, 24% and 22.6%, respectively, is the probability of acquisition in the case of those who have created a less 

favorable image of the university product brand and who are oriented towards the knowledge society (24%) or not (22.6%). 

 

CONSUMER TYPE 2 

 

As shown in figure 3, the gains for the type 2 decision maker are in the case of nodes 5, 11, 8, 10, 4, 6, and 9. The highest 

probability of acquisition (57.3%), in the case of those undecided , are in the right of those who evaluate the brand of the 

product as unfavorable and are not oriented towards the information society, followed by those who have a favorable attitude 

towards the brand, make the decision relatively difficult, over time, and are not oriented towards the information society (54 

, 8%). A gain from the type 2 decision maker can come to a good extent (40.7%), from those who consider the image of the 

product to a very large extent and consider that its need is on a level (from 1 to 10) 8 or below 8. The next probability (35.3%) 
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of the purchase of the product, comes from the one who considers favorable or indifferent the brand, makes the purchase 

decision more difficult in terms of time and is company-oriented informational. 32.3% is the probability that the one who 

has a less favorable attitude towards the brand and is oriented towards the information society. The percentage drops to 

16.7% in the case of those who quickly decide to purchase and have a favorable attitude towards indifference to the brand. 

Type 2 decision makers, who consider the brand to be a very strong element in decision making and are aware of the need 

at a level above 8 (on a scale of 1 to 10), have a 16% probability of making the purchase. 

 

CONSUMER TYPE 3 

 

The profile of decision maker 3, who has the lowest product purchase probabilities, has gains in nodes 4, 10, 5, 8, 6 and 11. 

The probability that those who do not have enough information (decision maker type 3) to buy the product is relatively low, 

but those with a higher probability are those who have a less favorable opinion towards the brand and who are oriented 

towards the information society (45.2%). The next ones who are liable to become buyers, with a probability of purchase of 

26.5%, are those who are oriented towards the information society, make the purchase decision quickly and have a favorable 

to indifferent brand attitude. With an acquisition probability of 18.7%, there are those who have adopted an indifferent or 

unfavorable position on the brand and are not oriented towards the information society. The level of achievement of the 

purchase reaches the percentage of 8.5% in the case of those who consider that the image of the product is very important 

and are aware of the need at a level of 8 and less than 10 maximum. Those who make the decision quickly and consider that 

the brand of the product, for them is indifferent to the important, have a purchase probability of 7.1%. Also, among those 

who have an indifferent to favorable attitude towards the brand are distinguished with a probability of 6.5% those who do 

not believe in the benefits of the information society and make the acquisition decision in a longer time. 

 

Fig 3. Decision tree 

 

In order to observe the difference between the types of decision makers, we have generated a classification that shows in 

front of which there is a greater possibility to buy the university product. As we see in table 1, the highest probability of 

acquisition is next to the type 1 decision maker, with a percentage of 74.3%, followed by type 2 with 46.1%, respectively 

type 3 with 37.3%. 

Table 1: Acquisition probabilities 

 

Classification 

Observed 

Predicted 

Type 1 Type 3 Type 2 Percent Correct 
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Type 1 162 14 42 74.3% 

Type 2 70 20 77 46.1% 

Type 3 29 28 18 37.3% 

Overall Percentage 56.7% 13.5% 29.8% 58.0% 

Growing Method: CHAID 

Dependent Variable: Chosing a solution 

 

According to the previously mentioned results, we can confirm the hypothesis (H2), according to which the acquisition 

probabilities are decreasing depending on the type of decision maker, as can be seen in table 1. 

 

Consistent with the results obtained in the analysis, and with objective number 3, I established the most important factors of 

physical, mental and social influence through their individual research and I noticed that they may differ depending on the 

sex of decision makers, and the most important factors are the following: 

 

 

Table 2: Statistical indicators - physical influence - respondent sex 

 

Symmetric Measures 

 Value 

Asymptotic 

Standard Errora 

Approximate 

Tb 

Approximate 

Significance 

Nominal 

by 

Nominal 

Phi .174   .008 

Cramer's V .174 
  

.008 

Interval by 

Interval 

Pearson's R .134 .046 2.894 .004c 

Ordinal by 

Ordinal 

Spearman 

Correlation 

.136 .046 2.935 .004c 

N of Valid Cases 460    

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 

 

 

Fig. 4: Correlation - physical influence - sex of the respondent 

 

We can consider, with the help of the Phi coefficient, with the value of 0.174 (shown in table 2 and figure 4) that there is a 

positive link between the two variables of very low intensity, therefore, we can reject the H3b hypothesis, which claims that 

there are noticeable differences between the sexes of the respondents regarding the most important physical influence, and 

at the same time we can accept the H3a hypothesis, which predicts the quality of services as the most important factor of 

physical influence. 

 

An extremely important element in choosing a product is the product of competitors, which can have a positive role in our 

favor, as shown by the analysis that shows that the distinctive/ differentiating elements are taken into account to a significant 

extent. Also, here we observe regarding the Phi coefficient, which has the value of 0.235 (table 3 and figure 5) as it shows 

us that between the variable Respondent Sex and the Level of psychic influence - distinctive elements, there is a positive 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

717



 

 

connection, but a weak connection. Therefore, we can refute both the H4a and H4b hypotheses, which claim that the most 

important element of psychic influence is price and that there is a statistically significant difference between the sex of the 

respondents and the influence exerted on them. 

Table 3: Statistical indicators - mental influence - respondent sex 

 

Symmetric Measures 

 Value 

Asymptotic Standard 

Errora 
Approximate 

Tb 

Approximate 

Significance 

Nominal by 

Nominal 

Phi .235   .000 

Cramer's V .235   .000 

Interval by 

Interval 

Pearson's R -.181 .045 -3.930 .000c 

Ordinal by 

Ordinal 

Spearman 

Correlation 

-.184 .045 -4.006 .000c 

N of Valid Cases 460    
a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 

 

 
Figure 5:  Correlation - psychic influence - sex of the respondent 

 

The same analysis, as in the other two cases, as we can see in table 4 and figure 6, I used to determine the most important 

factor of social influence, as can be seen is the social class, according to the percentage of influence of 11.2%, calculated in 

correlation with the variable Sex respondent. At the same time, as we can see in table 7, the Pearson correlation coefficient, 

with the value of -0.039 shows us that between the variable social class and sex of respondents there is a negative correlation, 

almost non-existent, calculated at a 95% confidence interval, which indicates that the relationship between the two variables 

is not statistically significant. According to the previously mentioned results, we can refute the hypotheses H5a and H5b, 

which support the idea that the family is the most important factor of social influence and that there are significant differences, 

at the level of choices, between the sexes of the respondents. 

 

Table 4:  Statistical indicators - social influence - respondent sex 

 

Symmetric Measures 

 Value 

Asymptotic Standard 

Errora 

Approximate 

Tb 

Approximate 

Significance 

Nominal by 

Nominal 

Phi .112   .121 

Cramer's V .112   .121 

Interval by 

Interval 

Pearson's R -.039 .046 -.833 .405c 

Ordinal by 

Ordinal 

Spearman 

Correlation 

-.038 .046 -.819 .413c 

N of Valid Cases 460    

a. Not assuming the null hypothesis. 
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b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 

 

 

 
Fig. 6: Correlation - social influence - sex of the respondent 

 

It goes without saying that the most important aspects of the paper are related to determining the most important influences 

on purchasing behavior, resulting from the Howard-Sheth model, which demonstrates its applicability in the case of a 

university product. At the same time, the determination of the degree of influence, at percentage level, on the acquisition, for 

the most important variables represents a piece, a sine-qua-non component in the current marketing, all the more in the case 

of university marketing. 

 

The relevance of the article is attributed to the changes in university marketing, which, along with generations of consumers, 

students, need to be constantly updated to meet the most important goal of marketing, namely, creating greater consumer 

satisfaction, in the best conditions. The biggest changes, as we saw in the previously mentioned results, can occur at the level 

of influencing factors, and if they are not noticed and at the same time modified in a positive sense, the organization may 

suffer. 

 

Possible discussions on the subject can be brought around the reasons and criteria for choosing the product, on the dynamics 

of the types of decision makers in terms of personality, perception in relation to the ever-changing society and, perhaps even 

around the idea of determining and eliminating the risks of decreasing the probability of acquisition. 

 

Conclusion 

What results from the series of findings in the results section is the applicability of the Howard-Sheth model, and the 

timeliness and relevance of this information may demonstrate that it is appropriate to create a set of strategies consistent with 

the behavior and segments of consumers analyzed. 

 

Even if, according to the results, there is not a very high incidence and degree of influence for all the variables included in 

the model, in the most important influence variables we find both elements of inputs - stimuli, perceptual variables, learning 

and output variables, so as we see in figure 2. As can be seen in table 1, each of the types of decision makers respects their 

probability of acquisition, which is another pro argument of applicability. At the same time, the analysis of the correlation 

of the most important influencing factors of social, mental and physical nature, which shows that there are no statistically 

significant differences between the sexes of the respondents can offer an advantage to the university in creating strategies. 

 

In the current conditions of the university market, understanding the behavior of their own consumers can offer a wide range 

of opportunities and expose their consumers to easily predictable choices for universities. This offers a huge advantage for 

organizations that use new technologies and behavioral analysis techniques to attract, connect and retain customers 

responsibly. 

 

It is worth mentioning that, as the research results show, focusing on determining the most important influencing factors and, 

subsequently, increasing confidence in each of them, can lead to exceptional purchasing results. 

 

The same analysis, used to determine the degree of association between independent variables and the dependent variable 

(decision), and its result, can generate the degree of influence of all independent variables, percentage, and then, depending 

on its resources, the educational institution can address a series of strategies to help it increase the extent to which the 

consumer wants the purchase. 
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At the same time, an attempt to revise the Howard-Sheth model may be beneficial given the addition of new, more current 

stimuli. As the decision-making tree shows, students are largely oriented towards the information society, and this 

phenomenon is specific to our days, an era of information technology that increasingly influences the behavior of individuals. 

Observationally, the Internet influences consumers both at the level of information and at the mental level (through the 

communities created there and their individuals), and this fact cannot be ignored by an organization, especially by an 

educational institution, in a technology-dependent society and especially young people who are most subject to the 

persuasion of this virtual environment.  

 

To conclude, we came to the idea that considering one of the most representative nodes in the decision tree, namely the 

orientation towards the information society and the context in which the main consumers (young) are today, we decided to 

add in the block of entries a new element, namely the Virtual Environment, as we can see in figure 7, with two sub - elements 

of great importance for current consumers - the social bubble and information. The first stimulus, the social bubble, can be 

translated through the group of friends and organizations with which consumers interact in the virtual environment and who 

can change their decision, and the second stimulus, information, refers to the notions that are considered relevant by them, 

regarding the product. 

 

 

 
Fig. 7: Adaptation of the Howard-Sheth model 
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Abstract 
 

Objective: To carry out a multidimensional comparative analysis of the number of deaths in European countries during the 

COVID-19 pandemic in terms of economic security. Outline/Methodology/ The subject of the study is 31 European 

countries while the object of the study of is the number of human deaths. The study formulates the Assumption -  following 

research question: Will the multidimensional comparative analysis of the number of human deaths during the COVID-19 

pandemic in terms of economic security make it possible to predict the number of deaths in the future? Conclusion: The 

distribution of human deaths in 31 European countries considered on a weekly basis over a period from week 9 to week 16 

of 2020 is normal. In all European countries which have been discussed, the COVID-19 pandemic has led to an increase in 

human deaths but the strength of the growth rate in each country is at different levels. Practical implications: Detecting 

upward trends in deaths in 2020 will change the regularity of human deaths from previous years (2017-2018) which, in turn, 

is likely to transfer to a reduction in the number of deaths in the future in proportion to their increase in 2020. 

Originality: The application of multidimensional comparative analyses of 31 European countries will allow the number of 

deaths of people to be predicted in the future in a dynamic way. 

 

Keywords: Population, Deaths, Multidimensional Comparative Analyses, Economic Security. 
 

Introduction 
 

The sources of knowledge about the threats of the modern world are scattered. They can be found in: security strategies, 

reports, expert opinions of various international institutions, authorities of individual scientific disciplines. One of the threats 

defined in the above documents and experienced by all countries in the world in 2020 is an infectious disease called COVID-

19. 

 

COVID-19 infectious disease first appeared in Wuhan, China in December 2019 [10]. Since then, it has quickly begun to 

spread and threaten people around the world. On 11 March 2020, the World Health Organization declared COVID-19 a 

global pandemic [7]. This has contributed to the introduction of a number of restrictions in respective countries of the world, 

such as: closure of borders [12], limitation of movement, the use of exceptional personal hygienic products including the 

obligation to wear masks [4]. 

 

According to the own studies which have been carried out, in the preliminary stage of the COVID-19 pandemic (March 

2020), the number of deaths in European countries hovered in total around a statistical error of around 0.005 percentage 

points [2]. The further study attempts to research the number of deaths in 2020 caused by the COVID-19 pandemic in 31 

European countries in terms of economic security. 
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In the literature many definitions of the term ‘security’ can be found. Szubrycht points out that this is a sense of confidence 

and a guarantee of its preservation and a chance to improve [8]. According to Kitler, security is the internal trust, peace of 

mind and confidence properly or falsely justified in circumstances of concern [1]. The study focuses on one type of security 

which is the economic security. 

Economic security refers to threats to prosperity, free access to markets, financial resources, natural resources and an 

adequate standard of living for the population [5]. The COVID-19 pandemic has drastically changed citizens' lives.  There 

has been an increase in unemployment [14], long-term restrictions on displacement [13] and others. 

 

The study was conducted with the application of multidimensional comparative analyses. These analyses are groups of 

statistical methods with which at least two variables describing each examined object (phenomenon) are analyzed 

simultaneously [3]. The study used weekly death indices in 2020 in 31individual European countries compared to the 

arithmetic mean of weekly deaths from 2016 to 2019. 

 

The study consists of an abstract, which outlines the methodology of the studies, the two substantive points and the summary 

with conclusions. 

 

Multidimensional comparative analysis of human deaths during the COVID-19 pandemic in 

European countries 
 

The study began with the creation of a bar chart (Fig. 1) of the total of weekly deaths from week 9 to week 26 in 2020 in 31 

European countries under consideration jointly. 
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Fig. 1: Bar chart of weekly deaths in 32 European countries from March to June 2020 (impact of covid-19) [11] 

Figure 1 shows that the highest number of deaths in the period under consideration were recorded in 14. week. The total 

number of deaths in 31 European countries in week 14 equals 146,320. The arithmetic mean of deaths in the week 14 of 

2020 in the 31 analyzed European countries was 4,720, while the median was lower and reached the level of 1,870 deaths. 

The highest number of deaths in week 14 in 2020 among 31 European countries was recorded in Spain and equaled 20 653, 

while the lowest one in Liechtenstein was 7 deaths. An analysis of the data compiled in Figure 1 shows that the smallest 

recorded number of deaths in 31 European countries in the 18 weeks considered (W9 to W26) was observed in week 25 and 
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equaled 92,507 people. It was lower than the total number of deaths observed in week 14 in 2020 by 53,813 deaths in 31 

European countries. The arithmetic mean of week 25 in 2020 in 31 European countries was 2984 deaths and it turned out to 

be lower than the arithmetic mean of week 14 in 2020 by 1,736 deaths. The median in week 25 was 1870 and it was lower 

than the one recorded in week 14 by 457 deaths. 

A further stage of the study was an analysis of the distribution (Figures 2 and 3) of the total of deaths in 18 weeks of 2020 

in 31 European countries (from week 9 to week 26 in 2020). 
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Fig. 2: Histogram of the total number of deaths in 31 European countries on a weekly basis from March to June 

2020 (impact of the infectious disease COVID-19) [11] 

 

The histogram (Figure 2) proves that the distribution of the analyzed data is normal, slightly right-hand asymmetric. In order 

to confirm the normality of the distribution of the data under consideration, a normality graph was made with the Shapiro-

Wilk test. The results are outlined in Figure 3. 
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Fig. 3: Normality graph of the total number of deaths in 31 European countries on a weekly basis from March to 

June 2020 (impact of infectious disease COVID-19) with the Shapiro-Wilk test [11] 

 

Figure 3 shows that the distribution of the under consideration is normal. The normality of the distribution was confirmed 

by the Shapiro-Wilk test in which the pvalu is higher than the significance level and equals 0.0674. 

 

The next stage of the study was the analysis of human deaths (Figure 4) in 31 different European countries in 18 weeks in 

2020 (from week 9 to week 26 in 2020).  Figure 1 shows that the highest total deaths in 31 European countries in 18 analyzed 

weeks in 2020 were recorded in week 14. This has become a prerequisite for the ranking of deaths in each country, with the 

number of deaths in week 14 as the basis for it in 31 European countries from the highest to the lowest. The results are 

outlined in Figure 4 (X2 axis). 
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Fig. 4: A line chart of the number of weekly human deaths in 31 different European countries from March to June 

2020. The figures were ranked from the highest to the lowest number of deaths in week 14 in 2020. The X2 axis 

contains the ranking positions of each of the 31 countries [11] 

 

The observation of the data shown in Figure 4 makes it possible to conclude that in week 14 in 2020 (the period during which 

a total of 31 European countries recorded the highest number of deaths – 146 320) the highest number of deaths were recorded 

in Spain:  20 653. The second place took Germany with 20,622 deaths. Italy came third with 19,640 deaths. France came 

fourth with 19,036 deaths. In fifth place there was the United Kingdom, with 18,539 deaths. Poland took sixth place with 

8,145 deaths. Each of other European countries had less than 5,200 deaths in week 14 in 2020. It should be highlighted that 

the highest spread of human deaths in 31 European countries in the 18 analyzed weeks in 2020 was observed in the UK and 

amounted to 14 389 deaths. Then, there were Spain (13,705 deaths), Italy (12,589 deaths), France (8,410 deaths), Germany 

(4,277 deaths), Belgium (2,492 deaths), the Netherlands (2,428 deaths), Poland (1,103 deaths), Sweden (913 deaths), 

Romania (803deaths), Portugal (783 deaths) ,Switzerland (778 deaths), Hungary (731 deaths), Greece (684deaths), the Czech 

Republic (445 deaths), Austria (423deaths), Bulgaria (381 deaths), Slovakia (292deaths), Croatia (275 deaths), Finland 

(223deaths), Denmark (206 deaths), Norway (192 deaths), Latvia (131 deaths), Slovenia (112 deaths), Lithuania (103 

deaths), Cyprus (88 deaths), Estonia (69 deaths), Malta (57 deaths), Luxembourg (48 deaths), Iceland (29 deaths) and 

Liechtenstein (6 deaths). The highest number of weekly deaths (in the 18 respective weeks in 2020) was recorded in the UK:  

24 659 deaths. Italy came second with 22,448 deaths, while Spain (20,653), Germany (20,622), France (19,036), Poland 

(8,468), Romania (5,296), the Netherlands (5,084), Belgium (4,282), Hungary (2,800). In the remaining 22 different 

European countries, the maximum number of deaths per week (18 individual weeks in 2020) was less than 2 700 deaths. The 

lowest weekly death rate in the ranking was recorded in Liechtenstein: 7 deaths. 

 

Noteworthy is the fact that there are three countries in the population of people in 31 European countries where the number 

of people is considered extreme. These include Germany with 83,166,711, followed by France with 67,098,824 people and 

followed by the UK with a population of 67,025,542. In addition, when considering 31 European countries, you can find two 

countries which differ from the others. These are Italy with 60,244,639 people and Poland with a population of 37,958,138. 

Other countries ranged from 38,748 to 19,318,000 people. The median of the population in 31 European countries is 

7,778,800 people. 

 

The next stage of the study is an analysis of the death rate in 31 respective European countries from week 9 to week 26 of 

2020 using fixed-base dynamic indicators. The arithmetic mean of weekly deaths in 2016-2019 is constant within 31 

European countries. The results of the studies are outlined in Figure 5. 
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Fig. 5: Line chart of weekly death indices in 2020 in 31 different European countries compared to the arithmetic 

mean of weekly deaths from 2016 to 2019 (weekly arithmetic mean 2016-2019 = 100). The data were ranked from 

the highest to the lowest number of deaths in week 14 in 2020. The ranking of respective countries is shown on axis 

X2 [11] 

 

Considering the ranking of weekly death indices in week 14 of 2020 compared to the arithmetic mean of weekly deaths 

between 2016-2019, it was observed that Spain with an index of 256 is the leader in the ranking of countries. In the second 

place there is Belgium with an index of 191. Then the Netherlands 174, Italy 168, France 163, The United Kingdom 155, 

Liechtenstein 147, Switzerland 144, Sweden 133, Portugal 121, Cyprus 117, Austria 116, Iceland 114, Germany 112, 

Luxembourg 110, Denmark 109, the Czech Republic 108, Slovakia 106, Estonia 105, Greece 104, Norway 104, Lithuania 

103, Malta 103, Finland 103, Hungary 102, Poland 102, Croatia 99, Romania 99, Slovenia 98, Bulgaria 97, Latvia 96. This 

implies that in 27 European countries out of the 31 considered there was an increase in deaths in week 14 in 2020 compared 

to the arithmetic mean of weekly deaths between 2016-2019. However, the highest increases in mortality were observed 

among the eleven leaders in the ranking with indices ranging from 121 to 256. For the leader, the increase compared to the 

arithmetic mean of 2016-2019 was by 156 percentage points. An important aspect in terms of the dynamics of the change in 

deaths on a weekly basis from week 9 to week 26 in 2020 in 31 European countries is an analysis of the spread of human 

deaths. The leader of the ranking concerning death index stretcher is Liechtenstein with 201. In second place there is Spain 

with 166. The third place is taken by the United Kingdom with 119. Fourth Belgium 118. Then Italy 100, the Netherlands 

83, Luxembourg 79, Cyprus 73, France 69, Malta 62, Sweden 58, Iceland 55, Switzerland 53, Latvia 39, Slovenia 31, 

Lithuania 29, Greece 28, Portugal 28, Estonia 27, Germany 24, Denmark 23, Croatia 22, Finland 20, Austria 19, Hungary 

18, Slovakia 18, Norway 17, Bulgaria 16, the Czech Republic 15, Romania 13 and lowest ranked Poland. The stretch ranking 

shows that in 31 European countries in the period from week 9 to week 26 in 2020 there was an increase in human deaths. 

Liechtenstein, Belgium, the Netherlands, Luxembourg and Cyprus have joined the leaders of several previous rankings 

(Spain, the United Kingdom, Italy, France). 

 

Summary and Conclusions 
 
Studies conducted in the study show that most deaths in the period from week 9 to week 26 of 2020 in 31 European countries 

were observed in week 14 – 146,320 deaths. By contrast, the arithmetic mean of deaths in week 14 in 31 European countries 

was 4 720 and the median was 1 870 deaths. The highest number of deaths in week 14 out of 31 European countries was 

observed in Spain: 20 653 people. In the second place there was Germany with 20,622deaths. Italy came third with 19,640 

deaths. Followed by France (19,036 deaths), the United Kingdom (18,539 deaths) and Poland (8,145 deaths). In each of the 

other states the number of deaths of people in week 14 in 2020 was less than 5200. 
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The highest spread of deaths in 31 European countries in 18 analyzed weeks in 2020 was observed in the UK: 14,389 deaths. 

Spain (13,705 deaths), Italy (12,589 deaths), France (8,410 deaths), Germany (4,277 deaths), Belgium (2,492 deaths), the 

Netherlands (2,428 deaths), Poland (1,103 deaths). In each of the other states, the death rate was less than 1000 in the period 

from week 9 to week 26 in 2020. 

 

Comparing the ranking of weekly death indexes in week 14 in 2020 with an arithmetic mean of weekly deaths between 2016-

2019, Spain with an index of 256 was observed to be the leader in the ranking of countries. In the second place there is 

Belgium with an index of 191. Then the Netherlands 174, Italy 168, France 163, the United Kingdom 155. A summary of 

the analysis of death indices is that in 27 European countries out of 31 considered there was an increase in the number of 

deaths in week 14 of 2020 compared to the arithmetic mean of weekly deaths between 2016-2019. The 11 leaders in the 

above ranking had the highest mortality increases with indices ranging from 121 to 256. In Spain, the number of deaths 

compared to the arithmetic mean for 2016-2019 increased by 156 percentage points. 

 

The distribution of human deaths in the 17 weeks of 2020 is considered normal. Normality was confirmed by the Shapiro-

Wilk test in which pvalu is higher than the significance level and equals 0.0674. 

 

Studies have shown that the COVID-19 pandemic has led to an increase in the number of deaths in all European countries 

under consideration. It should be emphasized that the dynamics of the increase in the number of deaths in each country was 

not the result of the population in the respective European countries, it could have been due to the time of introduction, 

application and observance of the restrictions on the movement and people-to-people contacts. 

 

The own studies have shown the regularity (Figure 6) that each year in the period between 2017-2018 in 31 European 

countries, on average, around 0.98 percentage point of the human population dies and the spread ranges from 0.65 to 1.55 

percentage point. 
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Fig. 6: Graph of death indices in percentage points in 31 countries in Europe between 2017 and 2018 (X2 axis – 

ranking death in populations from largest to lowest in 2018) [11] 

 

The study answers the research question. The COVID-19 pandemic has led to an increase in the number of deaths in 

respective European countries in 2020, so in subsequent years the number of deaths is very likely to decrease in proportion 

to the increase in recorded deaths in 2020.   
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Abstract 

 
The paper deals with the substantial contribution of foreign direct investment to the intensification of Romania's foreign 

trade relations and their qualitative improvement in the period after Romania’s accession to the European Union, i.e., 

2007-2019. The motivation for choosing this topic is that one of the recently addressed research issues was the effects of 

foreign direct investment on the development of the Romanian economy and manufacturing industry, the foreign trade 

relations being an important component of this development. The objective of the paper is to highlight the quantitative and 

qualitative changes in the export of the Romanian manufacturing industry, by far the main contributor in this regard, under 

the FDI impact, and the strong increase in its volume and improvement of its structure, respectively. The conclusions that 

finalize the analysis of these issues may be useful to the investment policy makers, as part of industrial policy, especially 

by highlighting the qualitative structure of export by levels of technological intensity of the exported products. 

 

Keywords: Foreign Direct Investment; Manufacturing Industry; Export; Import  

 

Introduction 

 
In the three decades since the beginning of transition of the Romanian economy to the free market, the contribution of 

foreign direct investment (FDI) to its restructuring and development has proved essential, the progress made in these 

domains being convincing and strongly supporting the statement. 

 

To highlight the contribution of FDI to the restructuring and improvement of export quality of the manufacturing industry, 

the paper addresses the following issues: the spectacular increase in the export amount of industrial products in the value of 

foreign trade during the 2007-2019 period; the higher import growth; the high but declining trade balance deficit; the 

improvement in the quality of exports by increasing the share of products with medium-high technological level and the 

reduction, but to a small extent, of those with low technological intensity. 

 

The novelty of the paper lies in highlighting these issues, given that most research in the field is focused on the effects of 

FDI on economic growth in terms of GDP or GDP / capita, productivity, employment, and much less on the foreign trade 

relations. The research findings may be useful for industrial policy makers, given the fact that in the realization of the FDI 

positive / negative effects ratio an essential role was played by the investment policies, as component of industrial policy, 

which are designed and implemented by the government authorities with the aim to intensely attract FDI and harmonize 

them with the stringent requirements of restructuring, modernization and development of the Romanian economy and 

industry. 

 

Literature review regarding FDI and their role in intensifying exports 

 
The considerable intensification of FDI in recent decades and the increasingly important role they have acquired in the 

world economy have strongly boosted the theoretical and empirical research in this area. 

 

The main theoretical approaches related to the topic of the paper are those of Heckscher (1919) and Ohlin (1933) - on the 

export of products in which a country has abundant resources, R. Vernon (Vernon, 1966) – on the product life cycle, and 

J.H. Dunning (Dunning, 1998) - on the search for resources, markets, efficiency, and strategic assets. 

 

In general, the theories related to FDI and their effects on the host countries present, except for Dunning’s theory, the 

quasi-general feature of the unilateral approach, from a single viewpoint, which thus diminish their practical usefulness. 

 

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

729



Methodology 

 
The research methodology used is that of analyzing the share of foreign direct investment enterprises in the external trade 

relations of the manufacturing industry, on the export and import sides, as well as highlighting the quantitative and 

qualitative changes produced in these relations in terms of relevant indicators, such as the ratio of coverage of import by 

export, the shares of FDI  enterprises in the external trade relations by levels of technological intensity of the 

manufacturing activities, the relative trade balance. 

 

We specify that the years to which the analysis was related and the considerations of their selection were: 2007 - the year 

in which Romania became a member of the European Union; 2010 - the last year in which the effects of the global 

financial and economic crisis on the Romanian economy and the inflow of FDI in Romania were strongly manifested; 

2012, 2015, 2017 - intermediate years chosen to highlight the evolutions of the FDI inflows to the Romanian  

manufacturing  industry and to its component activities, as well as the effects until these years of the previous foreign 

investment; 2019 - the last year for which data provided by the national statistics are available. 

 

Results and Discussions 

  

a) Presence of FDI in the foreign trade relations of the manufacturing industry 
 

The role of FDI in increasing the volume of Romania's foreign trade and in achieving substantial improvements in its 

content was decisive, given that the FDI enterprises contributed in 2019 by 74.2% to the export of the economy and by 

68.2% to the import. The contribution of the manufacturing industry in this respect was the most important, representing, 

in 2019, 65.5% of the export of the entire economy and 42.6% of its import. 

 

By component activities of the manufacturing industry, the shares of FDI enterprises in the foreign trade relations over the 

2010-2019 period were those presented in the following table.  

 

Table 1: The share of FDI enterprises in Romania's foreign trade relations, 

 by the manufacturing industry and its component activities, 2010-2019 (%) 

 

  2010 2012 2015 2017 2019 

 

 

 

 

 

Share in 

export  

Manufacturing industry  61.2 58.1 61.0 65.6 65.5 

Food products, beverages, tobacco products 0.9 1.2 1.6 1.5 1.2 

Cement, glass, ceramics 0.4 0.4 0.4 0.4 0.4 

Wood and articles of wood, including furniture 3.4 3.4 3.4 3.0 2.8 

Computers, electronic, optical and electrical 

products  

10.2 6.0 6.7 7.9 8.2 

Machinery and equipment  2.9 2.7 3.3 5.9 5.9 

Metallurgy 7.6 7.2 6.3 6.4 6.3 

Means of transport  18.7 19.3 23.7 26.3 26.7 

Refined petroleum products, chemical products, 

rubber and plastic products 

8.2 9.7 8.6 7.8 8.5 

Textiles, wearing apparel, leather and footwear 8.3 7.6 6.2 5.5 4.6 

Other manufacturing activities n.e.s.  0.6 0.6 0.8 0.9 0.9 

 

 

 

 

 

Share in 

import 

Manufacturing industry  41.8 40.3 41.1 43.2 42.6 

Food products, beverages, tobacco products 2.2 2.3 2.2 2.3 2.0 

Cement, glass, ceramics  0.6 0.5 0.5 0.4 0.5 

Wood and articles of wood, including furniture 0.9 0.9 1.0 0.9 0.8 

Computers, electronic, optical and electrical 

products  

7.6 4.5 5.2 5.8 5.4 

Machinery and equipment  1.2 1.3 1.6 2.8 3.6 

Metallurgy 3.5 3.3 2.9 3.2 3.0 

Means of transport 10.7 11.7 14.7 15.7 15.6 

Refined petroleum products, chemical products, 9.8 10.8 8.4 8.2 8.6 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

730



rubber and plastic products  

Textiles, wearing apparel, leather and footwear  4.6 4.4 3.9 3.2 2.5 

 Other manufacturing activities n.e.s.  0.7 0.6 0.7 0.7 0.7 

             Source: National Bank of Romania. Foreign direct investment in Romania in ...., Bucharest, annual editions. 

 

The FDI enterprises in the manufacturing industry increased during the analyzed period their contribution to the external 

trade relations of the country on both the export and the import sides. 

 

In exports, the manufacturing activities with the most substantial increases in their share were Means of transport and 

Machinery and equipment, both with a key role in the dissemination of their technologies and products throughout the 

economy; the traditional processing activities, generating modest gross value added, have reduced their share, the most 

severe decline being registered by Textiles, wearing apparel, leather and footwear. The exception was the Food products, 

beverages and tobacco products industry, which, after increasing its share in 2015 and 2017, decreased in 2019, but over 

the whole analyzed period the increase was by 0.3 percentage points, very small in relation to the strengths it possesses 

(tradition, wide base of agricultural raw materials, fish, berries, etc., food products with an international reputation, etc.). A 

negative example is that of the group of activities Computers, other electronic, optical and electrical products, which 

significantly reduced its share in the value of exports, although it benefited from among the highest increases in the FDI 

stock. 

 

On the import side, the same above-mentioned two activities with the most substantial improvements in their export 

performance increased their shares, indicating that their products incorporate high values of components and parts from 

imports, often even from the countries of origin of foreign investment. The increases in the import shares of these two 

activities also determined the increase in the share of FDI enterprises of the entire manufacturing industry in the total value 

of Romanian imports, all other activities reducing their shares during the analyzed period. 

 

In 2019, the only activities with lower export shares than those registered for import were the Food products, beverages 

and tobacco products (-0.8 percentage points), Cement, glass, ceramics (-0.1 pp), and Refined petroleum products, 

chemical products, rubber and plastic products (-0.1 pp). 

 

b) Qualitative changes in the structure of exports 
The qualitative changes produced in the export structure of FDI enterprises in the manufacturing industry can be 

highlighted according to the export values of the activities by their levels of technological intensity, the results being 

presented in the following table. 

 

Table 2 :The shares of FDI enterprises in external trade relations, 

by levels of technological intensity of processing activities, 2010-2019 (%) 

 

  2010 2012 2015 2017 2019 

 

 

Share in 

total export 

Economy 72.4 70.3 69.4 73.4 74.2 

   Manufacturing industry  61.2 58.1 61.0 65.6 65.5 

      High technological level 10.2 6.0 6.7 7.9 8.2 

      Medium-high technological level 24.6 26.0 29.5 34.4 35.0 

      Medium-low technological level  13.4 13.5 13.2 12.9 13.3 

      Low technological level  13.0 12.6 11.6 10.4 9.0 

 

 

Share in 

total 

import 

Economy  62.5 62.6 62.8 66.0 68.2 

   Manufacturing industry  41.8 40.3 41.1 43.2 42.6 

      High technological level 7.6 4.5 5.2 5.8 5.5 

      Medium-high technological level  15.9 17.4 18.7 20.8 21.5 

      Medium-low technological level  10.0 10.3 9.6 9.8 10.0 

      Low technological level  8.3 8.1 7.6 6.8 5.8 

             Source: Own calculations based on data from the National Bank of Romania. Foreign direct 

                           investment in Romania in the year ...., Bucharest, annual editions. 

 

The share of FDI enterprises increased during the analyzed period, both on the export side and import side, and in the 

economy as a whole - where it covers almost 3/4 of export - and in the manufacturing industry - in which, in 2019, it 

covered over 2/3 of export. FDI has thus also demonstrated in the foreign trade relations the role of the strongest force for 

their considerable intensification. 

Detailed by levels of technological intensity of exported products and services, the evolutions over the analyzed period are 

consistent with those of the share of component activities in gross value added in the manufacturing industry: reduction in 

both indicators of the export share of activities with a high technological level, significant increase in those with medium-
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high technological intensity, stationary level of those with medium-low intensity, and decrease in those with low 

technological level.  

 

The revealed developments demonstrate the predominant concentration of FDI in the area of activities with medium-high 

technological level, which is beneficial for the national economy; in this area, the exports of Machinery and equipment also 

increased, but to a significantly lesser extent than that of Means of transport.  

 

The category of positive developments includes the decrease in the share of exports of low-tech products, and the negative 

dynamics includes the decrease over the analyzed period in the share of exports of high-tech products, i.e., similar to what 

happened with the changes in the shares of activities by their contribution to gross value added of the manufacturing 

industry. 

 

c) Other effects of FDI on exports 
The influence of FDI on the foreign trade relations of the manufacturing industry, as a whole, and of its component 

activities, may also be highlighted in terms of indicators such as the ratio of coverage of imports by exports or the relative 

trade balance. The analyses carried out in this respect refer to the performance of the economy as a whole, of the 

manufacturing industry and of its component activities, i.e., of all the enterprises within these entities and not only of the 

FDI enterprises. As a result, in the absence of the necessary detailed statistical data, the influence of FDI cannot be 

quantified, but only appreciated in general terms based on the idea that these investments were by far the strongest driver 

of changes in the intensity and structure of foreign trade.  

 

The ratio of the coverage of import by export greatly differentiates the processing activities, indicating their ability to 

achieve positive, balanced or negative trade balances, as illustrated in the following table. 

 

Table 3 : The ratio of coverage of import by export by sections and main chapters  

according to the Combined Nomenclature, 2007-2018 

 2007 2010 2012 2015 2017 2018 

IV.   Prepared foodstuffs, beverages and tobacco  9.94 0.56 0.55 0.71 0.56 0.53 

VI.   Chemical products 0.98 0.36 0.42 0.32 0.28 0.29 

VII.  Plastics, rubber and articles thereof 1.57 0.58 0.65 0.67 0.65 0.65 

VIII. Raw hides and skins, leather, fur skins and articles 

thereof  

1.02 0.36 0.43 0.41 0.41 0.39 

IX.    Wood and articles of wood, excluding furniture  6.40 3.09 4.30 3.39 2.36 2.11 

X.      Pulp of wood, paper, paperboard and articles thereof 0.68 0.24 0.30 0.35 0.41 0.41 

XI.     Textiles and textiles articles  3.61 1.03 1.03 0.93 0.84 0.81 

XII.    Footwear, headgear, umbrellas and similar articles  8.83 2.25 2.09 1.93 1.44 1.35 

XIII.   Articles of stone, plaster, cement, ceramic, glass and 

similar materials  

0.83 0.34 0.39 0.39 0.38 0.37 

XV.     Base metals and articles of base metals  2.83 0.87 0.88 0.70 0.67 0.68 

XVI.    Machinery and mechanical appliances; electrical 

equipment; sound and image recorders and reproducers  

1.70 0.76 0.79 0.85 0.85 0.84 

XVII.   Vehicles and associated transport equipment  1.68 1.66 1.67 1.59 1.51 1.48 

XVIII.   Optical, photographic, cinematographic, medical or 

surgical instruments and apparatus and similar; clocks and 

watches; musical instruments; parts and accessories thereof 

0.94 0.55 0.58 0,69 1.25 1.27 

XX.       Miscellaneous manufactured articles 4.43 1.85 1.88 1.82 1.55 1.46 

XXII.    Goods not elsewhere classified in CN 2.40 1.20 2.66 2.23 1.64 1.58 

       Source: Own calculations based on data: for 2007 - National Institute of Statistics. Romanian Statistical      

                     Yearbook 2009, Table 18.8.; for 2010 – Romanian Statistical Yearbook 2011, Table 18.8. euro; for 2012 – Romanian 

Statistical Yearbook 2016, Table 18.8; for years 2015, 2017 and 2018 – Romanian Statistical Yearbook 2019, Table 

18.8. 

At the end of the considered period, only six of the 15 sections presented in the table had the respective above unit ratio, 

i.e., the corresponding activities had the capacity to export and, at the same time, to cover the demand on the domestic 

market. Among these sections, the one with the highest ratio is XVII, in which the activity that makes corresponding 

products is the one that benefited from the most consistent FDI. In the same situation is section XVIII, including products 

of special technical refinement, which managed, during the period, to register an above unit ratio, because the value of 

exports increased by 3.11 times and that of imports by 2.31 times. The ratio registered by section XVII could be much 

higher after 2015 under the circumstances in which its export increased during the 2015-2019 period by 1.39 times; but the 
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imports increased by 1.49 times, as a result of purchases of second-hand cars from abroad, with poor technical 

performance and highly polluting. 

 

During the 2007-2010 period, after Romania's accession to the European Union, some sections - VII, VIII, XV, XVI - 

switched from an above unit to a below unit ratio, due to the fact that Romanian producers faced the fierce competition on 

the European Single Market with difficulty, and the liberalization of external trade relations has created numerous 

opportunities to meet the growing demands of the economy and society through imports. For example, section XI, which 

covers the products of NACE activities Textiles and Clothing products, recorded a 76% drop in exports during that period; 

subsequently, the amount of exported products rose slowly and reached in 2018 a level of only 30.9%  of the one registered 

in 2007; it should be recalled that most of the companies in the mentioned activities, both those with domestic capital and 

with foreign capital, operated in an outward processing system, based on low labor cost and characterized by low value 

added. 

 

However, as the Romanian producers have adapted to the mechanisms of operations on the European market and have 

progressively integrated into the international value chains, all sections have significantly increased their export value, the 

welcomed progress on this side of international trade relations being counteracted, in the case of many sections, by the 

faster rate of increase in the value of imports. Over the 2007-2018 period, the sections that recorded the largest reductions 

in the ratio were, in descending order, XII, IX, XX, XI, XV, all corresponding to traditional activities. 

 

The analysis of the external trade relations dynamics of the manufacturing industry activities through the lens of the 

Relative trade balance (RTB) leads to similar conclusions; the results of the calculations are presented in the following 

table. The RTB indicator represents the ratio of the balance of international trade of a sector to the total volume of its 

international trade, corresponding to the indicator of intra-industry trade (the Grübel Lloyd index), and serves to rank the 

industrial sectors according to their competitiveness and to highlight the increase in or loss of their competitiveness in a 

given period. 

 

Table 4 – The RTB of the Combined Nomenclature sections,  

corresponding to the activities of the manufacturing industry, 2007-2018 

 2007 2010 2012 2015 2017 2018 

IV.   Prepared foodstuffs, beverages and tobacco   -0.03 -0.28 -0.29 -0.17 -0.29 -0.31 

VI.   Chemical products -0.01 -0.47 -0.40 -0.51 -0.56 -0.55 

VII.  Plastics, rubber, and articles thereof  0.22 -0.27 -0.21 -0.20 -0.21 -0.21 

VIII. Raw hides and skins, leather, fur skins, and 

articles thereof  

0.01 -0.47 -0.40 -0.42 -0.42 -0.44 

IX.    Wood and articles of wood, excluding 

furniture 

0.70 0.51 0.62 0.54 0.40 0.36 

X.     Pulp of wood, paper, paperboard, and articles 

thereof 

-0.19 -0.61 -0.53 -0.48 -0.42 -0.41 

XI.   Textiles and textiles articles  0.57 0.02 0.02 -0.04 -0.09 -0.10 

XII.  Footwear, headgear, umbrellas, and similar 

articles  

0.80 0.39 0.35 0.32 0.18 0.15 

XIII. Articles of stone, plaster, cement, ceramic, 

glass and similar materials  

-0.09 -0.49 -0.44 -0.43 -0.45 -0.46 

XV.   Base metals and articles of base metals  0.48 -0.07 -0.06 -0.18 -0.20 -0.19 

XVI.  Machinery and mechanical appliances; 

electrical equipment; sound and image recorders 

and reproducers  

0.26 -0.14 -0.12 -0.08 -0.08 -0.09 

XVII. Vehicles and associated transport equipment  0.25 0.25 0.25 0.23 0.20 0.19 

XVIII. Optical, photographic, cinematographic, 

medical or surgical instruments and apparatus and 

similar; clocks and watches; musical instruments; 

parts and accessories thereof  

-0.03 -0.29 -0.27 -0.19 0.11 0.12 

XX.    Miscellaneous manufactured articles  0.63 0.30 0.31 0.29 0.22 0.19 

XXII.  Goods not elsewhere classified in CN  0.41 0.09 0.45 0.38 0.24 0.22 

        
Source: Own calculations based on data: for 2007 - National Institute of Statistics. Romanian Statistical      

                     Yearbook 2009, Table 18.8.; for 2010 – Romanian Statistical Yearbook 2011, Table 18.8. euro; for 2012 – Romanian 

Statistical Yearbook 2016, Table 18.8; for years 2015, 2017 and 2018 – Romanian Statistical Yearbook 2019, Table 

18.8. 
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The higher the positive values of RTB determined for a section of the Combined Nomenclature, the higher its positive 

trade balance, so the better the performance of the corresponding manufacturing activity; at negative values of RTB the 

situation is reversed - higher negative values mean poorer performance of the corresponding activity. 

 

The evolutions of the RTB of the sections of the Combined Nomenclature followed very different trajectories, being 

possible to identify, from this point of view, the following groups: 

 

-   sections with permanently positive, but worsening RTB - IX, XII, XVII, XX, XXII; 

-   a section whose RTB has been positive since 2015 and has improved further on - XVIII; 

-   sections with permanently negative and worsening RTB - IV, VI, X, XIII; 

-   sections whose RTB became negative after 2010, but improved very little afterwards - VII, VIII, XV, XVI; 

-   a section whose RTB became negative after 2012 and worsened further on - XI. 

 

These developments demonstrate once again the reality, confirmed by previous analyses, that the best performing 

Combined Nomenclature sections are those corresponding to the manufacturing activities that have absorbed the most 

consistent inflows of FDI. Even if some sections, corresponding to manufacturing activities whose stock of FDI improved 

continuously and at a fast pace, have deteriorated their performance in terms of the ratio of coverage of import by export 

and RTB, this undesirable process would have been even more pronounced in the absence of FDI. 

 

The beneficial changes produced in the competitiveness of Romanian industrial products on the international markets and, 

implicitly, in the volume and structure of foreign trade relations, would have been much wider if Romania would have 

succeeded in significantly reducing the deficiencies that negatively impacted the efforts to achieve these changes. FDI has 

helped to reduce the deficiencies to some extent, but has failed to eliminate or significantly reduce their negative effects on 

competitiveness. 

 

In this sense, the Global Competitiveness Index (GCI), determined by the World Economic Forum (2019), which 

highlights the macro and micro foundations of national competitiveness, reached in 2019 a value of 64.4 for Romania, 

ranking it 51st in the world rankings, and the last among all the former centrally-planned Central and Eastern European 

countries. The member countries selected for analysis from this latter group recorded the following scores / ranks: the 

Czech Republic - 70.9 / 32; Poland - 68.9 / 37; Slovakia - 66.8 / 42; Hungary - 65.1 / 47; Bulgaria - 64.9 / 49. 

 

For the 12 pillars on the basis of which the composite indicator of the country's global competitiveness was calculated, the 

scores for Romania were those presented in the following table. 

 

Table 5 - The scores of Romania for the GCI pillars, 2019 

 

Pillars (Components) Score 

Macroeconomic stability  89.7 

Health 77.2 

ICT adoption 72.0 

Infrastructure (Transport infrastructure; Utility infrastructure) 71.7 

Market size  65.2 

Skills (Current workforce; Skills of future workforce) 62.5 

Labor market (Flexibility; Meritocracy and incentivization) 61.6 

Business dynamism (Administration requirements; Entrepreneurial culture) 59.7 

Institutions (Security; Social capital; Checks and balances; Public-sector performance; 

Transparency; Property rights; Corporate governance; Future orientation of government) 

58.1 

Financial system (Depth; Stability) 57.0 

Product market (Domestic competition; Trade openness) 55.4 

Innovation capability (Interaction and diversity; Research & Development; Commercialization) 42.3 

    Source: World Economic Forum. The Global Competitiveness Report 2019, Geneva, Romania. pp. 478-481. 

 

By its composition, the GCI targets the determinants of the total productivity of the factors, i.e., the part of economic 

growth that is not produced by the increase in the production factors. Deficiencies with the greatest negative impact on 

economic competitiveness include, according to the Report, corruption, the burden of government regulations, instability 

of government policies, lack of long-term government visions, poor quality of road infrastructure, low efficiency of 

railway services, lack of specialized staff, lack of stimulation of critical thinking of students in education, low share of 

domestic credit for the private sector, low availability of venture capital, very low number of patent applications, derisory 

level of R&D spending as a percentage of GDP, low prominence of research institutions, the small number of international 

co-inventions. 
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Conclusions 

 
The spectacular growth of Romania's foreign trade relations during the 2007-2019 period, to which the manufacturing 

industry’s contribution was most consistent, is the predominant effect of absorbed FDI, the above-mentioned shares of FDI 

enterprises in these relations being the peremptory argument in supporting this statement. This increase has its positive side 

- the increase in the total value of exports by 2.29 times, of which that of the manufacturing industry by 2.18 times; 

through this performance, the manufacturing industry has demonstrated that it has been able to successfully cope with 

international competition and the effects of the global crisis of 2008-2010, although its structural adjustments were very 

slow and relatively small in scope. 

 
The disturbing part of the evolution in terms of external trade relations consists in the persistence of the deficit of the 

external trade balance, although it decreased during the mentioned period, by 30.6% in the entire economy, and by 34.0%  

in the manufacturing industry. The deficit continued to remain high because, as indicated above, in most sections 

corresponding to the Combined Nomenclature the ratio of coverage of imports by exports was negative. This situation 

reflects the still modest level of competitiveness of the Romanian industrial products and services, the massive inflows of 

FDI to some manufacturing activities failing to determine a significant leap in improving the competitiveness of the entire 

economy and of the manufacturing industry; the situation could have been more critical if the government policies had not 

consistently pursued the reduction of external trade deficit, by intensifying exports and reducing imports, under the 

circumstances of ensuring the normal functioning of the competitive mechanisms. 

 
The increase in volume and the improvement of the export structure were achieved in two main domains: the increase 

shown in the total volume, given that most of it was oriented towards the European Union (72.0% in 2007, 76.8% in 2018, 

of the whole economy, and 69.4%, and 53.7%,  respectively, of the manufacturing industry), the European Single Market 

being a very demanding one, especially regarding the quality of products and services; improving the quality structure of 

exports by significantly increasing the share of products with medium-high technological level and reducing, but to a small 

extent, those with low technological intensity. On the import side, it is worth noticing the sustained high share of consumer 

goods and durable goods, many of which have equivalents in domestic production of similar quality, as well as an increase 

in the share of medium-high and high technological products, most consisting of machinery, equipment and apparatus 

necessary in the process of refurbishment and modernization of the economy. 

 
Structural changes in foreign trade relations correspond, for the most part, to those produced in the manufacturing industry 

according to the gross value added achieved by the component activities, which confirms the reality that the Romanian 

economy and the mentioned branch have generally maintained their model of production and external trade relations in 

which traditional activities, generating low value added, continued to register high shares, although in obvious decline. The 

role of FDI in producing the changes shown in foreign trade relations was, by far, the most important; these investments, 

along with the European funds made available to Romania, proved to be the strongest sources of modernization and 

development of the economy, manufacturing industry, export and import. 

 

These conclusions may serve the decision makers in the matter of Romania's investment policy through the plea made in 

favor of intensifying the attraction of FDI, supporting the export of products with high and medium-high technological 

intensity, and fighting against the deficiencies highlighted by the performed analysis. 
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 Abstract 

 
The subject of the paper is the study of how emotional design methods are put to work by mobile game developers in 
order to encourage specific player responses and consumer behaviours. The analysis begins with brief considerations of 
human emotions, their types that constitute emotional intelligence and their relevance for the game industry. Examples of 
how emotionality, sensitivity and nostalgia have already been made use of in the electronic game market are provided. 
We then move on to define emotional design and characterize its main strategies applied by game developers to achieve 
the desired goals, which are primarily capturing the player’s attention, improving retention and boosting monetization. 
Two subtypes of emotional design, moral and ethical design, are also presented. In the analytical and practical part of the 
article, insight is provided into selected aspects of the gameplay of three popular mobile titles: Homescapes, Old Man’s 

Journey, and Crime Stories. The analysis proves that the discussed elements of the graphics, plot construction and 
mechanics of these games are comprehensive exemplifications of emotional design. What is more, we arrive at a 
conclusion that emotional design principles are successfully employed by the developers of these three games to help 
them achieve their business goals. 
 

Keywords: Emotional Design, Mobile Games, Monetization, Game Design 

 
Introduction 

 
Mobile games are currently one of the most popular parts of the video game industry. Each month, hundreds of new titles 
are released and try to reach as many players as possible in a struggle for their attention and commitment. This is the 
largest capital capable of contributing to the achievement of mobile-game developers’ goal, which is successful 
monetization. For this reason, game designers are constantly working on new techniques for engaging players and 
encouraging them to spend money on their games. One of such methods is emotional design, predicated on driving the 
players’ emotional investment and attachment and activating their emotional memory.  
 
The aim of this article is to discuss the principles of emotional design and its implementation in selected titles that use 
this strategy to stimulate players in the process of monetization. We shall briefly present those aspects of human 
emotionality that are relevant for the game industry and elaborate on theoretical background of emotional design, its 
purposes and subtypes. In the analysis of source material, we are going to investigate into the specific mechanism of 
mobile games that impact on the players’ emotions and trigger desired consumer behaviours. 

 
Theoretical Background 

 

Human as an Emotional Being  
 

‘We’re not logical. We’re emotional.’ This is what Don Norman, the specialist in cognitive psychology and modern 
design along with its applications in human interaction, says. i  A seemingly simple statement, yet providing some 
intriguing guidance for the design of objects and elements we use every day. As we are not rational beings, simple and 
obvious solutions, no matter how useful, will not always and not fully meet with our approval. With us being emotional, 
there is something more that guides our perception — a complicated element that is frequently idiosyncratic, given that 
the intensity and the consequences of emotion will differ from one human being to the next. 
 
Norman, whose past as Vice President of Apple is far from irrelevant in the context of the application of his observations, 
relies on the fact that the human brain comprises a part that is responsible for rational thinking (the so-called cognitive 
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part) and a part tasked with emotional thinking and responding to stimuli (the so-called emotional part).ii The latter 
consists in assigning corresponding values to all that we experience. He goes on to divide human emotion into three types: 

a) visceral — these are automated and inborn emotions such as our liking of something that is sweet and 
contrasting dislike for bitter tastes; 

b) behavioural — connected with how we behave; these are our processes for learning how to use something and 
how we use something at all; 

c) reflective — this is the human propensity to think about the past or the future and judge what has happened or 
has yet to happen.                  
 
These three types of emotion build up our emotional intelligence, having exponentially greater impact on our preference 
than cognitive intelligence does. For design, this assumption touches on the very core of the problem. In Norman’s 
opinion we are made up of emotions capable of exerting a strong impact on our biology and our well-being; thus, to a 
human being, emotional intelligence is key, and thanks to it in just about everything we subconsciously look for history 
and some form of a tale, even a micro or residual form. This is attested by our habitual attachment to certain things, even 
heavily worn and damaged but still carrying emotional value attributed to it directly by ourselves on the basis of some 
event or history. Here, human emotional memory activates itself as a stimulus for the incentive to go back to that which is 
pleasant and which we associate with positive emotional value.   
 

Influence on Game Industry 
 
These are the key assumptions — cornerstone of the current paradigm of marketing and distribution of the products of the 
cultural recycling that characterizes modern popular culture. This is evidenced by the numerous remasters, remakes and 
licence refreshes allowing for sentimental returns after many years, that is showing something important to one 
generation to another generation. In practice, this is often a strategy for once again selling the same product. Numerous 
design practices in creative industries, including video games and the relatively new space of mobile games, are currently 
predicated on similar principles. Norman suggests that since our recipient-customer is an emotional entity, the creators 
should take emotions and emotionality in general into account in the creation process. While the developers of computer 
and console games have relied on this assumption for some time already, the practice is not exceedingly popular, for 
example in the design of games for mobile systems. 
 
The latter is currently beginning to change due to the specificity of the market and the resulting consequences. Mobile 
games target a global mass audience of players, and the assumption there is to get as many downloads as one can (in the 
free-to-play model) along with as effective monetization as possible, so as to turn the game into a source of passive 
income for its creators. This is what becomes a key aspect for today’s mobile productions, one usually achieved by 
microtransactions inside the game, or ads displayed during play time. Considering the enormity of competition for user 
attention in the market, developers must look for new ways to sustain interest. Emotional design, sometimes referred to as 
emotional engineering, is one of such ways. 
 

Emotional Design, Its Aim and Strategies 

 
As Shahrel Nizar Baharom, Wee Hoe Tan and Muhammad Zaffwan Idris observe, the main assumption in this practice is 
to focus on intensifying and stimulating the gamer’s perception by addressing his or her emotionality, which in a further 
perspective allows impacting the gamer’s emotional memory, which in turn is going to support retention and enable the 
attachment and sentiment felt by gamers to be leveraged for effective monetization.iii In practice, however, the impact 
elaborated on by researchers can refer to all types of emotion distinguished above after Norman’s fashion, as the 
reception of the various contents may differ from one individual to the next. The means to this end usually tend to include 
the plot and all sorts of world-creation processes captivating the user’s attention with an interesting story or intriguing 
universe to be explored as the game progresses. Simultaneously, the principle underlying emotional design as a practice 
of creation and thought process is to excite and stimulate the gamer’s attention by inducing an emotional attitude to the 
situation that initiates the gameplay. In practice, for mobile games, this means designing the elements the gamer interacts 
with before the gameplay starts, so that they will inspire a positive attitude and an emotional approach to the game itself. 
Reaching this goal is possible with the use of appropriately designed interfaces, loading screens and visuals, including 
animations, carrying a certain emotional charge, such as the touching image of a puppy or kitten. In this manner creators 
address the gamer’s subconscious, activate emotionality and strive to generate emotional memory, for which simply 
launching the game can serve as the locus. This increases the game’s replayability value and with it retention and in turn 
the probability of monetization of the player during gameplay.  
 
The key here is the very purpose of this design practice, which is to capture the player’s attention. This is important 
already at the very beginning of the player’s interaction with the game, as the developers thus get more time for 
convincing the audience with their design. Initial interest is based on a certain outline, some information or perhaps actual 
impact on the user’s emotions, as opposed immersion in the presented world, characters’ fates or game mechanics 
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themselves. Hence, the longer the attention is sustained, the greater the chance of further stimulation of the audience’s 
interest is and, with it, the ultimate success of the game. The level of this challenge is elevated by how the designers, in 
creating their game, de facto enter into an interaction with human perception and what type of player a given user is,iv 
resulting in the pursuit of a certain universalism in the choice of design matter and design elements, such as what the 
objects are going to look like or what graphics will be used in order to get as many people interested as possible. This also 
involves the practical issue of time available to the designers to win the player’s interest. Artur Ganszyniec, game writer, 
designer and producer (Witcher, Witcher 2: Assassins of Kings, Call of Juarez: the Cartel, Wanderlust Travel Stories and 
more), shares the following thoughts (own translation from Polish):  
 
For large productions the talk is about the first quarter or 30 minutes of the film. In mobile games you have about 30 
seconds to win the player’s attention. The main difference, in my opinion, is that games are interactive. Apart from 
representing the hero and the world and building the rising action, you have to teach the player the controls, show what 
decisions can be made during gameplay and in dialogue and what the consequences are going to be. This complicates the 
work by increasing the amount of information you have to guide the audience through. Simultaneously, interesting 
gameplay can in itself capture the player’s interest enough to warrant waiting a little longer for an introduction to the 
storyline […].v 
 
Ganszyniec makes it clear how time is of the essence and simultaneously difficult to use well. One of the available 
methods is to rely on the hero or heroes, as he mentions, in an attempt to create a certain type of personal bond between 
the player and the character. Of course, that bond will have to develop over time as the plot progresses, but a piqued 
interest in the hero becomes a good platform for pursuing this objective. Appropriately designed gameplay facilitates the 
development of this bond by enabling the player to both watch and actively support the character’s actions, which is 
closely linked to the plot context imposed on the main core of the gameplay. In this way the various elements of the game 
can drive user attachment not to the activity itself, that is the use of the production, but to the characters, the world and 
the type of gameplay. The last one is somewhat controversial, though it involves the fact of the so-called entry threshold 
for the new player, who finds familiar mechanics and controls easier to navigate. This makes life easier for the developers 
too, as Ganszyniec observes, for they only have a relatively short time window in which to explain the controls and 
mechanics to the audience. If, therefore, the game employs devices already familiar to the player, the situation becomes 
even easier, with its entry threshold being far less demanding and more accessible to the user.  
 
When speaking about stimulating the player and the player’s emotional approach to the game and its elements, a 
noteworthy issue, one in a way being the emanation of deliberate and suitably implemented emotional design, is the 
intensification of the emotional attachment to the game by gaining levels. This, however, seems to only be an ersatz, 
since when the gameplay itself feels sufficiently satisfying from the player’s perspective, the story or the characters are of 
no such great consequence.                 
 
Another important element researchers would include among the methods of emotional design is to design the various 
mechanics of the game and its gameplay sequences in a way that addresses the gamer’s emotions, prompting behaviours 
envisaged by the designer — mainly consumer behaviours (such as microtransactions, interest sparked in purchasing 
game-related merchandise, etc.). Of course, one could hardly define any specific methods as constituents of emotional 
design, because each and every game and application constitutes a separate case of application of the individual elements. 
What is of paramount importance, however, is how a given method is used and whether it can hope to carry emotional 
potential in application to its predefined audience. Here, emotional design clearly intersects with business practices, 
where any product, in order that an appropriate strategy could be developed for its sales and marketing, has to have a 
specific, defined audience. Once the latter is done, it becomes possible to select appropriate methods and contents to meet 
the desired goal. One incredibly often used device is the so-called emotional plot anchor, using contents that will make 
the depicted situation excite the spectator’s emotionality by first sparking curiosity and then, over time, also building up 
emotional attachment to one of the characters. Meeting a succession of essential demands placed on the game and its 
gameplay and with it — in the case of mobile games — effective monetization thus becomes possible without 
discouraging gamers from gaming.  
 
Two Subtypes of Emotional Design: Moral and Ethical 

 
It could seem that the overarching purpose of emotional design is first and foremost to smartly deceive the player and 
conceal the fact that in playing the relevant production he or she brings benefits to the creators and submits to a process of 
being softened up for microtransactions or other forms of monetization. From a distribution point of view, yes, emotional 
design does in fact constitute an effective tool for getting as much profit as possible from the various individual players; 
however, one has to remember that this is primarily a practice of creating and designing textual layouts and gameplay 
forms that enrich and deepen the experience lived by the player. 
Hence, in embarking on a more in-depth analysis of emotional design, it becomes necessary to distinguish, alongside the 
previously identified practices, also two types of creators’ activity mentioned increasingly often in game-design contexts. 
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Said practices are based on the assumption that a video game, as a creative work, is apt to constitute a space for ethical 
reflection,vi or even entire ethical systems, and that it can engage the player’s morality, if accompanied by appropriate 
gameplay design. This stems from the fact that gameplay can act as a situation specially generated for the gamer in which 
the latter can explore, in safe conditions, his or her personality that manifests itself in his or her playing style and choices 
made.vii Practices based on these assumptions are called ‘moral design’ and ‘ethical design’. 
 
The former refers to designing a system of moral choices for the game, delivered for example as dialogue options to 
select from or the opportunity to decide in favour of or against intervening in a conflict situation. However, player 
engagement contributing to satisfactory gameplay is a necessary precondition for this. James Matthew Zoss, who studies 
morality design in video games, notes that game creators sometimes represent morality as the option to make a binary 
decision — there are only two extremes to choose from, such as to help someone or not, defeat an evil sorcerer or spare 
him.viii The motivation behind this is that the resulting simple system often acts as the catalyst for subsequent events in-
game, rather than a realistic platform for moral reflection. In such cases it becomes merely a form of staffage, not 
necessarily procuring the player’s further engagement. The creation of a complicated moral system, in turn, one that 
could provide in-game representation for the many diverse aspects of a problem, hinges on the creation of a credible 
character along with appropriate and intelligible context, such as personal history, as well as on demonstrating that the 
player’s choices do actually have some form of impact on the gameplay or the game world.ix  
 
Ethical design, on the other hand, is something more closely integrated with the core of the gameplay and its rules. 
Namely, it is a gameplay-creation system based on the player’s choices underpinned by ethical dilemmas, often not 
directly involving the protagonist (moral design, by contrast, is much closely linked to him or her). As noted by Dean 
Takahashi, the important problem here is for the developers to decide on a method for balancing the system appropriately, 
or perhaps decide to abandon the idea altogether, leaving the gamer with free space for creative exploration of the game 
along with all of the possibilities this brings.x Be it a console, computer or mobile title, a video game is a ludic medium 
— perhaps, then, taking difficult decisions as a basis, often ones involving e.g. the sacrifice of one character so that others 
could live, is not really compatible with the nature of a game as entertainment? Such is stereotypical thinking, though still 
popular among many developers. This is aptly summarized by Peter Christiansen, noting that gameplay design based on 
ethical systems provides a great platform for the developers to interact with the gamer’s emotions, gaining a chance to 
captivate the player’s attention and make sure that the player gets a satisfactory and interesting run of the game, even 
though its challenges may trigger sensations of discomfort.xi 
 
The above characterization of emotional design along with its main elements and two subtypes (though certainly not an 
exhaustive treatment of all aspects of the practice, due to the speed at which it evolves) is increasingly relied on by 
mobile-game developers as a sort of guideline for game and entertainment design. One has to remember, however, that in 
the mobile-game industry the limitations placed on creators are somewhat restrictive, involving the specificity of 
distribution channels and options for profiting, with the large majority of the games being distributed on a free-to-play 
basis, that is downloadable free of charge. As already mentioned before, the goal is successful monetization driven by 
IAP (in-application purchase) mechanisms, that is in-game micropayments and ads. The elements, however, must be 
appropriately optimized, so as not only not to discourage the gamer but also not to interfere with the quality of the game 
or the entertainment it brings.xii How could emotional design, therefore, be a tool for monetization along with directly 
associated retention, that is the player’s regular coming back to the game? 

 
Analysis and Results: Practical Implementation of Emotional Design 

 

Homescapes 
 
Currently, emotional-design practices are used in a multitude of popular mobile games. One of those is Homescapes by 
the Russian studio, Playrix — it leverages multi-faceted impact on the players’ emotions. Just after launching the game, 
in the main menu, the players can see a sunlit salon (cast in nice, warm colours) with an armchair and coffee table with a 
teapot and a bowl full of biscuits. In the background there are photographs of the family in the various stages of its 
history — one of parents and a baby son, one of a just-married couple obviously in love, one of a man receiving his 
diploma, and one of a son with his parents. The whole scene suggests that we are witnessing a family idyll.xiii This is the 
visual message delivered to the players via the interface, with a very important side meaning — the interface background 
shows us a room in the family house, potentially triggering players’ own memories of the warmth of the hearth and home 
or even producing some sort of personal nostalgia. This is merely the introduction, though in addition to capturing 
attention — especially with the photos displayed in the background — it also gives a first hint of the main theme of the 
game. 

 
Later, the players witness a short scene in which the adult hero, Austin, returns to the family home after prolonged 
absence to find it in a desolate state. Surprised, he converses with his parents, who inform him that, due to their advanced 
age, they have decided to sell the property. The hero is shaken and resolves to bring the house back to shine at any cost, 
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thus to dissuade the parents from the plan. Everything plays out within a couple dozen seconds and yet the emotional 
message is incredibly intense, addressing one of man’s greatest hidden fears — that of passing away. The ruined house 
now becomes a symbol of the end of childhood and of the world we, as human beings, are used to, while the information 
that our parents have aged and lost their strength accentuates our fear of losing our loved ones, who age and die as time 
goes by. This excites the player’s emotions, though, of course, not positive ones. The goal, however, is to live up to all 
that which Austin proclaims along with his intention to help and renovate the house. Thus the player gets a clear hint that 
in the difficult and gloomy situation something can still be done, that there is a way of affecting and perhaps changing for 
the better the situation only just seen. 

 
Here, the strategy for the initial capturing of attention focuses clearly on surprise and contrast — the sad content 
combined with colourful cartoonish graphics — though the house itself, the way we first see it, looks rather dreary, 
practically a ruin that is already falling apart. Next, the player learns the rules of the game, which revolve around 
renovating the successive elements of rooms, such as furniture, drapes, floors, etc. in return for stars won in a mini-game 
based on Match mechanics, that is arranging at least three elements of the same type in a row or column. The core of the 
main mechanic, therefore, is simple and familiar to most players from other productions, being as it is one of the most 
popular mechanics in mobile productions.xiv This reduces the probability of discouraging the player.  

 
What is interesting is also what unfolds later — as the renovation of the successive parts of the house goes on, more 
scenes open to the player, evoking associations with soap-opera classics and family sagas depicting the fates of 
generations of relatives. We see all of the family’s members, we learn about their tastes and senses of humour and their 
pasts, revealed gradually with each coming sequence. In due time, the player meets other characters linked to the family 
and its history, as well as Austin’s own childhood. One of those is Katherine, a significantly younger female friend the 
protagonist last saw as a small girl. They are reunited as adults, providing the developers with the ideal setting for a 
bucolic relationship trope. Eventually, a house pet appears in the form of a cat whose appearance also serves to provide 
emotional amplification, especially as we see sentimental pictures of the animal and Austin himself. This emotional 
amplification is the intended driver of intense engagement. To unlock later sequences in the tale the player must advance 
through levels (based on Match 3), sometimes requiring several attempts depending on the difficulty setting. As a reward 
for completing a level, stars are given, which can be used for activating more storyline fragments and attempting the 
renovation of more of the different rooms in the house.  

 
In this way Homescapes’ graphical design successfully implements the creators’ assumptions for the game as one dealing 
with important matters, touching on our fears of loss of our loved ones, as well as the psychic discomfort occasioned by 
the loss of the family home, which can mean the end of a stage in human life. Later, the game involves the players with 
the story, nostalgia and the characters’ mind-boggling exploits depicted through mechanisms familiar to the majority of 
consumers of popular culture, that is narrative techniques and plot devices known from television series. The player 
becomes not only the observer of Austin’s family life (e.g. by tracing the various characters’ posts on a fictional social-
media portal resembling Facebook) but also acts as the protagonist’s friend. Austin often addresses the player in a direct 
way, such as welcoming messages upon launching the game, saying his goodbyes before going to bed, or directly 
encouraging the player to take action during cutscene interludes. One additional aspect are the hero’s comments on actual 
events in politics or culture, such as the première of the last season of the Game of Thrones. Here, therefore, emotional 
design touches on the plot and a certain configuration of elements in the game, rather than gameplay itself; it has more to 
do with the semantic layer.  
 

Old Man’s Journey 
 

Old Man’s Journey also is a semantically focused game, though this involves the progress in the game and the main 
mechanics. This production by the Broken Rules studio, though nowadays also available on consoles and PCs, was 
initially developed for mobile devices and for this reason should be classified as a mobile game. It begins with how an 
elderly gentleman (as evidenced visually by his grey hair and beard) receives a letter. The contents are hidden from the 
player, while the hero’s quick reaction and rapidly leaving the house demonstrate them to be extraordinarily important. 
The gameplay itself consists in the logical manipulation of the terrain so as for the old man to be able to continue in his 
journey. A journey in the course of which the players will reach places wherein they can see, in the form of a visual 
image, the various stages in the elderly character’s life. Importantly, the game has no dialogues, only a lavish audio-visual 
setting with sounds and colours communicating the mood to the player. The musical scores are calm and serene, 
accompanied by a warm colour scheme, but as the mood changes, they become sombre and melancholic, while the 
colours turn colder and darker.  

 
The emotional design in Old Man’s Journey is holistic and spans the entire project from its initial concept, through the 
semantic meaning of the mechanics, to the visuals and the audio. First and foremost, we are once again dealing with the 
depiction of a person in advanced years, suggesting the passage of time, which, in human beings, evokes fear or anxiety. 
Due to this, the game’s mechanic that consists in joining together elevations so that the elderly gentleman can move 
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acquires a deeper meaning — it is helping a senior person travel on what, judging by the prevalent mood of the game, 
may well be his last journey. With this signalling, the meta-layer of this production builds up emotional engagement of an 
intensity growing as the game progresses. This is primarily because we discover the purpose — the grey gentleman is 
travelling to meet his loved ones, while the interactive surroundings in the form of hills combined with music and colours 
create a poignant audio-visual narration replete with associations with the road-movie genre (as indicated also by the 
duration of the gameplay, that is about half an hour). Everything concentrates, however, around the convention of a 
childhood tale, as the users watch the most scenes dating back to just that stage in the protagonist’s life. Again, therefore, 
the entire production reinforces the awareness of the inevitability of passing away and is intended to provoke reflection. 
This is also facilitated by the visuals evoking a book for children, which is contrasted with the game’s serious theme. The 
reflection can be achieved, for sustained player retention is not written into the game’s system, the latter being a closed 
plot whole,xv rather than such an open-ended title as Homescapes with its constant post-release development and updates 
introducing new levels for the player to explore.  
 

Crime Stories 

 
A different example of applied emotional design could be found in CherryPick Games’ Crime Stories. The production 
takes the form of an interactive procedural in which the player makes the decisions either by selecting dialogues or 
performing specific activities. The concept of the game is based on several campaigns to choose from, each inspired by a 
novel belonging to the crime-story genre. They are each intended to be wholly interactive, which resembles digital 
paragraph games based on familiar plot clichés and character archetypes. Thus, the understandability of the convention 
allows initial interest to be piqued, on which the developers quickly capitalize by showing the two initial main focal 
points of the gameplay to the player. These are relationship tropes established between partners, not only building the 
whole tale’s context but also allowing us to learn the characters’ personal stories, which are intended to excite player 
emotions and influence player choices. We are, therefore, dealing here with simplified moral design that shows itself also 
in the second focal point that is investigation. The player decides what choices to make, what methods to use in 
conducting the investigation, and so on.  
 
The decision leeway the player is left with, which is amplified by the existing interest and progressively emotional 
attitude to the case and to the partner, translates directly into monetization. Namely, for each of the fragments completed 
the player receives a specific form of currency for which additional dialogues and activities can be purchased. That 
currency, however, is quick to deplete and thus, often in order for the player to be able to make key decisions in 
successive parts of the game (whether involving the investigation, such as the opportunity to save a hostage or witness, or 
touching upon the development of the relationship between the characters, such as the possibility of setting up a date with 
the partner during a service trip), it has to be replenished for real money. This also applies to additional options not 
necessarily connected with key parts of the game but can modify the plot or make it more attractive to the player. As a 
rule, such options appear at key times in the various scenes, where the tension reaches its climax and the player’s 
curiosity has been sufficiently aroused. This also includes the fact that the free options available to the player do not 
reflect the full range of answers that would be compatible with the player’s values and character or personality. By 
making the purchase, on the other hand, the user gains the opportunity to best express his or her convictions but also 
unlock the most interesting things to do in the interactive story at hand. This is a prime example of monetizing the way 
human perception and emotionality work. 
 

Conclusions 
 
The analysis allowed us to show various ways of implementing the principles of emotional design in mobile games. In 
Homescapes this strategy is based primarily on the mechanisms of surprising the player and confronting them with 
contrasts, such as sad content combined with colourful graphics or a ruined house and the effects of its renovation, which 
translates into a desire to continue the game with increasing commitment. The player also faces one of the basic human 
fears — of passing away and losing loved ones. Moreover, the player’s attention is attracted by references to soap operas 
and family sagas and by the possibility of gradually getting to know the protagonist’s relatives and friends. This increases 
the emotional attachment to the game as well as the time and resources spent on playing, which allows the developers to 
achieve their business goals. There are also phrases addressed directly to the player and references to current political and 
cultural events. What is more, in Old Man’s Journey, like in Homescapes, the player is inclined to reflect on the passage 
of time, evanescence, elderly age and the inevitability of death. The way the plot is constructed also evokes sympathy 
towards the main character — a man of advanced age — and a desire to help him. Crime Stories, on the other hand, are 
based on the well-known and understandable convention of the crime story, allowing the player to make decisions leading 
to the development of the plot. They are designed to arouse tension and curiosity in the player, which often translates into 
a decision to spend money in order to continue the game in accordance with his or her beliefs. This is because it is 
designed in such a way that the player has to pay for those options that will most likely be most compatible with his or 
her system of values or personality. The solutions contained in this title are therefore a perfect example of monetizing the 
mechanisms of human perception and emotionality in mobile games. 
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For each of the above-discussed games, however, as well as other mobile titles employing emotional design as a design 
method, the most important thing appears to be the creation of the illusory impression that the user is in no way 
compelled to execute any element of the gameplay. The purpose of this illusion is to make sure the player does not feel 
deceived or extorted. That is achievable when the game has been designed so as to truly spark curiosity in the players but 
also to generate actual attachment. This attachment, along with the piqued interest and emotional impact, becomes the 
most effective basis for successful monetization and thereby contributes to the creation of a business model and 
development strategy for game contents, as well as PR contents. Sometimes those are factors also accounted for in 
communication with the players, for example by in-game notifications or moderated communication on social media. In 
practice, this is leveraging for business purposes the fact that, as Don Norman says, we are primarily emotional creatures 
and our emotions can be manifested in a myriad of ways. Hence, the goal that mobile-game designers have is to generate 
emotions for the player and manage them so as to achieve the intended goal — both artistic and commercial.  
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Abstract 

 
Contemporary land grabbing is a multidimensional and multilevel problem on a global scale, with numerous negative 

economic, social and environmental consequences. The goal of the article is to present this issue from a Post-Keynesian 

perspective, namely as driven by financialisation, which in turn lies in the endogenous creation of credit money and 

technological innovations. The analysis carried out in the article indicates that attempts to solve the problem of land grabbing 

should be focused on its root causes and concentrate on limiting the increase in money supply created "ex nihilo", and better 

control of access to new technologies and their use in domestic as well as international trading in land. Actions, focused 

solely on the fight against land acquisition as the last link in the entire cause-and-effect chain, will not have long-term positive 

effects. 

 

Keywords: financialisation, land grabbing, endogenous money, new technologies 

 

Introduction 

 
Land grabbing, also often called neo-colonialism, new feudalism or new mercantilism, means taking over control by private 

and public entities possessing powerful capital over (often very extensive) areas of the earth along with its wealth, using 

mechanisms based on economic coercion. Land grabbing is a serious issue that affects the environment, economy, social 

welfare and human rights (Baker-Smith and Attila, 2016, p. 1). The land is grabbed for two main reasons. First of all, thanks 

to its unique properties, it provides food that is the basis of human existence. This generates profits for the owner resulting 

from the productivity of the owned area. Secondly, land can also act as a speculative asset, offering (often very high) profits 

resulting from trading it nationally and internationally (Reydon and Fernandes, 2017, p. 1159). 

 

Contemporary land grabbing is one of the many manifestations of financialisation that has been increasing over the past few 

decades.1 This concept refers to the global circulation of financial capital, which is driven by the constant search for 

opportunities to achieve the highest possible monetary profits. The realized financial benefits do not result from creating a 

new value in the production process, but arise through the use of opportunities to place liquid surpluses in undertakings 

guaranteeing high profitability, often of a speculative nature. 

 

The driving forces of financialisation are the endogenous creation of modern money, which has a credit nature and the 

dynamic development of advanced information technologies. Therefore, actions focusing only on the fight against land 

grabbing, which is the last link in the entire cause-and-effect chain, will not bring long-term positive results. Constructive 

proposals for changes in the current situation must take into account the fact that the sources of the problem are much deeper 

and flow, on one hand, from the way today's financial markets operate, in particular banking systems, and, on the other hand, 

from the organization of our environment shaped by the achievements of the Fourth Industrial Revolution. 

 

The purpose of the article is to present land grabbing from a Post-Keynesian perspective as a problem fuelled by ubiquitous 

financialisation, which in turn would not have been widespread had it not been for the creation of "ex nihilo" money 

supplying a wide stream of lucrative speculative investments and the progressive digitization of our lives. Taking into account 

the goal formulated in this way and using the method of critical analysis of the literature on the subject, the second part of 

the article presents the essence of financialisation as a process occurring in the sphere of finance, but penetrating to various 

spheres of life, including the natural sector. In addition, it presents the causal sequence that runs between financialisation 

and its main determinants, i.e. the endogenous nature of money and technological progress. The third part of the article 

analyses the problem of land grabbing as one of the forms of nature financing. Part four presents proposals for potential 

measures to prevent the growth of land grabbing, aimed at limiting the supply of endogenous money and controlling the use 

of IT tools, including blockchain technology, in land trading. The article ends with the final conclusions of the analysis. 
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Financialisation and its Main Determinants 

 
According to the Post-Keynesian perspective, financialisation is a term that describes the transformation of mature capitalist 

economies, consisting in financial markets, financial institutions and financial elites gaining more and more influence on 

economic policy and economic results in both micro- and macroeconomic dimensions. This process of expansion of financial 

markets and the popularization of financial services and instruments was initiated at the turn of the 1970s and 1980s, and 

was accompanied by the strengthening of the position of the neoclassical paradigm in the context of deepening globalization. 

It was then that a new financial capitalism began to form, in which, along with trends that have existed for years (e.g. an 

increase in the volume of financial transactions), a clear acceleration of other changes was observed (including deregulation 

of the financial market itself and entire economic systems) and the appearance of completely new phenomena (e.g. financial 

innovations in the form of securitization) (Palley, 2013; Sawyer, 2013; Bludnik, 2019). 

 

The dominance of the financial sector over the real sector began to quickly penetrate into various spheres of economic and 

social life, e.g. health care system, pension system, real estate market. The environment is also a sector in which 

financialisation has appeared on a worryingly large scale. Clark and Hermele (2013, p. 6) define environmental financing as 

a spatial process taking place under conditions of dissemination of neoliberal policy associated with the commodification 

and privatization of ecosystems and accumulation through appropriation and forced displacement, leading to an increase in 

financial control over natural goods and environmental management. As a result, the bio-physical environment of a person 

is treated in terms of purely financial liquid assets, which entails an increase in income inequality and the progressive 

devastation of nature, and thus prevents the achievement of the goal of sustainable development on a global scale. 

 

The key players in the process of financing, including that taking place in the environmental sector, are powerful commercial 

banks, insurance companies, pension funds, hedge funds, etc., which are designed to profitably invest the funds entrusted to 

them. Financialisation, being the driving force of commercialization of the natural environment, including land grabbing, 

would have never reached such a scale and exert so many negative consequences that penetrate almost all areas of our lives 

unless the two characteristics of the Post-Fordism era: endogenous creation of credit money and new information 

technologies. 

 

Endogenous Money Supply 

 
According to the Post-Keynesian perspective, the endogenous nature of money results from the fact that the production 

process takes time and must be financed before it begins with funds obtained from commercial banks (or other financial 

institutions). This, in turn, means that the impulse to start lending comes from business entities that report to banks demand 

for new funds (Wray, 1990). If the entities prove credible, the bank will meet their needs by adding the requested amount in 

electronic form to their account. Banks do not need to accumulate deposits to start lending. They are able to create new 

purchasing power ex nihilo, without the need to reduce the amount of money accumulated by savers (Keen, 2011). In the era 

of electronic money, this is done simply by pressing a key on the computer's keyboard. 

 

The endogeneity of money, which creates the possibility of virtually unlimited creation of money, gave in the conditions of 

far-reaching liberalization of economies an impulse for huge changes in the economic environment: the popularization of 

rentier behaviour among market participants, including financial institutions themselves; development of shadow banking; 

the emergence of financial innovations in the form of securitization and speculative derivatives; creating a global financial 

system cantered around lucrative investment banking (brokerage, trade and insurance); a more accommodative policy of 

central banks, consisting of passive provisioning of reserves to commercial banks (Stockhammer, 2004; Epstein, 2005; 

Orhangazi, 2008; Charles and Fontana, 2011; Seccareccia, 2012; Lysandrou, 2013; Michell, 2017; Sawyer and Passarella, 

2017).  

 

In other words, ex nihilo money creation has opened the way to the spread of financialisation. Powerful streams of credit 

money have started to circulate around the world in search of profitable investments. Among them, there are various types 

of commercialization of the natural environment, including mass appropriation of land. Once the land was commodified and 

privatized, it began to play the role of a purely financial liquid asset, circulating in the orbit of financial capital and providing 

it with conditions for reaping further high bonuses (Clark, 2013, p. 129).  

 

New Information Technologies 

 
The second pillar on which the dynamic development of financialisation is based is the digitization of our reality, which has 

been progressing for years, referred to as the fourth industrial revolution. Financialisation in general, and land financialisation 

in particular, is directly linked to the large-scale implementation of computerization and digitization. The use of satellite 

images and various types of computational technical tools allowed for much more accurate and detailed estimation of land 

surface, their fertility, availability of water resources, etc. Computer mapping of areas and their assessment from the point 
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of view of investment profitability enabled the land to enter global real estate markets. Digitization of cadastral data has also 

been helpful here, which opened the way to transnational trade in land in the virtual sphere (Seufert et al., 2018, p. 4). 

 

Currently, actions are taken to intensify trading in land in virtual space even more thanks to the implementation of blockchain 

technology, originally used to create the cryptocurrency market. It is to provide transaction parties with additional 

transparency, security, protection against fraud and corruption. Thanks to built-in security and complicated cryptographic 

tools, blockchain is also to guarantee landowners the inviolability of their tenure security. Further, advocates of the progress 

maintain that this technological innovation will allow the takeover of land administration by private entities that will perform 

this task much better than state offices established for this purpose. And most importantly in the context of the problem of 

land grabbing - blockchain will open the door to carry out transactions through the so-called small contracts, which are 

largely concluded in an automated and self-enforcing way. This means that land trading will become even simpler and more 

accessible to interested parties. From the point of view of potential investors, blockchain has one more advantage - it enables 

the so-called fractional ownership, i.e. the situation when several entities acquire shares in a given plot (Seufert et al., p. 4-

5). Therefore, it is a tool accelerating the process of land appropriation through privatization, leading to an increase in 

financial control over natural goods and environmental management.  

 

Land Grabbing as A Form of Environmental Financialisation 

 
Baker-Smith and Attila (2016, p. 1) provided one of the most complete definitions of land grabbing:" Land grabbing can be 
defined as being the control (whether through ownership, lease, concession, contracts, quotas or general power) of larger 
than locally-typical amounts of land by any person or entity (public or private, foreign or domestic) via any means (‘legal’ 
or ‘illegal’) for purposes of speculation, extraction, resource control or commodification at the expense of peasant farmers, 
agroecology, land stewardship, food sovereignty and human rights.” Of course, the purpose of land grabbing is always the 

same - maximum cash profits for capital owners. 

 

The interest of international investors, private corporations and governments in the land market has increased after the food 

crisis that accompanied the recent financial collapse of 2007-2009. The financial crisis did not scare away investors, but 

diverted their attention towards safer ways of investing, and investments in land are considered such. As a result, it became 

the object of massive speculative transactions. On the one hand, this mass of land turnover enabled the existence of surplus 

liquid reserves created ex nihilo thanks to the accommodative policy of central banks lowering interest rates in the face of a 

global collapse, and on the other - technology that allows the collection and processing of huge amounts of data, including 

investment opportunities, and immediate redirecting financial capital streams across national borders towards the most 

lucrative investment ventures. 

 

The largest private investor in agricultural land in the world is TIAA-CREF (Teachers Insurance and Annuity Association - 
College Retirement Equities Fund Corporation), which at the end of 2014 managed almost "1.4 million gross acres of 
globally diversified farmland valued over $ 5.1 billion". TIAA-CREF is a company that manages pension funds in the United 

States with an approximate value of US$ 886 billion, and is the owner of TIAA-CREF Global Agriculture LLC (TCGA), 

which operates on international land markets. Other powers in this industry are e.g. NCH Capital - the American agricultural 

fund, Duxton Asset Management of Singapore or the American Alternative Solutions Agriculture Fund (Ferrando, 2019, pp. 

8-9). 

 

For the local community, such activities of private capital usually mean expropriation, forced displacement, breaking family 

and neighbourly ties, violation of human rights, and at best a strong unilateral connection with the new commodity and the 

imposed method of its cultivation or production. The grabbed land is usually used intensively to maximize profits. This is 

accompanied by the enormous degradation of the environment, the extinction of many species of fauna and flora, 

groundwater pollution and climate change felt worldwide (Clapp, 2012; Simon and Tittor, 2014, pp. 10-11).2 

 

The consequence of the commodification of land and its plunder is the financialisation of food products and an increase in 

the volume of trade in food-related financial instruments. Various financial institutions are increasingly turning to agricultural 

and monoculture farms, which until recently were seen as highly risky. Currently, they are treated as very lucrative, especially 

in the era of high volatility of food prices. The activities of private investors include, first and foremost, the creation of new, 

often highly complex financial products that change food into commodities and trade on a global scale, providing loans for 

financing agricultural activities, as well as - in some cases - direct management of agricultural holdings. In other words, 

agriculture is now seen as an area of activity that can be easily transformed into financially attractive assets (Peralta, 2017, 

p. 7). 

 

Among the popular financial derivatives based on investments in agricultural commodities and sold by large banks, there are 

especially CIF (Commodity Index Fund) funds. Agricultural products and their prices are usually 1/3 of the value of these 

indices, alongside the prices of minerals, farm animals and petroleum products. The most popular index funds of this type 

include Standard and Poor's Goldman Sachs Index and Dow Jones AIG Index. In addition to banks, trade companies such as 
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Archer Daniels Midland, Bunge, Cargill and Louis Dreyfus (known - from the first letters of their names - as ABCD 

companies) were interested in investing in agricultural and food products.  The financial branches of ABCD companies were 

established not only to manage risk by hedging against price changes on the futures markets, but also to sell private investors 

CIF index fund units and other financial products based on agricultural commodities. Of course, entities investing in this 

type of financial assets are not even interested in the physical commodity underlying their investment. Agricultural products 

are therefore treated purely instrumentally, only as a mean to achieve the goal of high monetary benefits (Clapp, 2012, pp. 

5-7). 

 

Potential options for preventing land grabbing 

 
Actions taken to prevent land grabbing in individual countries do not reflect the scale of the problem and the seriousness of 

the situation. Much more often interest in this issue is shown by governments of highly developed countries in which the 

problem is relatively less significant (e.g. Canada or France). This is understandable, since the countries of the Global North 

have greater opportunities to resist the inflow of massive capital. However, most countries in the world, especially the less 

developed ones, did not take any direct action in response to the growing financialisation of the land (Ferrando, 2019, pp. 

12-13). 

 

Many authors indicate that the solution to the problem of land grabbing are strong regulations and state control, e.g. 

restrictions on the purchase of land by foreign entities. But Fairbairn (2015) shows, on the example of Brazil, that the 

effectiveness of such restrictions is limited. They take the perspective of their own economy in the face of the transnational 

flow of capital that does not represent any territory or nationality. As Fairbairn writes (2015, p. 583): „Today’s land 
acquisitions do not always represent the territorial takeover of one nation state by another, as under colonialism, nor the 
territorial expansion of nationally based political and economic power, as under imperialism.” That is why foreign investors 

are usually able to legally circumvent domestic law and continue taking over and exploiting further areas of land. 

Furthermore, it should also be borne in mind that land grabbing is not only carried out by foreign entities. 

 

However, it seems that such actions are ineffective due to a much more fundamental reason - namely, they are directed at 

the result, not the root causes of the problem. Because the causal string looks as follows: 

 

endogenous money supply + technological innovation → financialisation → land grabbing, 
 
it is obvious that until we manage to limit the creation of new ex nihilo liquid funds and introduce effective control over the 

use of technological tools for the commercialization and securitization of land, the financing of this good will proceed with 

all its disastrous consequences. 

 

The Post-Keynesians have been calling for stopping the rise in financialisation in all areas of economic life by reducing the 

supply of endogenous money for a number of years. For example, Palley (2006, 2013, 2014, 2017) in a series of his 

publications developed the concept of asset-based reserve requirements (ABRR). According to it, the central bank would 

require financial institutions to maintain reserves for each category of assets separately, e.g. shares, bonds and - what is 

important in the context of the discussed problem - loans, etc. Of course, the central bank could set the level of reserves at 

zero and, only in the event of instability in any of the markets (e.g. real estate), introduce an increase in their limit for the 

group of assets generating increased risk. In view of the higher cost of holding such assets, financial institutions would have 

no reason to continue their involvement in their issue or purchase. At the same time, such activities of the central bank would 

not affect the other parts of the system in any way. Therefore, the behaviour of entities on other markets would not change. 

Importantly, the proposed regulations would apply to all financial institutions, i.e. commercial banks as well as parallel 

banking and financial intermediaries. This would allow for effective supervision over all types of banking and financial 

activities and effective reduction of excessive credit money creation, and thus the increase in financialisation. 

 

Another proposal, based on structural changes in banks, was made by Rossi (2010) and Gnos (2011-12). It would consist in 

separating operations in which money is created (creating new income) from other activities consisting in collecting savings 

and making them available to borrowers (intermediation in the allocation of income already generated). Both authors 

emphasized that financialisation led to the transformation of a number of financial institutions into powerful conglomerates 

operating on a global scale and simultaneously performing the functions of commercial banks, investment banks, investment 

funds, property managers, insurance institutions, etc. In this situation, it was virtually impossible externally supervise such 

constantly growing financial groups that eventually became "too big to collapse." Similar difficulties also arose in the case 

of internal control. There is no way to be able to control such diverse activities, especially in the era of intense technological 

progress and the creation of a virtually unlimited amount of money in total detachment from the real sector. 

 

The proposed structural reform would overcome these problems. At any time, the amount of income deposited by customers 

would be known and could be used without any restrictions on granting loans. On the other hand, the creation of bank money 

would be closely linked to production activities and it would not be possible to create ex nihilo money without demonstrating 
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the relationship between such operations and the creation of new income. Such solutions would not disturb the behaviour of 

individual market participants and would not impose any additional restrictions on them. 

 

The second element that should be subjected to careful control by public administration bodies are the technical and 

technological achievements of the digital age applicable in land purchase and sale operations, e.g. blockchain technology. 

To be able to effectively prevent land grabbing, you would need to determine who has access to this technology, who controls 

it, and for what purposes. As Seufert et al. write (2018, p. 24):„The emerging issue is, therefore, how to ensure human rights 
accountability in the general context of digitalized land and environmental information. New devices and technologies are 
not deployed in a vacuum, nor is their use as clean and tidy as their technological nature pretends to suggest. Land is per se 
a material and a highly illiquid/immobile good. Despite all the digital developments, land will necessarily keep its very 
material and local character, meaning that the people who live on the land and off it, will be affected by transactions on 
global markets, even when these seem to happen in a purely digital sphere.”  

 

Conclusions 

 
The progressing financialisation leads to a new socio-economic dynamics, changes the balance of power among market 

participants, opens up opportunities for capital accumulation in areas not yet exploited, changing the entire logic of the 

management and production process, and manifests its overwhelming influence on political elites (Simon and Tittor, 2014). 

In the case of environmental financing, the spectrum of consequences extends from speculation and food crises around the 

world, through increased hunger and poverty in underdeveloped countries, to the irreversible devastation of ecosystems that 

deepen global climate problems. As a result, new colonialism, which is responsible for a number of catastrophic 

consequences, is increasingly being talked about in the context of financialisation of the environmental sector. 

 

Potential possibilities for solving one of the most severe manifestations of commercialization and privatization of the 

environment, i.e. land grabbing, should be seen in the ex nihilo limit on money creation recommended for years by the Post-

Keynesians. It allows for increasing speculative capital and placing it then not only in global land markets, but also in health 

care systems, pension systems, etc.  This proposal seems as obvious as it is difficult to implement in a modern global balance 

of power created by the most powerful players. Above all, such plans will be opposed by financial elites, which, thanks to 

the current organization and functioning of the banking and financial system, can generate above average profits. Also, 

political elites may not show much enthusiasm for such proposals, as they have given clear consent for years to the growing 

dominance of the financial sector over the real production sector around the world. In this situation, attempts to deliberately 

reduce speculative investment financed with credit money created ex nihilo, in which economic, social and ecological costs 

are not considered, seem to have little chance of implementation. 

 

Another barrier to attempts to reduce the phenomenon of land grabbing may be dynamic technological progress and the way 

in which technological innovations are used to carry out land trading transactions. In order to prevent a situation in which 

the land can be commercialized, privatized and securitized even faster and easier, the state administration should be 

responsible for monitoring who has access to the implemented technology, who controls it and for what purpose. From a 

technical point of view this can be very difficult to execute. Furthermore, it is also necessary to ask the question whether the 

state administration of a given country is truly interested in introducing such activities and in real limiting the inflow of large 

capital in its territory.  

 

The progressing digitization of the reality that surrounds us and the strengthening of the alliance of financial and political 

elites consolidating rentier capitalism mean that effective control over the development of the phenomenon of financialisation 

and the elimination of its negative effects seem to be an unlikely scenario in the near future. At the same time, however, the 

lack of decisive measures to stop the rise of financialisation, especially in the area of the natural environment, will lead 

humanity to an inevitable catastrophe. The natural environment is a unique sector on which the quality of life of both local 

communities and people around the world depends. Putting the interests of financial and political elites above social interests 

leads to irreversible consequences. Ecosystem degradation, climate change, displacement and forced migration, poverty, 

instability of food prices, food crises are just some of the effects of financialisation in the environmental sector that will have 

to be tackled not by those who are now multiplying their profits in this way, but future generations who will live in a reality 

created by hyper-financial capitalism. 
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Endnotes 

 
1 Land grabbing is a global phenomenon and applies not only to the countries of the Global South, but also to the Global 

North (although on a smaller scale). Due to the limited framework of this study, attention will be focused on the problem of 

agricultural land grabbing in less developed countries. Concentration and takeover of land in highly developed countries are 

mentioned, among others, by Kay et al. (2015), Sommerville (2013) or Desmarais et al. (2015). 

 
2
 There are also studies that prove that land grabbing has positive micro- and macroeconomic effects. An overview of these 

studies as well as their critiques can be found in the works of Baker-Smith and Attila (2016) and Reydon and Fernandes 

(2017). 
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Abstract 

The current hospitality industry is highly influenced by the pandemics of CoVid 19 and connected national and 

international measures. Several studies are already proposing the strategies for hospitality industry recovery, and the 

majority of them do not consider a significant shift in customer behaviour and employee skills and abilities. This study 

aims to understand the difference in communication with hotel clients in the front office before the pandemics and when 

the national measures were applied. The study is based on the semi-structures questioning of 59 front-office, HR and 

operations manager in Prague and their evaluation of several concepts. During the pandemics, the front office employees 

were mainly handling the request for cancellation of the stay, their move or other reimbursement and information handling 

via phone or email. Only 12 % of the respondents prepared the training programme for their employees to handle these 

situations. As the results, we propose sustainable HR, learning and development strategy as the hospitality recovery basics. 

Quest satisfaction can be the only driver to improve hotels and other accommodation facilities' performance and 

sustainable operation. 

Keywords : Customer Care, Hospitality Industry, Soft Skills, Communication Changes 

Introduction 

The CoVid19 pandemic and national restriction significantly influence the current Czech hospitality industry. Based on the 

latest data STR data, the Prague four and five-star hotel reached the occupancy level of 7, 5 %, and ADR of 1416 CZK, 

approximately 54, 37 EUR RevPAR of 4, 03 EUR in December 2020. The start of 2021 brought back strict restrictions 

from the Czech government and total leisure closure of accommodation facilities connected with the closed borders for 

foreigners (only if they have an important reason for visiting Czech republic). The hoteliers were able to attract only the 

business individuals, which resulted in significant selling rate decrease. Previously mentioned, national measures can be 

found throughout Europe (Rodríguez-Antón & Alonso-Almeida, 2020). 

The first articles focusing on the impact of the pandemic on hotel performance showcased the year to year comparison with 

the previous years and future development perspectives (Hao, Xiao & Chon, 2020; Napiarala, Lesniwska-Napierala & 

Burski, 2020) 

Excluding from these financial and performance changes, we should focus on the other aspects of the CoVid19 pandemic. 

It is assumed that the current situation will change customer behaviour, hygiene standards and customer care in general. 

Few studies focused on improving the hygiene level as a key to for retention of the hotel clients (Yu, Seo & Hyun, 2020) 

or quests perception (Awan, Shamin & Ahn, 2020). 

This study's primary focus is in client to front office employee communication and the changes connected to the pandemic 

of CoVid19 and upcoming measures from the national government. We can list the most important ones: face mask-

wearing, compulsory quarantine, compulsory negative PCR test for travelling and many more. All the restrictions lead to a 

significant need for information sharing, problem handling and ethical considerations (for example when the client had the 

non-refundable reservation which needed to be cancelled for the compulsory quarantine or SARS-Cov-2 infection). 

From this perspective, it is vital to understand the changes in client-employee communication and main issues within this 

communication. The authors approached the front-office, HR and operations managers to identify the main issues that the 

employees were handling before and during the pandemics and the position of soft skill and their training within the 

hospitality industry in the Czech republic.  
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Literature Review  

When focusing on the client-employee communication, we should understand the consequences of this communication and 

bright it to brought context. Lai et al. (2018) stated that service quality is directly linked to several other topics like quest 

satisfaction and quest loyalty, where the authors are stating that the hotel staff should deliver a high level of service quality 

to hotel clients to build the loyalty and achieve the appropriate level of guest satisfaction. From this perspective, it is 

crucial to understand the concept of service quality which can differ client by client, mainly its evaluation, but there are 

stated factors, that can influence the service quality.  

Johnson (1995) focused on the service quality in connection to quest satisfaction stating that only high level of services can 

lead to service quality (when considering the combination of tangibles and intangibles as a complex product/service). He 

also mentioned that the determinants of guest dissatisfaction and satisfaction, where the tangibles and service failures are 

causing the majority to dissatisfaction and on the other staff skills and overall service delivery could improve the overall 

satisfaction. The author builds the whole study on the SERVQUAL methodology developed by Parasuraman, Zeithaml & 

Berry (1988). The authors reduced their previous ten determinants of service quality (model from 1985) to final group five 

the most influential determinant is tangibility, reliability, responsiveness, assurance and empathy. From their study, it is 

essential to mention their motivation in finding these determinants, which was directly connected to employees and their 

satisfaction and motivation. Only these can deliver quality service, which can lead to quest satisfaction and quest loyalty. 

Focusing on the mentioned five determinants, we can describe them as follows.  

• Tangibles – the physical part of the product, including its equipment and physical appearance of the hotel 

employees.  

• Reliability – ability to deliver a high standard of promised services accurately and dependably.  

• Responsiveness – ability to respond to hotel clients and their requests, help the hotel clients, and promptly 

provide the needed services and product.  

• Assurance – ability to inspire trust and confidence by the knowledge and courtesy. 

• Empathy – the ability to understand the client's feelings and current situation and personalise the services based 

on this knowledge.  

Last two dimensions were created from the previous seven dimensions of the original model from 1985 and aggregate the 

communication, credibility, security, competence, courtesy, understanding customers and access. Combining these 

dimensions with "Hospitality Intelligence" presented below by Bharwani & Jauhari (2013), we can state a high need for a 

high level of hotel employees' soft skills. 

Shafiq et al. (2019) used the SERVQUAL methodology to understand the perception of Generation Y's determinants in 

Malaysia where the tangibles are the only factors that are not having a significant and positive relationship with service 

quality. Different perception of service quality determinants is presented by Sohail et al. (2007), where the authors focus 

mainly on the front desk employees and the evaluation of the quality of delivered services and their attitudes. Lee et al. 

(2020) analysed online customer reviews, and identified the main factors influencing customer satisfaction: service, room a 

value evaluation where the brand type and negative emotions are negatively connected to this concept. On the other hand, 

Morego-Perdigón et al. (2021) state that branded hotels must deliver a high personal attention level. The key driver is the 

value for money evaluation (this evaluation ins mainly affected by the level of service quality). 

A limited number of articles focus directly on the communication with hotel guests on the front desk, where the 

communication is mostly perceived as part of an intricate appearance. Sayin & Karaman (2019) identify the main stages of 

hotel quests stay and the interaction happening during these stages. The majority (76 %) of communication with hotel 

clients happens during the reservation stage and only 14 % during the stay and 10 % during check-out. The authors are also 

stating the main issues and problems from the client perspective, and these are the incorrect information, inadequate 

performance of hotel staff, cultural or language barriers and guest sources problems. During the stay, the client is facing 

the same structure the issues, while during check-out, the client is facing failures in account calculation, bad attitude 

towards the clients, lack of communication about left items after check-out and lack of information about the clients check-

out hours.  

Kharouf et al. (2018) focused on the impact of practical communication concepts on the guest perception and loyalty, 

where the authors state that there is a direct and strong link between effective communication, trustworthiness and 

attitudinal and behavioural loyalty. 

Knežević et al. (2015) and Islam & Kirillova (2020) are focusing on the non-verbal communication of the interaction with 

clients, where the study of Kneževič et al. (2015) is mainly focusing on the effect of client appearance as the factor that 

influences the perception of the clients and the level of delivered services, where the authors are stating strong positive 

correlation between the physical appearance of the client and delivered level of services. Islam & Kirillova (2020) present 

non-verbal communication as a crucial part of communication with different religions and gender, where the employees 

should be trained to be more culturally sensitive.  
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Based on the previously mentioned results of published studies, it is clear that the effective communication and other soft 

skills are significant determinants of quest satisfaction which is having a strong connection to online reputation and overall 

hotel performance.  

Method and Results 

The authors used the semi-structured questioning of front-office, human resources and operations managers of Prague 

hotels and other accommodation facilities. Since several hotels were and still are closed, the authors used purposive 

sampling and approached 150 managers from Prague hotels with the direct link to The Institute of Hospitality Management 

in Prague which resulted into 59 verified and valid responses connected to evaluation of soft skills, in-house training 

description and changes in "client- FO employee" communication. 

The soft skills were derived from the description of "Hospitality Intelligence" of Bharwani & Jauhari (2013) which consists 

of following competencies and skills (excluding from Cultural Competencies) that directly affects the interaction with 

clients. 

Empathy, Effective Communication, Influencing Skills, Seeking and Assimilating Quest Feedback, 

Anticipating Quest Needs, Responsiveness, Flexibility, Conflict Resolution Skills, Team Playing, 

Emotional Resilience, Optimism, Commitment, Self-Awareness, Self- Management, Centricity of 

Guest Experience, Creativity and Innovation, Generosity, and Professional Behaviour. 

These skills were evaluated by their importance for front-office employees using Likert Scale. When focusing on the most 

important one stated in the previous section of this paper (Empathy, Effective Communication, Responsiveness, 

Flexibility, Emotional Resilience and Conflict Resolution Skills), we can um them in Table 1. 

Table 1: Evaluation of preferred soft skills 

 

Skill Average Standard Deviation 

Conflict Resolution Skills 6,763 0,429 

Flexibility 6,729 0,691 

Empathy 6,627 0,488 

Responsiveness 6,610 0,720 

Effective Communication 6,525 0,858 

Emotional Resilience 6,508 0,504 

 

From this table, we can see, that the managers are rating all the soft skills as the most important ones on the front office, 

where to skill to solve the problems in being identified as the most important skills for the employees. On the other hand, 

minimal differences in evaluation of these skills and low variability in the answers bring us the need for the complex 

perception of skills and their importance.  

To identify the changes in communication between hotel clients and front-office employees, the authors approached five 

hospitality professionals that identified critical topics of this interaction which was lately proposed to the respondent to 

check the most common activities performed by front-office employees before and after the application of national 

measures to reduce the effect of CoVid19 disease. The following activities were identified, and respondents were allowed 

to state their options and unique activities. Approached respondents were asked to state the most common types of 

problems during and after stay connected to the front-office department. 

Reservation Creation, Reservation Verification or Change, Stay Information Retrieval, Check-in, 

Check-out, Service Sales During Stay, Additional Stay Information Retrieval During Stay, Problem 

Handling During Stay, Problem Handling After Stay. 

The same approach was selected to identify main problems connected to hotel stays that front-office employees handled. 

This study's key results are presented below and show the significant shift in "client – front-office employee" 

communication and main topics of handled problems and activities. 
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Fig. 1: The proportion of activities handled by front-office employees before pandemic of CoVid 19 

Figure 1 shows that all the employees were handling in-house operations like check-in and check-out. Another critical 

group of activities was mainly connected to before stay and during stay activities, where the reservation verification of 

changes was to top activity followed by delivering information to the client before and during the stay. Nearly 75 % of 

respondents stated that their front office employees are handling the reservation (as they have their reservation department) 

and 60 % of them directly handle the problems (FO managers of quest service agents are handling the rest). Contrary to 

these results, during the pandemics and period of application of national measures, hoteliers and front-office employees 

dealt mainly with following activities (as for the previous questions, the respondents were allowed to state more of these 

activities). 

 

Fig 2. The proportion of activities handled by front-office employees before pandemic of CoVid 19 

Based on the conducted research, we can state that the employees were before pandemics mainly focusing on the hotel 

operations and stay disruption caused by noise, cleanliness, technical issues or current hotel reconstruction. After the 

application of national measures, the structure of the problems changed utterly, and the employees needed to: 

• Contact and cancel all confirmed reservation while informing the clients about measures and possible 

reimbursement from the hotel.  

• Inform the client about the applied hygienic measures and their application within hotel operations (mainly for 

business clients and for leisure when these were allowed to be accommodated in Czech hotels). 

• Control adherence to the applied measures and clients' security and possible health problems (if the hotel was 

closed for the leisure segment). 
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To face the changes in activities, it was crucial to identify the patterns connected to hotel employees' training, where less 

than 12 % of the respondents stated that they trained their staff to handle to situation and issues appropriately. For 75 % of 

respondents, front office staff and their soft skills represent an integral part of their employment, but only 50 % of the 

respondents test these before hiring the employees and before the first shifts during the onboarding.  Contrary to these 

findings, less than 40 % of respondents are planning to develop their employees' soft skills in the future, as the main issue 

is the lack of finance. 

Discussion 

The whole pandemics hit hard the hospitality industry, and the researchers are trying to identify the best way to recover not 

only of the individual hotels and other accommodation facilities but also the whole industry. Herédia-Colaco & Rodrigues 

(2021) proposed it is important to focus on the health and hygiene as critical areas of interest for attracting the news 

customers during the hospitality recovery in upcoming years. Rodríguez-Antón & Alonso-Almeida (2020) propose the 

different market orientation for securing the appropriate level of hotel performance thanks to domestic travel. Pillai et al. 

(2021) proposed the use of modern technologies to secure the high level of operations hygiene and the tool for 

maximisation of quest security. 

Upcoming research would be based on the previous strategies derived from the recovery after other pandemics like SARS, 

MERS and other. On the other hand, the researchers do not mention the need for highly qualified and skilled employees, 

who should be driving the full recovery. The proposed application of modern technologies (Pillai et al., 2021) should be 

directly linked to the investment in human capital and employee training and development, as the client will still need help 

and instruction for the technology usage. The information technologies are the drivers of the front office employee 

efficiency (Melián-González & Bulchand-Gidumal, 2017). However, there is still a high need for personal contact and 

interaction, where the technologies can be used to shorter the time needed to prosecute mainly administrative work. 

Different market orientation must be prepared using appropriate communication skills of sales employees. Even the high 

level of cleanliness and hygiene measures compliance would not secure hotel clients' great perception if these are not well 

presented and communicated with the client.  

Conclusion 

We can confirm that the pandemic of CoVid19 influenced the whole industry significantly and brought a new range of 

issues and problems to be handled. Many hotels will terminate their operations, and many employees would shift to 

different industries. In the previous section, several strategies can lead to hospitality recovery, but all of them are assuming 

a high level of employee knowledge and skills. 

Hotelier should invest in modern technologies, improve hygienic and safety standards, and improve their employees' 

education and development. As stated before, only the satisfied and well-motivated employees can deliver a high level of 

service quality, which can be considered as the must for recovery of any hotel of the accommodation facility. From this 

perspective, we can talk about sustainable HR and learning and development strategy (Urbanova & Vrabcova, 2020), 

which should be created to speed up the recovery process. Creation of such a strategy can support managers' development 

and improve their decision-making skills (Petricek, 2017) in various departments as the hospitality will face new 

difficulties. 

To comment as well the whole study and its research design, the authors used purposive sampling which could lead to 

lower validity of the results, on the other hand, this exploratory study should be used as the starting point for more 

complicated investigation of front office activities and their prosecution from the perspective of education providers and 

hotel HR managers, as the whole industry is shifting in connection to the current situation and different needs of upcoming 

generations. The authors also state that not all the hoteliers were able to respond to their questions as they are currently in 

difficult situations and trying to save their business. 

Acknowledgment 

This article was created as the results of the project TL04000153 “Aplikace nástrojů virtuální reality do tréninku 

komunikačních dovedností pracovníků hotelů za účelem zmírňování obav a rizik spojených s šířením onemocnění COVID-

19” funded by Technology Agency of the Czech Republic. 

References 

• Awan, M. I., Shamim, A., and Ahn, J. (2020). Implementing 'cleanliness is half of faith in re-designing tourists, 

experiences and salvaging the hotel industry in Malaysia during COVID-19 pandemic. Journal of Islamic Marketing. 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

756



• Bharwani, S., and Jauhari, V. (2013). An exploratory study of competencies required to co-create memorable 

customer experiences in the hospitality industry. International Journal of Contemporary Hospitality Management, 

25(6), 823–843. 

• Hao, F., Xiao, Q., and Chon, K. (2020). COVID-19 and China's hotel industry: Impacts, a disaster management 

framework, and post-pandemic agenda. International journal of hospitality management, 90, 102636. 

• Herédia-Colaço, V., and Rodrigues, H. (2021). Hosting in turbulent times: Hoteliers' perceptions and strategies to 

recover from the Covid-19 pandemic. International Journal of Hospitality Management, 94, 102835. 

• Ho, R.C., Withanage, M.S. and Khong, K.W. (2020), "Sentiment drivers of hotel customers: a hybrid approach using 

unstructured data from online reviews", Asia-Pacific Journal of Business Administration, Vol. 12 No. 3/4, pp. 237-

250. https://doi.org/10.1108/APJBA-09-2019-0192 

• Islam, M. S., and Kirillova, K. (2020). Non-verbal communication in hospitality: At the intersection of religion and 

gender. International Journal of Hospitality Management, 84, 102326. doi:10.1016/j.ijhm.2019.102326 

• Johnston, R. (1995). The determinants of service quality: satisfiers and dissatisfiers. International Journal of Service 

Industry Management, 6 (5), 53-71. https://doi.org/10.1108/09564239510101536 

• Kharouf, H., Sekhon, H., Fazal-e-Hasan, S. M., Hickman, E., and Mortimer, G. (2018). The role of effective 

communication and trustworthiness in determining guests' loyalty. Journal of Hospitality Marketing & Management, 

1–23. doi:10.1080/19368623.2018.1505574  

• Knežević, M., Tomka, D., Bizjak, B., Fabjan, D., and Kukulj, S. (2015). The physical appearance of hotel guests: The 

impact on service providers' communication and quality of service. International Journal of Hospitality Management, 

51, 8–14. doi:10.1016/j.ijhm.2015.08.007  

• Lai, I.K.W., Hitchcock, M., Yang, T. and Lu, T.-W. (2018). Literature review on service quality in hospitality and 

tourism (1984-2014): Future directions and trends. International Journal of Contemporary Hospitality Management, 

30 (1), 114-159. https://doi.org/10.1108/IJCHM-08-2016-0408 

• Lee, M., Cai, Y.(M)., DeFranco, A. and Lee, J. (2020). Exploring influential factors affecting guest satisfaction: Big 

data and business analytics in consumer-generated reviews. Journal of Hospitality and Tourism Technology, 11 (1), 

137-153. https://doi.org/10.1108/JHTT-07-2018-0054 

• Melián-González, S. and Bulchand-Gidumal, J. (2017), "Information technology and front office employees' 

performance", International Journal of Contemporary Hospitality Management, Vol. 29 No. 8, pp. 2159-2177. 

https://doi.org/10.1108/IJCHM-10-2015-0585 

• Morego-Perdigón, M. C., Guzmán-Pérez, B. and Ravelo Mesa, T. (2021). Guest satisfaction in independent and 

affiliated to chain hotels. International Journal of Hospitality Management, 94, 102812. 

https://doi.org/10.1016/j.ijhm.2020.102812 

• Napierała, T., Leśniewska-Napierała, K., and Burski, R. (2020). Impact of geographic distribution of COVID-19 

cases on hotels’ performances: Case of Polish cities. Sustainability, 12(11), 4697. 

• Parasuraman, A., Zeithaml, V.A. and Berry, L.L. (1988) SERVQUAL: A Multiple-Item Scale for Measuring 

Consumer Perceptions of Service Quality. Journal of Retailing, 64, 12-40. 

• Petricek, M. (2017). MANAGERIAL UTILITY FUNCTION AND ITS IMPACT ON DECISION-MAKING IN 

THE COMPANY. In Slavikova, P. (Ed) Proceedings of KNOWLEDGE FOR MARKET USE 2017: PEOPLE IN 

ECONOMICS - DECISIONS, BEHAVIOR AND NORMATIVE MODELS, 747-752. 

• Pillai, S. G., Haldorai, K., Seo, W. S., and Kim, W. G. (2021). COVID-19 and Hospitality 5.0: Redefining hospitality 

operations. International Journal of Hospitality Management, 102869. 

• Rodríguez-Antón, J.M. and Alonso-Almeida, M.d.M. (2020) COVID-19 Impacts and Recovery Strategies: The Case 

of the Hospitality Industry in Spain. Sustainability 2020, 12, 8599. https://doi.org/10.3390/su12208599 

• Shafiq, A., Mostafiz, M.I. and Taniguchi, M. (2019). Using SERVQUAL to determine Generation Y's satisfaction 

towards hoteling industry in Malaysia. Journal of Tourism Futures, 5 (1), 62-74. https://doi.org /10.1108/JTF-01-

2018-0004 

• Sohail, S. M, Roy, M. M. and Saeed, M. A. Z. (2007) "Determinants of Service Quality in the Hospitality Industry: 

The Case of Malaysian Hotels" Journal of Accounting – Business & Management 14, 64-74 

• Urbancová, H., and Vrabcová, P. (2020). FACTORS INFLUENCING THE SETTING OF EDUCATIONAL 

PROCESSES IN THE CONTEXT OF AGE MANAGEMENT AND CSR. ECONOMICS & SOCIOLOGY, 13(2), 

218-229. 

• Yu, J., Seo, J., and Hyun, S. S. (2021). Perceived hygiene attributes in the hotel industry: customer retention amid the 

COVID-19 crisis. International Journal of Hospitality Management, 93, 102768. 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

757



________________ 

Cite this Article as: Mieczyslaw PAWLISIAK “Timeliness in the Supply Chain as Determinant of the Functioning of Logistics Processes” 

Proceedings of the 37th International Business Information Management Association (IBIMA), 30-31 May 2021, Cordoba, Spain,  

ISBN: 978-0-9998551-6-4, ISSN: 2767-9640 

Timeliness in the Supply Chain as Determinant of the  

Functioning of Logistics Processes 
 

Mieczyslaw PAWLISIAK 

 
Institute of Logistics, Faculty of Security, Logistics and Management, Military University of  

Technology in Warsaw, ul. gen. S. Kaliskiego 2, 01-242 Warsaw, Poland, 

 mieczyslaw.pawlisiak@wat.edu.pl 

Abstract 

The article attempts to improve the on-time delivery process in a logistics company operating on the domestic and foreign 

market. Areas requiring modification were identified and in the light of growing problems in the company, modern methods 

of solving them were proposed. An analysis of the functioning of the examined company was carried out and possible benefits 

in the supply chain were demonstrated. By forecasting the possible effects, it has also been shown that the application of the 

proposed solutions may significantly reduce the intensity of the negative impact of the identified problems. As a result of the 

research, the benefits that the enterprise in question can achieve by modifying one of the logistics processes were indicated. 

The presented conclusions showed that making sometimes difficult decisions by the company’s management, especially in 

the area of economic security, supported by effective planning, can bring the expected results. 

 

Keywords: Timeliness, Service Industry, Logistic Processes, Services, Deliveries, Transport. 

Introduction  

The dynamically developing market of logistic services is posing ever new challenges to the logistic operators. The constant 

striving for competitiveness of the offered services is caused by the growing importance of customer service and, as a result, 

the need to meet customer expectations through effectively planned work. (Kler, 2020). Timeliness in supply chains is an 

important aspect of effective business management, especially in view of the constant increase in production control, e.g. 

through JiT (Just in Time) concepts, where on time delivery of resources and raw materials plays an important role. This 

makes it necessary to take organizational measures to reduce delays related to the timeliness of deliveries. (Jiang, 2019). In 

addition, keeping on time delivery of goods allows to reduce costs by ensuring a transparent and orderly structure of their 

storage in warehouses. This eliminates costs resulting from downtime, and the regularity and timeliness of deliveries enables 

continuity of logistics processes. 

 

In modern logistics, the information flow is also important, which is constantly developing due to the progressive 

computerization of logistics companies and their infrastructure. This revolution took place both in the IT equipment and 

software used. Over the last decade, the greatest importance has been attached to the popularization of the Internet as a means 

of communication between smaller and larger business entities.  

 

The considerations made allow to specify the thesis assuming that adaptation of specialized applications will improve the 

timeliness of supply chains served and raise the standard of customer service. Random events are the main reasons for 

delivery delays, especially in periods of increased demand for logistics services, such as pre-Christmas periods. (Świderski, 

2018). Route planning, notifications to drivers, fleet management, ensuring its high readiness and reliability, (Borucka, 

Niewczas, 2019; Borucka, 2019), as well as maintaining a constant flow of information between the forwarder and the 

ordering party is of key importance for on time delivery. These tasks fall within the responsibility of the transport and 

forwarding department, where the processes taking place and the degree of their implementation have a particular impact on 

the timeliness of deliveries. The domination of internal factors determining the quality of logistics service is clear. (Borucka, 

2018). A human being as a part of a transport company's system is the weakest link, whose mistake, due to a wrong decision, 

may disrupt the timeliness of deliveries. (Otsetowa, 2017). A properly functioning system also helps companies to assess the 

effectiveness and timeliness of deliveries, as well as to monitor the arrival and availability of goods. (Zhukov, 2019).  It is 

the selection of the right decision-making, planning and management tools that determines the frequency of human error.  

 

The analysis of the literature shows that timeliness in supply chains is a rather problematic aspect due to the number of 

factors involved and the unpredictability of events occurring in the entire logistics chain. This, however, constantly makes 

us aware of the need for continuous improvement of IT systems, available infrastructure and tools that are fundamental to 

the execution of delivery orders. 
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Therefore, the aim of the publication is to develop a concept for improving the aspect of on time delivery in the company in 

question. It was assumed that adaptation of specialized applications will improve the timeliness of supply chains served and 

raise the standard of customer service. The applied research methods, such as: literature analysis, deduction method, 

outsider's observation, information analysis and inference gave the basis for the analysis and presentation of conclusions in 

the scope of the logistic processes in question. 

 

Modern Supply Chain 
 

The supply chain in modern logistics has gained a new meaning. It has been given numerous definitions, often due to different 

perceptions of the essence of the flows passing through it. Such a task requires numerous logistics undertakings, from 

planning and acquisition of goods, through organization, to their delivery. (Kler, 2019). The optimal definition, given by P. 

Bagchio, was that "The supply chain consists of a network of plants and contractors who supply raw materials and 

components, then convert them into semi-finished products and components, then produce the final product from them and 

then enable their consumption by the final consumer". (Bagchi, 2000).  It is also interesting to note that the supply chain 

system is made up of different participating entities such as suppliers, distributors, carriers and retailers. (Togar, 2018). 

 

Proper functioning of the supply chain in terms of timeliness is conditioned by many factors the logistics enterprise has more 

or less influence on. Some factors, such as atmospheric conditions, are characterized by high randomness and low 

predictability, which the examined company usually has hardly any influence on. The main factor, on the other hand, is 

human error, which can be made as a result of the lack of transparency of the data provided. 

 

Through the intensive cooperation of all supply chain participants, it is possible to properly monitor and control logistics 

processes and, most importantly, to exchange information through an integrated IT network, ensuring easy communication 

between the links. This allows the manufacturer to minimize errors, as well as to research the market and current needs. 

 

There are two main links in the supply chain: supply and distribution. In both groups, the relationship is based on all the 

necessary actions whose main objective is the flow of materials, where the difference occurs when the raw material and 

finished product appear. The supply system is responsible for providing the necessary materials, while the distribution system 

is responsible for delivering the finished product or service to the end customer (consumer). 

 

Modern logistics is constantly placing new demands on enterprises, including the need for continuous improvement of supply 

chain management systems. The source of supply chain risks are the potential threats arising from the uncertainty of each 

component, due to correlations between business process and profit, among companies involved in the supply chain. 

(Yonggui Fu, 2019). These constant changes result in the emergence of the concept of a set of instruments designed to 

support the decision-making system of logistics operators. These solutions are designed to optimize the supply chain for 

smooth performance, which translates into improved timeliness of orders, and most importantly, reduces the number of 

unnecessary stocks accumulated in buffer zones and reduces time-wasting transport work. (Kozlowski, 2020). Supply chain 

instruments include benchmarking, outsourcing, lean management, time management or re-engineering. Changes in the 

business environment and finally in the industry can lead to changes in business benchmarking and performance 

measurement. (Kailash, 2017). 

 

According to researchers at the University of Wollongong in Dubai, some analysts believe that investment in data-based 

supply chain analysis and performance is a myth. (Wamba, 2019). In the further part of the paper, I will present how the 

improvements of the timeliness process can improve the functioning of the whole supply chain in the selected logistics 

company. 

Characteristics of the examined enterprise 

The examined enterprise is a logistics company operating on the domestic and foreign market. This implies the complexity 

of logistics services such as: sea, road, air and rail transport. The company also provides services related to customs 

formalities. The enterprise has branches all over Poland, in every province. These branches have an operational character at 

the local level, where cross docking of shipments and deliveries takes place.  

 

Timeliness of deliveries plays a key role, where customers' warehouses work according to the imposed rigor of on time 

delivery. In such cases, air transport is particularly important in order to avoid long distance unscheduled and late deliveries. 

(Bertrandt, 2020). But most of the deliveries are made by land transport. Warehouse services are also provided in the form 

of contract logistics. A wide range of services provided by the examined enterprise will allow to acquire a significant range 

of customers such as producers of household appliances & audio/video devices or of alcoholic beverages. The company has 

implemented standards in the form of equipment for warehouses operating throughout the country, in terms of technology 

and information systems used. It also has a WMS (Warehouse Management System) in the early phase of its implementation 

and Inter Lan SPEED, used both in warehousing operations as well as in planning distribution or shipping activities. This 
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company does not have its own transport fleet. All transport operations are carried out by external carriers on the basis of 

single contracts, through the Trans EU freight exchange or through permanent cooperation with the company.  

 

Route planning in a delivery company consists in the optimal allocation of available forces and resources: human ones and 

vehicles carrying out transport work. (Borucka, Swiderski, 2018).  Decision making in this aspect is an operational planning, 

which in this case is one of the short-term decisions of great importance for customer satisfaction and transport efficiency. 

The objectives and tasks depend on specific, defined needs. (Kler, 2020). A special priority in the area of deliveries is to 

maintain their high timeliness, as the efficiency of the company in this aspect is crucial for its position in relation to the 

competition. 

 

The analyses carried out on behalf of the company show that the weakest link in the whole area of deliveries is the timeliness 

process. The information transmission system and the time it becomes available for use are important in making decisions 

on optimal supply chain planning. (Nguyen, 2017). Solutions to improve the transport process are aimed at minimizing costs 

while maintaining a high standard of customer service, although the use of modern applications can also have a measurable 

benefit in the form of improved timeliness of supply chains served. The high quality of modern logistics services in supply 

chains can be maintained through the use of complex IT systems, which improve many operational aspects such as 

information transfer, monitoring of the vehicle carrying out deliveries to customers, or determining and optimizing routes. 

Solutions to improve the existing supply chain system  

 There are solutions that can limit the problem of on time delivery in the examined enterprise. One of them is the 

implementation of the VSS.net notification system, developed by StudioSystem company, which can be beneficial for the 

contractors served, but most of all for the examined enterprise. Taking into account the problems with notification, the 

transport operations are exposed to the risk of late delivery to the next contractor, as a result of stagnations forming in front 

of unloading ramps. The long waiting time eliminates the chance for the remaining deliveries to be made in the time windows 

set by the contractor. As VSS.net is an easy-to-use and intuitive notification system, this solution can be implemented in the 

examined enterprise and customer warehouses. This application is designed both for the freight forwarder and the warehouse 

crew responsible for vehicle unloading. Its multifunctionality allows for a comprehensive handling of notifications registered 

for a given day, as well as the transmission of information at each stage of vehicle handling. 

Another solution may be to use the Business Intelligence (BI) system by implementing Microsoft Dynamics ERP (Enterprise 

Resource Planning). The main task of the system is to transform the input data in the form of the on time delivery metrics, 

the number of errors made by the crew and the degree of achievement of the company’s goals. In terms of supply chain 

optimization, it is also important to pay attention to the decision-making system, which has a significant impact on the on-

time metric. The decisions made by employees have a key impact on the execution of deliveries, as the largest percentage of 

late deliveries is an inefficient system for decision-making and analysis of the current situation. The data passing through the 

Business Intelligence system is transformed into output information necessary to develop an appropriate follow-up strategy 

to improve the timeliness of deliveries. The very operation of the Business Intelligence system is based on building data 

warehouses responsible for collecting the necessary information obtained by measuring the phenomena taking place in the 

enterprise. 

 

The processing of the data system takes place in six stages: 

 

 Stage 1 – obtaining the input data – collection of data concerning the transport orders being carried out, distance, customer 

served, type of carrier. 

 Stage 2 – receiving the output data – a collective data compilation in the form of charts of a collective report, generated 

by the Microsoft Dynamics NAV application concerning the timeliness of deliveries in the enterprise. 

 Stage 3 – obtaining knowledge on the basis of the received output – selecting the cause that has the main impact on the 

reduction of timeliness of deliveries. 

 Stage 4 – making a decision on the basis of the acquired knowledge – Selecting an exemplary factor – one of the carriers 

that has the largest share in the deliveries. Decision: termination of cooperation with the carrier at a convenient time and 

seeking a replacement. 

 Stage 5 – action – proceeding according to the decision made in the previous stage. 

 Stage 6 – a set of input data obtained as a result of the action taken – by performing a corrective action, data concerning 

the timeliness of deliveries made by a replacement carrier is obtained. 

 

This system is designed to eliminate decisions based on poorly updated data, forecasts or personal intuition of the employees. 

Through consistent and regular generation of reports on timeliness, the company obtains a set of key information necessary 

to verify the strategic objective pursued. A great advantage of Business Intelligence is its wide range of use in the enterprise, 

as it is also intended to optimize processes related to knowledge management in many areas. 
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The proposed system is a good solution for the examined company, taking into account the negligible need for decision 

making in terms of allocation of resources for delivery operations. However, the implementation of the BI system is 

associated with high costs, resulting from the need to invest in the IT structure of the company, as well as in ERP, DMS 

(Document Management System) or CRM (Customer Relations Management) class systems. A BI system achieves the best 

efficiency when it uses incoming data from systems, due to their volume. This timeliness optimization system can also be 

introduced in smaller companies, where decision-making data can also be obtained through open source applications, which 

do not require significant investments to implement them. The implementation of Business Intelligence provides many 

benefits, the most important of which is that it enables the enterprise to increase its competitiveness through quick processing 

of data used to optimize the supply chain in terms of timeliness. 

Conditions for implementation of the proposed solutions in the context of timeliness of deliveries 

in the enterprise 

The implementation of new solutions, improving the aspect of timeliness in the examined company, is a task that requires 

the establishment of specific conditions that determine the process of putting them in place. It is important to focus on the 

objective of the improvement being introduced, which is the examined company. Furthermore, the stages of implementation 

of a new solution should be specified. They are based on the implementation of the enterprise’s new IT structure.  

 

When putting a new system in place, it is necessary to define the purpose of the new project, which helps to communicate 

the expectations in terms of its implementation. At this stage, the answers to the following questions are important: 

 

• What does the examined company want to achieve by using the new system? 

• What effects will the new solution bring and what aspects of the examined company can be improved? 

• How much time is needed to introduce new IT infrastructure? 

• What resources should be allocated to achieve the purpose set out? 

• What are the opportunities and threats associated with the new project? 

 

It is therefore important that the purpose of the project is in line with the expectations of external and internal stakeholders. 

Internal stakeholders include employees of the examined company. The implementation of an organized system of 

notification of deliveries to the customer should be appreciated by forwarders. Notification of deliveries will improve the 

organization of transport operations, taking into account that the risk of the driver having to wait for unloading is minimized. 

This allows to increase the smoothness of transport processes, as well as to monitor the transport on an ongoing basis. When 

it comes to Business Intelligence, this solution makes it possible to assign internal stakeholders. Employees equipped with a 

complex system of analysis of the performance in terms of timeliness are able to analyze specific phenomena on their own, 

and have the ability to generate a summary report, the results of which allow to make appropriate operational decisions in 

the organization of delivery. 

 

External stakeholders include the clients of the examined company and contract carriers. In the case of customers, a 

measurable benefit can be defined as optimization of the organization of drivers checking in and warehouse ramp 

management process.  Carriers, in turn, will benefit from the ability to monitor their drivers and the timeliness of deliveries.  

 

Implementation of the solution related to the VSS.net Business Intelligence Advancement System is much less demanding 

than using Microsoft Dynamics NAV application, which is an ERP (Enterprise Resource Planning) product. Systems of this 

class are characterized by high expenses and time consuming implementation, consisting of the following stages: 

 

1. Diagnosis – analysis of the needs of the examined company, definition of assumptions concerning the system in use. 

2. Analysis – meticulous analysis of processes taking place in the company. 

3. System development – defining the parameters necessary to ensure the functionality of the implemented system. 

4. System commissioning – planning training for employees. 

5. Testing – preliminary tests and evaluation of the effectiveness of the implemented system. 

 

In case of using VSS.net. application, the requirements for implementation in the examined company are not so complex, 

due to less complicated structure and lower cost. This application works only on the basis of a common database provided 

by StudioSystem.  

 

Table 1 presents the opportunities and threats associated with the implementation of the solutions in question. 
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Table 1: Opportunities and threats associated with the implementation of BI VSS.net and  

Microsoft Dynamics NAV applications 
 

BI VSS.net application. Microsoft Dynamics NAV 

Opportunities Threats Opportunities Threats 

Minimizing the risk associated 

with waiting for unloading  

Lack of initiative on the 

part of the client in the 

implementation of the 

solution 

Improving the quality of 

data contained in the 

reports 

High losses incurred due to 

the cost of implementation 

Improving timeliness of 

deliveries 

Lack of possibility to 

completely resolve the 

issue of timeliness 

Providing a reliable 

source of decision 

making data 

Long time of employee 

training 

Increasing smoothness of 

transport operations carried out in 

the supply chains 

Mistakes made by the 

drivers when using the 

application 

Improving the 

efficiency of compiling 

reports on timeliness 

Risk of mismatch between 

software and employees' 

needs 

Improving company's image 

among customers, gaining a 

reputation in the market 

Lack of sufficient 

training of warehouse 

staff of the customers 

served 

Increasing data 

transparency 

System developme-nt 

inadequate to the 

development of the 

company 

Improving timeliness of transport 

operations carried out by carriers 

taking up individual contracts 

(freight exchange carriers). 

Time needed to adapt 

employees to work on 

the new system 

Increasing company's 

competitiveness on the 

market in terms of data 

analysis 

Disregard for quality and 

safety audits by employees 

 

Proposed solutions for optimizing the timeliness of the supply chain in question differ in terms of their intended use, as well 

as opportunities and threats. Through the implementation of the VSS.net. Business Intelligence system, it will be possible to 

directly resolve the problem of timeliness of deliveries. The use of Microsoft Dynamics NAV application as a product of the 

ERP systems family is also a good solution, although it requires much longer time for its implementation. A high risk of 

failure is also possible. Systems of this class are best suited for large companies with perfect IT infrastructure. Moreover, 

this system will only indirectly resolve the problem of timeliness, leaving the issue of the lack of an effective method of 

delivery notification. The implementation of ERP solutions may prove to be more effective at a later stage of the enterprise. 

Evaluation of the results obtained 

 The analysis and evaluation of the possible solutions for the enterprise can bring real benefits in the area of on time delivery, 

and thus can positively influence the financial profit of the company. As a result of the research process, the following 

conclusions were drawn: 

1. The research has shown that the analyzed enterprise has many problems in business aspects, as the timeliness in the 

supply chain shows low efficiency. This is due to problems related to the organization of deliveries and the lack of a 

system of notifications. 

2. The company does not have the resources, methods and tools necessary to calculate the optimal route. The choice of 

routes is based solely on the employees' decisions and their misguided intuition. By using the right tools and methods, it 

is possible to shorten routes, which translates into a saving of almost an hour during one course. 

3. Using the deduction method it was found that the examined company should invest in solutions related to the 

implementation of a system of delivery notification in order to improve the quality of information flow in both ways, as 

well as to optimize the transportation process, which will result in minimizing the risk of congestion in warehouses. 

Summary 

In the era of high competitiveness, quality, both in products and logistics services, has lost its importance as an element 

distinguishing a product from others, and has become a requirement in the race for leadership in the market. Deliveries made 

by carriers are currently determined by a number of indicators that help to assess the quality and reliability of the service 

provided, as well as by metrics that facilitate their comparison. Timeliness, as a process set of indicators, plays a significant 

role as a component of the overall logistics performance of a company. The rhythm of logistic processes of the production 

company, as well as the timely implementation of the production plan, depends on the timeliness of deliveries. Equally 

important is mental and physical resilience of employees, which determines the right attitude, which was difficult to achieve 

in previous conditions. (Borucka, 2020). These determinants influence the quality of offered services, which allows to gain 

a positive market reputation.  
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The issue of timeliness of deliveries is extremely broad, characterized by high unpredictability. The thesis put forward in the 

introduction, which stated that the adaptation of specialized applications will improve the timeliness of the supply chains 

served and raise the standard of customer service, was confirmed by the conducted research. 

 

The optimization of the analyzed processes was characterized and evaluated by applying the research methods assumed at 

the beginning. As a result of the conducted research, it was indicated that the enterprise facing many problems may 

significantly reduce the intensity of negative impact thereof by applying the presented solutions. 

The possibilities proposed in the paper to improve the on time delivery process are effective and can provide interesting 

solutions to problems that are often faced by logistics companies. 
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Abstract 

The article focuses on the discussion of selected logistics processes functioning in a courier service company. Processes were 

identified, discussed and evaluated in three company sectors, where specific solutions were implemented to optimize them. 

The objective of the paper is to identify the selected logistics processes together with the possibility of their optimization. 

On the basis of the collected data, an analysis of the implemented solutions was carried out and the benefits achieved by the 

company were indicated. The applied research methods, such as: literature analysis, comparative methods, outsider's 

observation, information analysis, deduction and inference allowed to achieve the intended objective. The literature review 

provided a basis for the analysis and presentation of conclusions concerning the discussed logistics processes.  

As a result of the research, the benefits that the company in question has achieved by optimizing three key logistics processes 

for its business were identified. The presented conclusions showed that sometimes difficult decisions from the company’s 

management, especially in the area of economic security, supported by effective planning, can bring the expected benefits. 

 

Keywords: courier industry, logistics processes, services, parcels, transport, sorting. 

 

Introduction 
 

Courier services are of great importance in the area of economic market development. The influence of the development of 

cross-border e-commerce is also increasing, despite relatively high prices of this service. Unfortunately, the main problem 

in such a demanding industry, especially in e-commerce, which affects the quality of the shipping process is incorrect 

preparation and sorting of parcels. (Woźniak, 2018; Zasadzien, 2018). Based on the analyses, the increase in demand for 

such services depends on the territorial distribution of people, differences in the economy and geography, as well as on the 

expectations of potential customers. The goals and tasks of this industry depend on specific, defined needs. (Kler, 2020). A 

well-functioning system of courier services should strive to meet the needs of customers who expect certain effects bringing 

real benefits that courier companies can provide them with. However, transport processes still require continuous analysis in 

order to improve the quality and optimize the functioning thereof. (Borucka, 2019). The considerations in this paper concern 

the following aspects: how to optimize the logistics processes so that they bring real benefits and best fulfil their functions. 

The objective of the paper is to identify the selected logistics processes together with the possibility of their optimization. 

The identified processes are: implementation of a small packages sorter in the express sorting hub, optimization of loading 

of line hauls in the general cargo sorting hub, launching of a new terminal facility including automated sorting of packages. 

By using such research methods as: literature analysis, comparative methods, outsider's observation, information analysis, 

deduction and inference, it was possible to propose optimization of these processes to achieve the assumed research objective.  

 

Characteristics of logistics processes and courier services 
 

The logistics processes are to a large extent interconnected. They all affect the added value of the company. Incorrect 

functioning of processes can lead to disturbances in the efficient operation of the entire company. Proper process 

management, constant monitoring and continuous improvement are essential. Logistics processes determine the achievement 

of the established long- and short-term goals. Therefore, they are closely linked to the overall operation of the company, but 

do not form separate groups. In addition, they maximize the revenue from the company's operations, affect the level of costs 

and optimize the inventory. 

 

In general, the process can be understood as: 

 

• a sequence of changes that consistently come after one another over a certain period of time; 

• appropriate actions and related measures in order to achieve the company's goal; 

• transformation of input data into output data taking into account added value, information and risk. 
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According to Leshchenko and Yelizieva, logistics processes involve the physical movement of goods and related information 

(Leshchenko, 2020). During these processes, the product is further transformed. Thus, it can be determined that logistics 

processes connect all the operations of a company. It can also be stated that they are aimed at increasing the exchangeability 

and usability of products with both spatial and time-related values. (Kozlowski, 2020).  The spatial value directs the logistics 

processes towards efficient transport of the product to the place where it is to be located. The time-related value determines 

the moment of delivery resulting from the demand. According to specialists, there are few studies on improving logistics 

processes in the supply chain. (Zimon, 2016). Decisions made in the logistics process have a direct impact on the level of 

services provided to customers, the ability of the company to compete on the market, as well as on the level of profits the 

company is able to achieve (Kampf, 2018). 

 

The process includes sequences, i.e. core and supporting activities. It can be categorized as a successive execution of 

operations with a specific beginning and end. Particularly in the company, attention should be paid to the essential elements 

that characterize the process. These include input and output, process structure, suppliers and customers, process owner, 

evaluation criteria, influence on company’s performance, metrics, measurements, control methods and criteria, resources, 

as well as documentation and its flow. 

 

Today, courier services are defined as a type of logistics services (Otsetowa, 2017; Woźniak 2010).  Despite being a young 

industry in Poland, they are developing rapidly. Due to the growing demand, geographical location and market profitability, 

both global and local companies operate in this industry. The client's requirements can be met when the courier services are 

provided at the highest level (Rudzi Munap, 2018). Particularly characteristic features of courier services include: 

punctuality, speed of delivery and parcel security. (Świderski, 2018), (Borucka 2018). These features have made the services 

interesting not only for individual customers, but also for numerous service, commercial and manufacturing companies. E-

commerce services are gaining in popularity, which influences further development of the courier industry and increases 

competition for current players.  

 

In the literature, the CEP (courier, express and parcel) industry is conventionally called courier, express and parcel services, 

often referred to as courier services. A characteristic feature of these services is the high volume of low weight shipments, 

i.e. up to 31.5 kg on average, which allows for handling a parcel by one person.  

 

The definition of a courier service refers to its specific features which distinguish it from other postal items: first of all, there 

is short delivery time, even scheduling for a certain hour, usually with money back guarantee, in the door-to-door service 

where the parcel is picked up at a designated address and delivered directly to the addressee. There is the tracking-tracing 

option, and the role of a messenger-courier of sorts. Shipments are mainly transported by vehicles, especially in local, 

regional and national areas. International and especially intercontinental deliveries are handled by air. In such cases, air 

transport is particularly important in order to avoid long distance unscheduled deliveries. (Bertrandt, 2020). However, given 

that in Europe, as well as on other continents, we have an increasingly well-developed road network, we can see an increase 

in the share of car transport, also in international deliveries. 

Characteristics of logistics processes in a courier company 

The paper examines a selected courier company, offering short delivery times and high quality services. It is obvious that 

the quality of services is crucial for the success of the company and is measured by the level of customer satisfaction. (Valaei, 

2016).  In recent years, an increasing emphasis has been placed on the quality of logistics services and customer satisfaction. 

(Otsetowa, 2017). 

 

In the process of shipment delivery, both small packages – so called express parcels, and large packages (pallets) – so called 

general cargo parcels, are used. In addition, the company delivers customized and envelope shipments. 

 

The company has been on the market for many years. As of today, it has: 

 

 5,000 employees and couriers, 

 35 Terminals 

 2,300 courier routes, 

 over 600 lines between terminals, 

 47 Customer Service Points in Poland, 

 7 sorting plants including 3 general cargo sorting plants – GC and 4 express sorting plants – EX. 

 

Due to the nature of its business, the company must have terminals and sorting plants available throughout Poland. The 

company does not have its own means of transport. Delivery of parcels by couriers and their transport by trucks is provided 

by a fleet of vehicles managed by an external company. On average, the company uses about 600 trucks and 3,000 courier 

vehicles per day. 
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The company has its own in-house computer network. Tracking of parcels is supervised by a computer program that also 

supports the process of invoicing transits for carriers providing services to the company. In addition, the company uses a 

program to track vehicles via GPS. This allows it to track the current location of the vehicle and inform about possible delays 

and problems on the route. 

 

Each unit of this company has different logistics processes. In the express sorting hub – EX, the sorting of packages is 

automated with little use of people. In the GC sorting hub, the processes mostly involve manual labour and the use of forklift 

trucks. The terminals are equipped with a small number of sorters and people play a major role in the processes. 

Concept for optimizing logistics processes  

Optimization of the logistics process in the express sorting hub 
 

One of the most important investments carried out recently in the studied company was the implementation of a small parcel 

sorter in one of the express parcel sorting hubs. Due to the market changes in the area of courier services, consisting, among 

other things, in reducing the size of packages, this investment was to speed up the sorting process and optimize the operation 

of the sorting plant. 

 

Before the introduction of an additional small package sorter, the work at the sorting plant was largely based on manual 

sorting. With an average daily volume of 72,896 parcels, there were 6,777 envelope parcels that the warehouse employees 

had to sort manually in a separate sector. Due to the reduction in the size of packages, in the following year the daily volume 

in one sorting plant was over 100,000 parcels, 20,085 of which were envelope parcels. The increase in the number of small 

packages forced the company to employ more people. Due to the fact that sorting of packages takes place mainly at night, 

Table 1 presents the daily productivity of employees. 

 

Table 1: Hourly efficiency of manual sorting of envelope parcels by warehouse employees before process 

optimization. 

SCHEDULE 

Time period 
Number of 

persons in the 

zone 

Number of small 

packages sorted 

by the employer per 

hour 

Sum of sorted 

packages 

within a time interval 

1st WINDOW       

5:00 PM - 7:00 PM 2 405 1,620 

7:00 PM - 10:00 PM 3 450 4,050 

10:00 PM - 11:15 PM 8 450 4,140 

2nd WINDOW    

11:30 PM - 2:00 AM 3 440 3,300 

2:00 AM - 5:45 AM 5 450 6,975 

TOTAL  20,085 

 

The work performed can be divided in terms of intensity into light sitting, moderate, heavy and very heavy physical labour. 

(Kler, 2020). The main problem in the analysed sorting hub was the limited capacity of the manual process. Delays in the 

sorting process, which negatively affected the network, were also critical to the process throughout the terminal. The 

maximum capacity for manual sorting was as follows: in case of non-standard package – 5,850 pieces per day, small package 

– 20,100 pieces per day. According to the market forecasts, the required capacity in the following year should be: non-

standard package – 5,850 pieces per day (no changes), small package – 30,300 pieces per day (increase by 1,200 packages). 

With the capacity to sort 20,085 small packages per day, this number is far from sufficient. The increasing volume of non-

standard packages resulted in a lack of space for handling the material in roller containers. In order to prepare the company 

for the increase in volume, a decision was made to purchase a small package sorter to replace the manual sorting process. 

The company has projected that this investment will translate into the increase in the total daily capacity of the sorting hub 

to: non-standard packages – 6,610 pieces per day, small packages – 48,000 pieces per day. The sorter was to occupy less 

warehouse space than the manual sorting process. Thanks to this, sorting of non-standard packages was to be improved.  

 

Operational changes in the sorting hub have brought real benefits: 

 

 ensuring that the sorting process of the entire network runs smoothly without any negative impact of delays;  

 ensuring business continuity and processes quality level; 

 ensuring that couriers leave the Warsaw warehouse without delay; increasing the total daily sorting capacity. 
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The implementation of the small sorter project took 8 months. This time was spent on calculating various variants, preparing 

a cost estimate and perspectives for the future. The planned investment was to allow for a smooth sorting process for the 

next 10 years. An additional benefit consisted in significant savings in the area of courier employment. After the 

implementation of the small sorter, it turned out that the demand for couriers in the company dropped from 298 to 286. After 

the changes in the sorting hub, the company has benefited in three sectors of its business: increased productivity, reduced 

number of employees and errors. The results are presented in Table 2. 

 

Table 2: Parameter data values before and after process optimization 
 

Parameter 

Before 

starting-up 

the sorter 

After 

starting-up 

the sorter 

Number of sorted packages 20,100 48,000 

Number of errors 300 100 

Number of employees 20 12 

 

 

Process optimization in the general cargo sorting hub – GC 
 

On the basis of the analysis of the loading process functioning in the general cargo sorting hub, the company undertook to 

optimize part of the process, which is the floor stacking of line hauls – hereinafter referred to as FS. 

 

As standard, GC packages are placed on the floor of the trailer. However, in order to utilize the empty space, it is possible to 

stack the interior of the trailers. For this purpose, it is necessary to use special two-level trailers. When there is an empty 

space left after all parcels are stacked, it can be filled with the remaining goods or roller containers (other containers with 

goods). 

 

The GC stacking process allows to reduce the number of transports by about 50%, compared to the previous single-level 

ones. Assuming that about 500 trucks leave the sorting hub every day, this number can be cut by half, which will obviously 

have a positive impact on the company’s costs. 

 

 The average cost of transporting one pallet is PLN 300. 

 The maximum number of pallets on one level of the trailer is 33. 

 Maximum number of pallets that can be loaded on the top level of the trailer is 12. 

Taking into account the above values, the process of loading optimization of line hauls has allowed savings of PLN 3,600 

per transport. With a daily shipment of 500 trailers loaded with GC packages, with 100 of them double stacked, the profit on 

this operation is PLN 360,000. However, this is a theoretical example, as not every pallet shipment can be stacked. Moreover, 

it is sometimes the case that there are not enough consignments to be transported in the same direction. 

 

Optimization of the logistics process in the handling terminal 
 

A recent important undertaking of the company was the optimization of processes in the handling terminal. Due to the 

increase in the volume of packages, the company has faced an increasing number of operational problems in recent years. 

The facility achieved maximum efficiency. The Company had been experiencing issues concerning health and safety 

beforehand, which further worsened with the increasing number of packages to be sorted. Given the working area of the 

facility and the increasingly difficult working conditions, it was impossible to improve service and performance. Mental and 

physical resilience is equally important, as it determines the right attitude. This was difficult to achieve in previous conditions. 

(Borucka, 2020). Therefore, the company decided to launch a new facility. 

 

The warehouse space of the existing terminal was 400 m2. 18 parcel couriers and 5 pallet couriers were employed to handle 

shipments from this terminal. The technical condition of the building did not guarantee safety at work, therefore it had to be 

rebuilt to prepare for the forecasted volume increase by 55%. 

 

When planning the optimization of the sorting process through its extension, the company envisaged the following benefits: 

 

1. In the operational area – securing business continuity for the following years.  

2. In the employee area – elimination of life threatening conditions. 

3. In the environmental area – project’s CO2 emission reduction (by 63%).  

4. In the area of the company's surroundings – providing customers with a sense of security thanks to the higher standard 

of the building. 
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When planning the new variants, it was decided to use the option of sorting by means of roller containers. 

 

The warehouse area of the new facility is 980 m2. The terminal has 22 courier ramps and 7 pallet ramps. New 4 unloading 

ramps for trucks were built.  

 

As a result of optimization, a radical change from chaos and constant struggle with time to a logical, time- and space-saving 

process has taken place. The table below shows a summary of selected parameters before and after optimization (Table 3). 

 

Table 3: A summary of selected parameters before and after optimization. 
 

Parameter Old facility New facility 

Unloading capacity (packages per hour) 229 439 

Sorting of packages (pieces per hour) 667 1,593 

Number of employees 26 22 

Courier departure time 10:30 AM 9:30 AM 

 

This optimization, consisting in the launch of the new facility together with a partially automated sorting process, allowed 

the company to plan a cut in the number of employees. 1-man hour cost is estimated at PLN 20. Assuming that originally 

there were 26 employees, while it is enough to employ 22 people at the new facility, it can be calculated that the daily profit 

on this account is PLN 640. Given 250 working days, the company can save PLN 160,000 per year by reducing the number 

of employees. 

 

On the basis of the analysis, it was calculated that the departure of couriers 1 hour earlier than usual translates into savings 

of 4 couriers per day. The cost of one day’s courier work incurred by the company is on average PLN 400. It can be calculated 

that the annual savings from reducing the number of couriers will amount to approx. PLN 400,000.  

The optimization of processes in the examined terminal translated into the company’s savings of PLN 560,000. The final 

amount of savings, however, will be affected by the difference in maintenance costs between the old and new building, which 

amounts to PLN 160,000. 

 

Evaluation of the Results Obtained 
 

The implementation of the proposed process optimization measures has brought the examined company not only financial, 

but also process-related benefits, not to mention those associated with the company’s image. From the optimization of 

processes in the terminal and the sorting hub, the following conclusions were drawn: 

 

 When it comes to the sorting hub, the process optimization has improved: 

- labour productivity, by increasing the number of sorted packages. The estimated profit was generated by increasing the 

packages sorting capacity within the same time frame; 

- the number of errors has decreased as the sorter is more accurate and more precise than people. This allowed the company 

to significantly reduce the costs of customer complaints; 

- reduced workforce translated into lower staff costs, as a significant part of the manual labour was taken over by the 

automated parcel sorter.  

 When it comes to the sorting hub, the optimization of line hauls loading process (more pallets can be loaded now) has 

allowed the company to significantly reduce the costs of transporting palletized parcels. 

 When it comes to the terminal, despite the need for initial investment related to the launch of the new facility, the 

optimization translated into real profits: 

 

- reduced staff costs by automating processes in the new facility; 

- courier departures from the facility 1h earlier translated into a reduction in the number of employees by 4 people; 

- improved stability and safety at work in the new terminal and significantly reduced operational problems. 

These benefits indicate the potential for further savings. Although the analyses have been prepared in a relatively short period 

of time, they show large gains for the company, and what is more, they will allow for further optimization of the company’s 

processes. 

 

Summary 
 

Logistics and optimization of transport processes is an important field of research in theory and practice. (Borucka, 2018), 

(Timm, 2019), (Borucka, 2019). The process of transporting courier shipments involves a number of participants in logistics-

relevant cycles. Such a task requires numerous logistics operations, from planning and acquisition of goods, through 

organization, to their delivery. (Kler, 2019). Continuous optimization of these processes brings real benefits to the company, 
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increases its efficiency, reinforces the economic security of the company, which translates into improved market position in 

its industry. Optimization of logistics processes means making improvements that allow a company to make better use of its 

potential. Any logistics process must be flexible despite the schematic stages involved. (Borucka, Kler, 2020) 

 

The objective of the paper was to identify the selected logistics processes together with the possibility of their optimization. 

The following processes were identified: implementation of small packages sorter in the express sorting hub, optimization 

of line haul loading process in the general cargo sorting hub, launching of a new terminal facility including automated sorting 

of packages. The optimization of these processes was characterized and evaluated by applying the research methods assumed 

at the beginning. As a result of the conducted research, it was indicated to what extent the implemented processes have 

influenced the optimization of logistics processes in the company offering courier services.  

 

It seems that the possibilities of optimizing logistics processes presented in the paper can be a guide for companies that 

represent the courier services industry and are interested in taking their offer to a higher level. 
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Abstract 

 
The article focuses on identifying sources of threats affecting the level of security of petroleum product supply processes, 

taking into account the COVID-19 pandemic. Within the elements of the petroleum supply chain (PSC), the characteristics 

and stages of implementation of this process have been presented. The process approach allows for the application of critical 

thinking skills of all parties of the organization in order to use their intellectual potential in making specific decisions. 

Different levels of approach, which should be subject to critical thinking of each logistician, have been distinguished. On the 

basis of the collected data, a risk identification analysis has been carried out in relation to the petroleum product supply 

processes based on literature as well as on own observations and experiences. The author puts forward a thesis that in the 

coming years the theory and practice of managing the petroleum product supply chain will have to react even more 

dynamically and effectively to crisis situations and their negative effects. 

Keywords: threats, processes, supplies, petroleum products, logistics 

Introduction 
 

Bearing in mind the changes that have occurred in the security environment of the world and Poland in the current COVID-

19 pandemic, one can notice significant threats in the oil and fuel sector in the context of the broadly understood processes 

of oil extraction, production, distribution and storage of petroleum products. This raises implications aimed at ensuring 

security for the aforementioned flows throughout the supply chain for manufacturers and consumers operating in situations 

of threats, uncertainty and risks. 

 

Of significance is the fact that a year before the pandemic, the global oil sector, including the US and China, invested billions 

of dollars, leading to overcapacity with a simultaneous fall in demand for petroleum1. (IEA, 2020) The author argues that in 

the years to come the theory and practice of supply chain management will have to respond more dynamically than ever 

before to the increasing and overlapping global crises and their negative effects, and should be proactively supported by 

scenario analyses. The identification of global trends in the era of the COVID-19 pandemic, including above all the analysis 

of crisis-related threats, is extremely important both from the practical and academic point of view. In the first case, it will 

allow managers to propose strategies, methods and techniques for supply chain management that take into account the 

scenarios of global trends and crisis threats, while in the second case, it will allow them to formulate recommendations for 

supply chain management theory and practice in the area of management education. 

Identification of threats and security 

Threats mean direct or indirect destructive impact on an entity. This is the most classic factor of the security environment. A 

distinction is made between potential and real, subjective and objective, external and internal, military and non-military, 

crisis and war, as well as intentional and accidental (random) threats. (Kler, 2020), (Bertrandt, 2020). The level of threat 

increases as the enemy's hostility grows, their capabilities develop and their reaction time shortens. (Fish, 2004). Most 

dictionary definitions indicate that security means a state of certainty, peace, protection and a feeling of that state, lack of 

threats and protection from danger. (Lerner, 1964). One can intuitively say that threat is the opposite of security. In a literal 

sense, security means the lack of threats and a sense of safety. There is a long tradition of understanding security based on 

the opposite, which is danger or threat. The concept of threat, as already mentioned, is in many ways linked to the concept 

of security. Its dimension can also be both subjective and objective. It can disrupt the proper functioning of man and a larger 

social structure. Threats are constantly evolving with the development of civilization. Their frequent division into military 

and non-military is still valid, but due to the realities of the 21st century it is too general and thus too imprecise. Having the 

 
1 According to World Energy Investment 2020. The increase of refining capacity by 2.2 billion barrels per day last year 

(2019) contrasts clearly with a rather weak demand growth of 0.8 million barrels per day. 
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knowledge and ability to correctly identify active or predicted threats may imply taking preventive and neutralizing actions 

– protective and defensive. An additional difficulty is caused by problems in early detection of threats, their monitoring, 

determining the type, scale, possible consequences they may cause, etc. This makes the development of an effective model 

for counteracting the effects of threats a major challenge, also in the area of logistics, on which so much depends. (Kler, 

2020), (Wozniak, 2018).  

 

Security analyses consider the occurrence of two phenomena of negative value, which include challenges and threats. 

“Challenges” mean the emergence of new situations where there is an inalienable need for the company to formulate a 

response and to take appropriate actions to ensure a specific level of security. Threats include the actual actions of other 

(foreign) entities that are detrimental and dangerous to the vital interests and values of the entity. Therefore, security research 

should strive to clearly expose threats, which is often not reflected in numerous analyses, especially those related to the 

security of the implemented logistics processes. If we take into account a synthetic, and thus universal, understanding of 

security, we can say that, in subjective terms, security concerns: various organizations created by people, operating on the 

market (entrepreneurs). Ensuring security in the sphere of managing physical or information and decision-making flows is 

aimed at maintaining the continuity of the logistics processes implemented in the company. Effective implementation of 

these processes implies appropriate behavior of employees in order to reduce as much as possible the threats that may occur 

during their work, e.g. during the movement of loads by means of transport, between successive places of transshipment, 

during production or in the places of storage of stocks. Rationality in security management can be implemented when the 

level of security can be determined. Gradual increase in awareness as well as correct and safe management of logistics 

processes brings many benefits to the company. Even if logistic processes are in place, it is not uncommon for threatening 

situations that are difficult to predict to occur. The consequences of a situation of threat may be very different and may cause 

a disruption of processes in the company, which in turn may lead to a complete stoppage of production or service activities. 

Threats occurring during the implementation of logistics processes in companies can also lead to various situations dangerous 

to life and health of employees (breakdowns of machines, equipment or process lines). (Borucka, 2019). Threats associated 

with machine or equipment failure can also have much more serious consequences, such as production delays or downtime. 

(Borucka, 2019). The consequence of such threats may involve the loss of customers and may cause serious financial losses. 

The knowledge of the implemented logistic processes and their precise separation from all functions of the enterprise enables 

prompt response in case of a potential threat.  

 

Security of the petroleum product supply chain 

 
The International Energy Agency (IEA) defines energy security as "the uninterrupted availability of energy sources, at an 

affordable price, used in harmony with the environment". (UN Recommendations on the Transport of Dangerous Goods, 

2019). Energy security is crucial for the economic development of the country, and the security of petroleum and fuel supplies 

determines the functioning of various branches of transport. (Borucka, 2018). It includes many independent companies that 

are involved in the manufacture of products and their delivery to end customers in the supply chain. Members of this supply 

chain include all raw material and component manufacturers, wholesalers, retailers and transport companies. (La Londe, 

1997). The primary purpose of the chain is to supply specific petroleum products for which there is a specific demand. This 

is achieved through a network of entities involved, from manufacturers, through suppliers to end users. The Petroleum Supply 

Chain (PSC) may include the companies from the following industries (see Figure 1): 

 

• exploitation of crude oil, 

• processing (refineries), 

• transport (pipeline, sea, rail, road or inland waterway), 

• storage (petroleum and fuel storage facilities, port terminals) 

• sales (petrol stations). 

 

Various companies presented in Figure 1 are in fact a network of interconnected supply chains where different threats can 

occur. 

 

Threats that occur in the supply chains force decisions within the scope of application of security systems. Main tasks relate 

primarily to the rules and procedures covering the transport of petroleum products as dangerous goods taking into account 

the relevant UN conventions . (UN Recommendations on the Transport of Dangerous Goods, 2019). In this aspect, it is 

important to effectively coordinate the flow of petroleum products to the consumer and minimize threats to achieve the basic 

logistical objectives, i.e.: minimizing the costs of flows, maximizing profits and customer service. The sources of threats to 

supply processes have been generated on the basis of many research conducted by specialized foreign institutions and the 

community of scientists. 
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Fig.1 : Elements of the crude oil and petroleum products supply chain 

[Online], [Retrieved 25.02.2021r) https://www.researchgate.net/figure/Petroleum-supply-chain-WKP-

2015_fig2_320629231 

 

Generally, the sources of threats in the functioning of many supply chains consist in: 

 

• errors in process management,  

• poor preparation and lack of experience of the management staff, 

• disruptions in supply chains, 

• ineffective use of IT systems, 

• complexity of operating activities contributing to increased costs and reduced profits, 

• the problem of the lack of a single owner of the logistics process, which can lead to a conflict of interest, 

• malpractices and corrupt activities. 

 

Threats to the functioning of petroleum product supply chains can be divided into four groups. The first group includes 

natural disasters (floods, fires), catastrophes and failures of fuel infrastructure as well as other events caused by natural forces 

or human negligence. The second group includes terrorist actions in relation to pipeline installations for the transport of 

petroleum products and thefts. In the third group, there are mechanisms that aim at destroying or distorting information 

transmitted, processed or stored for the purpose of operation of the supply chain. The fourth group includes threats arising 

from the effects of the financial crisis, which actually affects everyone, even logistics processes and systems. Even an 

economy with an excellent development index does not guarantee protection against the crisis. There are still no anti-crisis 

instruments that are fully developed. The fifth group – not yet considered – is the global pandemic associated with COVID-

19, which is hitting the economy, including the petroleum sector, in a special way. These hazards can have a destructive 

effect on the entire supply chain, disrupting the flow of material and information.   

 

In the European Union, at the legal level, there is a concept of "security of supply" which means a strategy to reduce the risk 

of dependence on one external supplier. The method of implementation of this strategy includes diversification of the sources 

of petroleum and fuel supply as well as the independent, regulated third party access to logistics infrastructure related to 

petroleum and fuel transport. European Union (EU) Member States are required to collect and maintain minimum reserves 

of crude oil and petroleum products (for 90 days) to limit the risk of supply disruptions. (Council Directive 2009/119/EC, 

2009). Furthermore, Member States' stockholding obligations are compatible with and linked to the obligation to hold stocks 

of petroleum within the International Energy Agency.  

 

Identification of Delivery Processes 

 
The essence and goal of processes in the organization is to achieve specific results, verified in the course of internal and 

external supplier – recipient relations. It is the internal and external customers who decide what the value of a given product 

or service is. The creation of usable value must be the basic premise of the design of the process and its individual stages. 

Each identified process can be described with several characteristics: name, purpose, structure, input and output, supplier 

and recipient, attributes and measures of evaluation as well as the process owner. Table 1 below presents the characteristics 

of the process of supplying petroleum products to the network of petrol stations. The essence and goal of processes in the 

organization is to achieve specific results, verified in the course of internal and external supplier – recipient relations. Each 

process has its own goal and partial goals (tasks) as well as a structure including the generated activities to be implemented. 
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When defining goals, it is important to take into account customers' expectations regarding price, quantity, product quality 

or delivery dates. 

 

Table 1: Characteristics of the process of delivery of petroleum products to the network of petrol stations 

 

No. Item Activities/responsible entity 

1 Process name  Ordering petroleum products from suppliers (fuel base) 

2 Process nature  Management  

3 General objective  Securing timely completion of delivery processes in relation: fuel base 

– petrol station network  

4 Detailed objective  Delivery on time  

5 Process owner  Supply Department Manager  

6 Process structure/  

activities  

It includes: 

- determination of demand for petroleum products based on the forecast 

of demand from end customers,  

- determination of the purchase plan, taking into account the stock and 

the storage capacities available 

- selection of suppliers,  

- preparation and shipment of the order,  

- confirmation of the order received by the supplier.  

7 Input  The following must be taken into account: 

- human and material resources needed to implement the fuel sales plan,  

- financial resources,  

- information.  

8 Output  Order acceptance by the supplier  

9 Supplier  Supplier's sales department  

10 Recipient  Recipient’s supply department  

11 Attributes and 

parameters of the 

process  

Order processing time, customer and supplier satisfaction, price  

12 Process indicators and 

measures  

Analysis and assessment of the quality of delivery services, efficiency 

of fuel supply to the network of petrol stations, work of employees 

responsible for fuel purchases, quantitative and qualitative analysis of 

fuel sales to end customers. (Borucka, 2020), (Kozłowski, 2020).  

 

The supplier and recipient of the process can be either an internal or external client. This means a natural person or an 

institution (organizational unit) supplying the process at the input or receiving the results of the process. A process owner is 

usually a person in a managerial position who understands the logic of the whole, usually interdepartmental, process, plans 

the process and watches over its implementation, monitors the process and takes actions to increase its effectiveness. 

 

Depending on the type of business and the degree of complexity of the processes in a given company, each logistic process 

is characterized by the input and output of the process, as well as the relationship between both parameters. Process inputs 

are data identifying the initial state, the object of transformation, e.g. material resources and all other elements necessary for 

the functioning of the process (raw materials, materials, information, funds). Process outputs are all tangible and intangible 

elements that arise as a result of the process (products, information, cash), which determine the final state, the effect of 

transformation. Attributes and parameters of the process characterize: process duration, process quality assessed by the 

customer or price. 

 

The process approach is based on the ability to use the intellectual potential of all members of the organization (teamwork), 

supported by information technology and automation. At the turn of the 20th century, it became more and more important to 

use critical thinking skills to solve logistical problems. Clear thinking is not always easy. (Wozniak, 2010). If it were a simple 

task, logisticians would always make the right decisions. In fact, people are making mistakes, and advanced technology does 

not compensate for the bad choices they make. The ability to think critically is essential to make the best possible choices 

and to use resources and technology to achieve maximum benefit. There are seven levels of logistical thinking (knowledge 

and understanding, application and analysis, followed by higher levels of synthesis, reasoning and evaluation) that help to 

apply individual skills and knowledge to solving logistical problems. The individual levels form a link between theory and 

practice, enabling the logistician to move from basic information to comprehensive application and thus achieve successful 

logistics. Each organization (company, institution) is a set of processes. Their streamlining and constant improvement 

increase the effectiveness of the organization's functioning and the level of customer satisfaction. All logistic processes 
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operate under real conditions and according to specific logistic rules, which are preceded by the word “proper” and a question 

word, as indicated below. 

The question word "who" is used to define a person, e.g. a proper supplier, who is the subject of the question, or who is 

defined by a subordinate clause. The question word "what" is used to similarly define an object (e.g., a proper good), an 

animal, a state and abstract concepts. The question word "what type" is used to ask a question or to define a feature of an 

element (person, object, animal, concept, etc.) in a subordinate clause, e.g., proper quality. The question word "where" is 

used to determine the proper place. The question word "when" is used to determine the proper time. The question word 

"how" is used to define the method of performance. The question word “to whom” used in the third person singular refers to 

the person who is the subject of the question, e.g. a proper recipient. The question word "for how much" is used to determine 

the price of goods. The question word "how many" is used to determine the quantity (proper quantity). (Wozniak, 2018). 

Separating the important from the unimportant is essential to organize and consolidate the logistical data in order to develop 

the proposed delivery solutions. This ability results from professional experience, training, intelligence, talent, attitude and 

commitment. Suggested guidelines may apply to: 

 

• identification of the problem situation, 

• definition of the implementers, 

• development of a realistic work schedule, 

• assessment of the situation, 

• gathering of relevant information, contact point names and other resources, 

• making a list of relevant questions and look for the final answers, 

• coordinating and cooperating with others. 

 

Effective implementation of these processes implies appropriate behavior of employees in order to minimize the threats to 

workplace safety, e.g. during the movement of loads by means of transport, between successive places of transshipment and 

storage of stocks, during production or in the places of storage of stocks. Gradual increase in awareness as well as correct 

and safe management of logistics processes brings many benefits to the company. But in the course of the above logistic 

processes, it is not uncommon for threatening situations that are difficult to predict to occur. (Borucka, 2019). 

 

Oil sector in the era of pandemic  
 

The global economic crisis caused by the COVID-19 pandemic hit the oil sector particularly hard. The freezing of the 

economies of most of the countries around the world and the isolation of people in their homes has led to the collapse of the 

transport market, which is responsible for more than 60% of global crude oil consumption and, as a consequence, to a sharp 

drop in demand for the raw material. (Kardas, 2020). Also the fact that most warehouses with petroleum products are almost 

completely filled constitutes a problem. Low price of crude oil in times of crisis, on the other hand, poses a threat to the 

global energy transition, as it may discourage investment in green technologies and thus lead to a slowdown in the 

implementation of climate policy worldwide, including in the EU. The pandemic reduces demand for crude oil and its 

products. The COVID-19 pandemic spreading since the beginning of 2020 and the restrictions implemented in subsequent 

countries have resulted in a sudden decrease in population mobility and economic activity. In mid-April 2020, the vast 

majority of countries around the world took action against COVID-19, and 98 of them implemented lockdown. According 

to estimates by the International Energy Agency, in April, more than 4 billion people (half the world's population) remained 

locked in their homes. (IEA Oil Market Report, 2020). This was associated with a drastic drop in demand for petroleum. The 

greatest impact on the reduction of demand for petroleum was the slowdown in transport. Most airlines suspended (e.g. 

Emirates) or significantly reduced (e.g. Lufthansa - by 90%) their operations at the turn of March and April, which in 

consequence collapsed global demand for aviation fuel. The restrictions on the movement of people introduced in many 

countries have also resulted in a significant decrease in demand for petrol, mainly for passenger cars. At the end of March, 

due to the spread of the pandemic, car traffic in large cities decreased by 50-60%, which was followed by a drop in demand 

for petrol (by 40%), diesel (20%) and other petroleum products (15%). (IEA Oil Market Report, 2020). The drop in fuel 

consumption was a blow to the petroleum sector. Most refineries were forced to reduce or even stop their production. A large 

number of plants of this type shut down part of the installation, and months of reduced demand were used, among others, to 

carry out scheduled repairs of the installation and equipment. Problems with oversupply went hand in hand with decreasing 

possibilities of storing the raw material. According to the IEA, the capacity of global (onshore) crude oil storage facilities – 

strategic and commercial – is estimated at 6.7 billion barrels. (OPEC Monthly Oil Market Report, 2020). Although the 

gradual unfreezing of economies will certainly reduce crude oil oversupply, it is still uncertain when and to what extent this 

will happen, and it is difficult to predict how this change will affect the crude oil markets. In the near future, the collapse in 

crude oil prices will probably lead to reductions in investments and revisions of plans of oil sector companies. Due to the 

worsening market situation, manufacturers rented, despite high costs, rail tankers or sea tankers (lease prices of such vessels 

increased 2-5 times in March) in order to store there the raw material for the coming months and to survive the collapse of 

demand. According to estimates, over 160 million barrels of crude oil have been accumulated on tankers anchored in the 

vicinity of large terminals. In the USA, it is planned to use parts of empty pipelines for its storage, and additional floating 
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warehouses are being built. (Bridges, 2020). The pandemic has led to a reversal of trends in the global oil market – instead 

of benefiting from the expected growth, producers have to face a collapse in demand and prices. In addition, conflicted and 

surprised by the situation, they were not able to take quick adaptation measures, which caused a shock to the sector: sea 

transport costs increased, the availability of tankers fell, and the prices of the raw material were so low over a few days that 

they did not cover the costs of its production. As a result, the crash is now affecting the functioning of all market players and 

may lead to verification of the roles of individual shareholders and changes in the method of contracting raw materials. An 

additional challenge is the uncertainty about the development of the situation in the global economy. It translates into rapid 

obsolescence of forecasts, which in turn makes it difficult to develop optimal strategies and adapt to the changes taking place. 

 

Summary 
 

The aim of the article was to identify threats affecting the level of security of petroleum product supply processes, taking 

into account the effects of the COVID -19 pandemic. Within the elements of the petroleum supply chain (PSC), the 

characteristics and stages of this process have been presented, including the determination of the way of approaching them, 

in the form of questions that should be subject to an analysis of each logistician in order to use their intellectual potential to 

make specific decisions. On the basis of the data collected, the thesis put forward in relation to the current pandemic (crisis) 

situation has been proved, as evidenced by the negative impact on the condition of the oil sector.  
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Abstract  

This paper is a part of an ongoing series of papers, remaining a work in progress. The purpose of this segment of the larger 

body of work is to provide a literature review on the subject matter pertinent to the exploration of the topic of artificial 

intelligence (AI) and gamification for dynamic pricing in order to explore whether the concept of dynamic pricing will work 

in the retail marketplace. Within the context of this literature review, the researcher provide a definition and explanation of 

dynamic pricing, defines and explores the application of gamification within the context of dynamic pricing, and explores 

the application of AI in the definition of pricing. In addition, the researcher explore previous studies published within the 

extant body of literature, synthesizing this information to create a comprehensive picture of the topic. The paper concludes 

with the identification of the aspects of the paper that remain a work in progress and which will be presented in future 

submissions. 

Keywords: artificial intelligence, AI, gamification, dynamic pricing, retail. 

Introduction 

This paper is the first part of our study about dynamic prices in retail and the use of artificial intelligence and gamification 

for dynamic pricing. In this first step, we focused on the literature review which will be the basis of our research. We also 

believe that this literature review may be useful for other researchers. In the next step, we are planning to share our research 

methodology, our data and our detailed hypothesis to explain our roadmap. In the last step, we will share our findings, along 

with the discussion of those findings, recommendations for practice, recommendations for areas of future study and the 

conclusion. For this first paper, our objective is to provide a literature review on the subject.  

Literature Review 

Dynamic pricing refers to the process through which the company offering a product or service varies the price for that 

product or service in an effort to reflect market conditions; for example, the cost of the good or service will increase in times 

of high demand, decreasing in times where the demand is not as profuse (Chen & Farias, 2018). A great many industries 

have already incorporated the use of dynamic pricing in their provision of services. The price for electricity in many regions 

is dynamic, with the cost per kilowatt hour (kWh) varying depending on the contract held by the individual and the time of 

day at which electricity is consumed (Jia & Tong, 2016). The hospitality industry was another early adopter of the dynamic 

pricing model, resulting in pricing increases prior to and during holidays, with the cheapest rates commonly found on 

Tuesdays (Abrate, Fraquelli, & Viglia, 2012). The airline industry, and other travel industries, likewise engage in dynamic 

pricing, as does the entertainment industry (Abdella, Zaki, Shuaib, & Khan, 2019; Jorgensen & Zaccour, 2019; Wittman & 

Belobaba, 2018).  

However, in spite of the relatively widespread adoption of dynamic pricing for these service industries, only a select few 

retail industries have made the transition from static price changes to dynamic pricing. The gasoline industry adopts dynamic 

pricing, raising rates during the summer time, when travel is common, and before holidays and weekends (Apergis & Payne, 

2017). Brick and mortar retail stores do not, however, utilise dynamic pricing, leaving the use of dynamic pricing to the 

online retailers who only maintain an online presence, and even still, a great many of those online. Only retailers choose to 

maintain the static approach to pricing (Fisher, Gallino, & Li, 2017). Yet, in spite of this perceived reluctance to adopt 

dynamic pricing within the retail sector, there is evidence to suggest the potential benefit of its incorporation. 

Chenavaz, Carrier, Etienne, and Paraschiv (2011) noted that in order to determine whether the use of dynamic pricing will 

be effective, the organization or industry considering its use must be in a competitive, non-monopolistic environment, and 

the pricing model must be structured in a dynamic environment in order for it to produce optimal profits. In the case of the 

retail industry, this means that while dynamic pricing will not be effective at the wholesale level, at the retail level, there is 
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a potential for greater profits when an organisation employs dynamic pricing (Huang & Ip, 2019). The potential integration 

of dynamic pricing strategies within the retail environment is great, particularly in cases where the changes are nominal, 

cents on the dollar (De Toni, Milan, Saciloto, & Larentis, 2017). However, one of the biggest detractors for the application 

of dynamic pricing within the retail environment is the associated labour cost to brick and mortar stores, where prices would 

have to be changed both in the point of sale (POS) system in addition to being changed on all displays within the store 

environment, creating a situation that, for larger retail establishments, may not be cost effective (Basu & Adhikari, 2016; 

Gielens & Gijsbrechts, 2018). It is within this potential realm of difficulty that gamification may prove beneficial. 

Gamification refers to the application of elements of game playing to other areas of activity, such as marketing, pricing, and 

the enhancement of other non-game contexts (Huotari & Hamari, 2017). The method of gamification is less important than 

the presence of gamification (Rodrigues, Oliveira, & Rodrigues, 2019). Indeed, the method of gamification matters only 

within the context of the amount of interest and engagement maintained by consumers and the identification of how those 

gamification methods can be changed in order to increase overall interest and participation, and whether that interest and 

participation leads to the purchase of goods or services from the goods or services provider using gamification methods 

(Rodrigues, Oliveira, & Rodrigues, 2019).  

Koivisto and Hamari (2019) have noted an increased shift within today’s society toward making reality “increasingly game-

like” (p. 191). Researchers have noted that the use of gamification serves as a motivator, fulfilling the psychological need 

satisfaction of participants, causing individuals to continue to utilise programs and services that integrate gamification in an 

effort to continue to achieve feelings of satisfaction (Sailer, Hense, Mayr, & Mandl, 2017).   

Given the use of gamification in applications (apps) accessible via computer, smart phone and tablet, and the pre-existing 

integration of dynamic pricing strategies by online retailers such as Amazon, the argument can be made that the potential 

integration of gamification in dynamic pricing is not a large leap, as the technology necessary to integrate the two components 

already exists (Chen, Mislove, & Wilson, 2016; Kessels, Kraan, Karg, Maggiore, & Valkering et al., 2016). The researchers 

believe that the integration of an app could be used to allow customers to track changes in pricing, with the prices of different 

items moving based on the demand for those items. Within the context of the current study, the researchers plan on the 

integration of electronic price tags within a retail store environment; customers will be able to scan the tags of various items 

throughout the store using an app on their phone in order to determine the current price of the item and view changes in the 

price of the item over time. These prices could move from second to second, hour to hour or day to day. The consumer will 

then be able to make a purchase decision. Within this proposed approach to dynamic pricing, there would be no discounts, 

sales or clearances; all items would be priced based on market demands (Chen & Farias, 2018).   

While the customer in this hypothetical situation would believe that he or she is responsible for setting the prices of items 

based on the supply and demand for those items, the reality of dynamic pricing is far more complex. Current dynamic pricing 

algorithms are used as a means of setting the price of a good or service, taking into account programmed influencing factors 

in order to set the price of the good or service (Chen, Hu, & Hu, 2016; Chen, Mislove, & Wilson, 2016; Cohen, Lobel, & 

Leme, 2016). While these dynamic pricing algorithms are effective in setting prices that can change from day to day, week 

to week, or in conjunction with certain events, such as a particular holiday (Chen, Hu, & Hu, 2016; Chen, Mislove, & Wilson, 

2016; Cohen, Lobel, & Leme, 2016), as technologies advance, there comes the potential for additional applications of new 

technologies within the context of pre-existing environments; in this case, the potential to replace unchanging dynamic 

pricing algorithms with more complex technologies that can better reflect the state of the marketplace, such as the integration 

of artificial intelligence (AI) in pricing. 

Russell and Norvig (2016) define AI as both the theory and the active development of a computer system or systems that is 

able to perform tasks typically requiring human intelligence to complete; these tasks may include decision-making, speech 

recognition, visual perceptions, and translation. Within the context of pricing, the researchers envision the application of AI 

to the dynamic pricing model, allowing the AI to take into account consumer demand while also taking into account the total 

number of items currently remaining in stock within the retail environment, the amount to be delivered and the expected time 

frame in which the stock will be replenished, the amount of real time sales occurring at the store register and other similar 

considerations in order to set the ever changing price for the product, thereby working to drive up demands and store profits 

alike.  

While such an approach may seem somewhat farfetched or futuristic to some, AI has already been integrated into many 

industries, some of which, like the travel industry, already utilise dynamic pricing (Ukpabi, Karjaluoto, Olaleye, & Mogaji, 

2018). Furthermore, other researchers have already started investigating the ability to integrate load scheduling into AI 

temporal networks for the purposes of improving the ability to dynamically price goods and services (Kumar, Wang, Jumar, 

Rogers, & Knoblock, 2018). The idea behind this research is that if the AI network can be improved through load scheduling, 

the dynamic pricing identified by the AI can be expedited, allowing for more frequent pricing updates (Kumar et al., 2018). 

In dynamic pricing, the goal is to ensure that the unit price of the item is calculated in real time (Kumar et al., 2018).  
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Conclusion 

Through a review of the literature, the researchers have explored what dynamic pricing is, how it relates to the marketplace, 

the integration of gamification within the marketplace, and the potential applications of AI within the marketplace. This brief 

literature review serves as a foundation for the remainder of the research study, providing both a basis that the reader can use 

to understand the findings and serving as the means through which the findings of the current study will be situated within 

the context of the extant body of literature. At this time, the data collection process, data analysis process and write up of the 

study findings, along with the discussion of those findings, recommendations for practice, recommendations for areas of 

future study and the conclusion to the study remain a work in progress. Within the next segment of the study, the researchers 

will present the methodology that will be used in the completion of the current study, thereby increasing the overall reliability 

and validity of the study while at the same time detailing for the reader the steps that were used in the completion of the 

study.   
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Abstract 

This study focuses on how consumers view virtual and augmented realities as empowering present and future tenses.  We 

are exploring how new technologies can become the basis for a new computing platform and, ultimately, affect the 

emotional side of using such systems to increase sales in various marketing areas. 

The potential opportunities that virtual and augmented reality provide for future professions are increasingly recognized in 

the press.  The document also considers the impact of several aspects of the relationship between the buyer and the 

supplier, including all technological advantages such as active prints, a magic mirror that enhances reality, cognitive 

change, creating a powerful and exciting presentation of your product, and many other innovations in the field of medicine.  

Also in the article, it is pointed out some of the negative aspects of virtual and augmented reality associated with headache 

and eye pain.  The discussion gives marketers some incredible directions for future research and scientific work in general, 

provided by virtual reality. 

Keywords: Digital Marketing, Emotions, Virtual Reality, Augmented Reality. 

Introduction 

Digital marketing tendencies are changing every year – experts in this sphere are intensively working on adapting the new 

technologies into their work. Numerous experts believe that virtual and augmented reality technologies, alongside Big 

Data, cloud advances, artificial intelligence and some others, will become key technologies of the quadruple industrial 

revolution (Cox, 2017). Augmented and virtual reality technologies can form the basis for a new computing platform. 

Already today, projects based on them help not only to create reasonably new markets but in addition to change existing 

ones. Considering the properties of those devices, some experts say that companies could use the emotional side of using 

such systems, to increase sales. However, there are also some concerns about the ethical and medical sides of this problem 

which will be discussed in this article.  

Literature Review 

The Augmented Reality Systems in Marketing 

The augmented reality systems nowadays are used in creating some additional objects in the visual range of the human. 

Scholz and Smith underline the four major types of augmented reality paradigms in marketing. First of all, it is the active 

prints, which are used as social advertisements, for example, Volkswagen Juiced Up billboard. The second type is the 

Bogus Window, using some screens, for example, TV’s to create augmented reality for the user, and for example, “The 

Walking Dead” series used such tool in their advertisement company. The third type is the Geo-Layer – augmenting the 

surroundings of the user, and the fourth type is the magic mirror – augmenting the reality involving the user himself 

(2016). 

Referring to the mobile application marketing sphere, the main features of the AR which are most interesting for the 

costumers are connected with the information and instructiveness of those applications (Scholz, Duffy, 2018). A cross 

sectional survey was conducted to estimate the current generation augmented reality marketing services in Malaysia. 

According to it, after using AR content by mobile, the 93.3% of the respondents agreed that using AR in the mobile apps 

increase their value, and each of them somehow agreed that it will make the shopping experience much easier. 46.7% 

agreed and 46.7% strongly agreed that digitization of advertisement through mobile AR is going to be a good incentive and 

many participants commented “It will be attracted towards this technology due to its 3D user interface” (Irshad, Rohaya, 

2016).                                                     

However, the same studies in Malaysia had a chance to identify, that currently most of the companies are struggling with 

using AR as the marketing tool, as they do not have enough experience to use all of the technological benefits of it (Ng, 

Ramasamy, 2018). 
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The Virtual Reality Systems in The Marketing 

The usage of the virtual reality systems in marketing could be categorized into three types of consumer engagement 

outcomes. Firstly, it is the cognitive change, which is the result of the awareness after the usage of the VR devices. 

Secondly, it is the affective change, is displaying the strengths of the products or services and advertising the products. 

Thirdly, conative change is using VR systems to directly interact with the product or device itself (Barnes, 2016). 

However, comparing with the AR devices, VR systems are more connected with the traditional merchandising, and most of 

the marketing benefits could be used mainly in the physical stores of the companies (Bonetti, Warnaby, Quinn, 2017). 

There are many spheres where VR systems are currently in use, and tourism is one of the most developed marketing areas 

in this case. For example, many touristic companies use the VR devices to show the areas of the destination – costumers 

use the headsets and could see the 3D models of their housing, natural landscape, or other objects (Huang, Backman, 

Backman & Chang, 2015). Besides, virtual store settings are widely used in fashion, museums, or supermarkets. In the 

most cases, they use the same artefacts, sounds, and interior, to engage the costumers to visit the real stores, or make some 

shopping online (Loureiro, Guerreiro, Eloy, Langaro & Panchapakesan, 2019). VR devices could provide also the 

educational benefits, for instance, there are some B2B (business-to-business) companies, which are using the VR devices 

in staff training (Boyd, Koles, 2019). 

The Emotional Effect of The Virtual and Augmented Reality Systems 

The main feature of the majority of the new technologies in relationship with digital marketing is that they mainly aimed at 

creating a strong bond with the user, using visual or sound systems, as they appeal to be more effective in making an 

influence on person’s mind. Mostly, such devices work on creating the feeling of nostalgia in the costumer’s mind, so it 

will influence how the buyer will perceive the product (Hinsch, Felix, Rauschnabel, 2020). According to that, the most 

developed and innovative companies, such as Amazon or Estee Lauder, started to use these systems in their digital 

marketing strategies (Siuda, 2019). 

The main principle of using virtual reality and augmented reality in digital marketing is that companies could create a 

powerful and fascinating presentation of their product. Additionally, because these devices somehow eliminate so-called 

“perceived risk”, when the customer is afraid of negative consequences after buying the product or services (Alimamy, 

Deans, Gnoth, 2016). The most relevant example could be the implementation of technologies in the Mariott International 

hotels. During the booking process, costumers could use an app named “VPViewerApp”, and observe their upcoming 

events in 360 degrees, and it gives customers a unique experience to try the products or services before they buy them 

(Elliott, 2017).  

Medical and Ethical Problems of Virtual and Augmented Reality Systems 

There are some health problems connected with the virtual reality and augmented reality devices, and nowadays, medical 

experts could list plenty of them as the potential sources of illness if virtual reality and augmented reality gadgets are in use 

for a long time. 

First of all, as these technologies require the whole attention of the user, making him “blind” for surrounding objects, using 

such devices could be harmful in some places, where are a lot of fragile or dangerous things. Marientina Gotsis, an 

associate professor of the University of Southern California, is sure, it is not safe to use such devices alone, so it is 

mandatory to have so observers who will keep the reliable level of safety (LaMotte, 2017). Secondly, it is problems with 

the eyes. As most of the headsets and glasses often try to make more visual repression, overusing virtual reality and 

augmented reality devices could be very harmful to the eyes’ health. (LaMotte, 2017). 

Virtual reality and augmented reality system has some capacities to collect much more different information about each 

user, for example, face recognition or fingerprints data storage could be used by the hackers, so they could receive access 

to the other properties of the user (Brimsted, 2016). Additionally, those personal data could be used as the digital 

marketing tool, for example, by using some data, companies will have a clearer vision about the preferences and tastes of 

the users, so they could easily set the targeted advertisements. 

Discussion 

There are some strengths and weaknesses of the VR and AR systems connected with marketing and emotional appeal on 

the costumers. The main advantage is that currently there are a lot of examples of using AR objects in presenting the 

products and encouraging consumers to buy them. Besides, the user perception surveys show that society is ready for such 

experiments in their purchasing experience. Also, the ability to avoid the perceived risk could be decisive in buying many 

products or services. 

Nevertheless, there are still some problems with these systems. If AR objects could be used in distanced and online 

marketing, the most applications of the VR devices require some assistance and physical presence. Additionally, there are 

some health problems, related to having headaches or eye issues. Ethical problems are mostly connected with the safety of 

the personal data of the users, which is collected from such systems in high volume. 
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Conclusion 

Even if virtual reality and augmented reality systems are still making their first steps into digital marketing, there are 

already some interesting examples of creative implementation of such devices. As it was stated before, potentially, virtual 

reality and augmented reality devices could be the leading tools in digital marketing strategies. There are some medical and 

ethical problems related to these technologies, however, they could be solved or minimized in due course. It is also 

recommended for the companies, to initiate some partnerships with the individuals or companies in these spheres, as the 

step-by-step work could make some boom effect in the future.  

The analysis provides critical perspectives on the readiness of AR and VR for digital marketing. This brief literature 

review serves as a foundation for the remainder of the research study, providing both a basis that the reader can use to 

understand the findings and serving as the means through which the findings of the current study will be situated within the 

context of the extant body of literature. At this time, making two surveys (one survey will be conducted with the 

consumers and one survey will be conducted with the companies to study the perspectives of two sides) to create a data set 

to analyse the situation statistically, recommendations for practice, recommendations for areas of future study and the final 

conclusion to the study remain a work in progress.  
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Abstract 

The continued remuneration system as it exists in Germany, or rather the German-speaking countries, is an exemplary social 
safeguard for employees to protect them from financial problems in the event of illness. However, the actual costs that arise 
in connection with the continued remuneration in companies are not transparent and lead to a considerable burden for 
companies, especially in connection with the duration of the continued remuneration. In this article, the actual costs that arise 
due to incapacity to work in companies are presented, explained and attention is drawn to related risks. 

Keywords: continued remuneration, incapacity for work, lateral absenteeism costs (LAC), labor cost 

Introduction 
 
The Federal Institute for Occupational Safety and Health prepares an annual "Accident Prevention Report on Work" for the 
Federal Ministry of Labor in Germany. One component of the report are the costs of illness-related absences for the German 
economy. In order to calculate the production downtime costs, which were estimated at €85 billion in 2018, the certified sick 
days are determined and then extrapolated with the average wage costs. The loss of gross value added, or labor productivity 
was estimated at €145 billion. (BAuA, 2019, pp. 44-46)    
 
The costs mentioned are estimated values that only give the individual companies the feeling that the costs are high without 
providing actual transparency. More understandable and easier to classify in one's own company environment is the number 
of days of absence. According to the same report, these amounted to 17.4 days per employee in 2018, which in total led to 
708.3 million days of incapacity to work. With the figure of 17.4 days, every employer who must bear the costs for absences 
can now benchmark himself, i.e. classify whether the performance in his company is rather good or bad. 
 
The days provide greater transparency than the estimated values, but still do not include in detail what these absences actually 
mean in terms of costs for the individual company. In the following, the actual costs per day of absence are shown for 
companies in Germany, taking various criteria into account. What role does the location, the industry, but also the lateral 
absenteeism costs play in determining the actual costs of an absence day. 
 
Continued remuneration in the event of illness  

The continued remuneration or continued payment of wages in the event of illness has led to political and trade union 
discussions in Germany on several occasions in the past. Until 1970, double standards were applied to continued payment of 
wages in Germany, as they still are in other democratic industrialized countries. For decades, politicians and unions argued 
about equal rights for salaried and blue-collar workers in terms of sick pay. Sick leave in the past meant a lower income was 
available to a blue-collar worker, whereas a white-collar worker received 100% continuation of pay, but the sick worker's 
costs and obligations remained virtually the same. The introduction of the law created equality between salaried and blue-
collar workers, however, even at that time, some political parties were concerned about the burden that would fall on 
employers. (BGBl, 1969, pp. 946-955) 

Today, 100% of the remuneration for all employees is paid by the employer for six weeks. Following the six weeks, if the 
illness lasts longer, the costs are covered by the health insurance funds with which the respective employees are insured. 
Continued remuneration ensures that, in the event of illness, one does not have to worry about financial challenges and 
burdens but can concentrate on one's recovery and restoration of the ability to work. Continued payment of remuneration in 
the event of illness is one of the most important social benefits that employers are required to provide by law and is 
undoubtedly a core element of social security in Germany. It provides effective coverage for all employees in the event of 
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illness. This fact can certainly be seen as positive, but it also has a negative impact when a company producing in Germany 
looks beyond its national borders or competes internationally. (BMAS, 2015) 

Lateral Absenteeism Costs   

Lateral absenteeism costs are expenses that are not transparent and cannot always be quantified. They could also be described 
as invisible costs. Use of temporary workers, activities are performed more efficiently by experienced employees. Networks 
in the company from location to location or colleagues to colleagues or to the customer function more sluggishly or not at 
all. In the crafts sector, additional costs occur, for example, due to the separation of teams, additional expenses due to the 
use of several vehicles and slower completion of construction sites. In official BAuA/BMAS reports, the cost of a day's 
absence due to illness is taken into account by the production downtime costs, which relate to average employee pay, and 
the loss of labor productivity with reference to average gross value added. However, the actual burden on companies is much 
higher, as described below. (Whitaker, S., 2001, p. 420) (Stahlberg, R., 2020, pp. 36-38)  

Actual costs of a day of illness-related absence 
 
There are different approaches to calculating the cost of a day's absence. When talking about the "actual costs", we are talking 
from the perspective of a manufacturing company. In other words, what effort does a company have, or rather what challenge 
and what costs do companies in Germany actually have to deal with. 
 
If we look at the estimates of economic costs published by the federal government, we get a total of €323 per day of incapacity 
to work. The following table describes the composition of the costs. 
 

 
 

Fig. 1: Estimate of economic production loss costs and lost gross value added due to incapacity to work 2018 

(BAuA, 2020, p. 45)  

 
Summing up the costs of lost production of €119 and the loss of gross value added per day of incapacity to work of €204 
results in the above-mentioned €323 per day of incapacity to work. The costs mentioned are the consideration of the costs as 
an average over the total economy. In order to derive the costs for the company considered in the introduction, industry-
specific costs must be considered. If the industry is included, the costs amount to €410 per work incapacity day as described 
in the following table. 
 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

787



 
 

 
Fig. 2: Production downtime costs and loss of gross value added by economic sector 2018 

(BAuA, 2020, p. 46)  

 
For the company under consideration, the costs under code B - E, "Manufacturing industry excluding construction" apply 
with production loss costs of € 158 and the loss of gross value added per day of incapacity to work of € 252 and thus to the 
above-mentioned € 410 per day of incapacity to work. 
 
In the following comparison of the costs for a day of incapacity to work, all criteria that can occur on a working day are 
taken into account, which must be compensated for when an employee is absent. The summary is based on the above-
mentioned company, which is assigned to the automotive sector and thus belongs to the above-mentioned industry sector. 
Another important factor is the cost of labor. In business administration, labor costs are understood to be all expenses or 
costs incurred through the use of human labor in the company. (Weber, J., 2018) (BDA, 2021) Direct labor costs relate 
directly to an employee's income. These include wages and salaries, Christmas bonuses, vacation pay, continued 
remuneration in the event of illness, and supplements for travel between home and work. (BPB, 2016) Indirect labor costs 
are incidental wage costs, which are largely made up of employer contributions to social insurance, such as health, nursing 
care, unemployment, accident and pension insurance, vocational training costs and others. (Debitoor, 2019) Labor costs vary 
in different sectors of the economy within a country, as they may be influenced by a company's collective tariff obligations 
and other factors. 
 
Another factor, and for individual companies probably the most important one for the basic calculation, is the individual 
hourly rates of the employees. Here, too, various points flow into the calculation, which consequently lead to different hourly 
rates in companies. (Controllingportal, 2019) For the company under consideration, the hourly rates in 2020 amount to 
€42.28. The hourly rates are determined from the costs of an employee and the available working hours per employee. This 
hourly rate forms the basis for the continued pay column in the following table. In other companies, where there is no 
collective tariff agreement as in the company under consideration and where employees therefore work an average of 35 
hours per week, the costs may be lower, but they may also be higher. (Own experience of the Autor, 2020) 
 

 
Fig. 3: Cost of a day's absence - Various considerations 2020 (own table) 
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The first two columns of the table show the public costs mentioned above. These do not include continued remuneration, but 
also do not include directly named LAC (Lateral Absenteeism Costs). The production downtime costs include LAC without 
being specifically mentioned. If only the continued remuneration is considered, based on the above-mentioned hourly rate, 
the costs already amount to €296. In reality, one adds to this sum the costs for the production output not performed, or the 
use of temporary workers and further LAC due to briefings, training, personal protective equipment, efficiency losses, quality 
risks and many more.   
 
The range for the cost of a day of incapacity to work, for a single employee, can thus cost from €296, through pure continued 
remuneration, to €998 on the first day, when both the use of a temporary worker and all LAC are taken into account. LAC is 
reduced from the second day, bringing the cost for the second day and beyond to €667, but still significantly above the 
official estimates.   

 

Summary 

 
The system of continued remuneration is a very good protection for employees in Germany. However, in addition to the 
good protection for the individual, the system offers some disadvantages in an international comparison. In addition to the 
relatively high costs, the number of days of absence per employee is higher in German companies than in most other 
countries. All in all, this leads to considerable competitive disadvantages in the international context.   
 
The reports of the German Federal Institute for Occupational Safety and Health show the costs of incapacity to work, which 
are not applicable in individual companies. The number of days lost, which is a basis for the calculation, and the average 
employee pay vary within companies. In order to determine the exact costs within the companies, each company should 
carry out an individual consideration. 
 
Such a consideration makes sense from several points of view. Potential investments to avoid or reduce days of absence can 
be better calculated. However, it must be taken into account that this generates new costs in the company. Acquisition costs, 
training costs, depreciation and other expenses necessary for industrialization, but which are quickly amortized by reducing 
the number of days of absence. Resources can be better planned and maintained. Decisions on the expansion of productions, 
locations can be better calculated. For companies in international competition, the issue of continued remuneration must be 
viewed even more critically. When competing with other locations in Europe or globally, continued remuneration in the 
event of illness plays a decisive role in addition to the respective labor costs. Labor costs are considerably lower in most 
countries, at least east of Germany, and the legislation on continued remuneration in the event of illness is less employee-
friendly in most countries. This means lower personnel costs due to the basic wage and additionally lower indirect personnel 
costs due to the continued remuneration, which leads to more cost attractiveness. 
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Abstract 

The process of developing strategies and their transfer into practical and suitable measures should ultimately serve to achieve 

the company's goals and ensure that the company meets the requirements of the stakeholders based on its own visions. 

Strategies are influenced by a multitude of factors, changes of direction and shifts in priority are the consequence of an 

adjustment to an agile economic environment. Strategies should be understandable and comprehensible for everyone in the 

company, because they explain why managers and employees have to carry out certain measures and actions. 

Keywords: adaptable strategy, responsive management, strategic thinking, agile international companies. 

Introduction 

The environment in the economic context is shaped by the “VUCA term”, which actually comes from the military. VUCA 

stands for the english terms volatility, uncertainty, complexity and ambiguity. In terms of meaning and transfer, the terms 

stand for a volantile, insecure, complex and ambiguous work and business environment. The term VUCA aptly summarizes 

the neoteric situation and the constellation of the company's environment. Strategies should help to make this environment 

manageable. The prerequisite for this, however, is that they do not represent dogmatic plans or concepts, but basic structures 

of how one should act and negotiate in order to meet future challenges in competition. The conclusion of a definition approach 

could mean that the strategy is a detailed plan for behavior that serves to achieve a military, political or economic goal and 

in which an attempt is made to anticipate all or many factors in advance. The following scientific explanation describes the 

approach of the calculable attempt to integrate strategies into the operational framework.  

The Need For Strategies For The Management Of International Companies 

Strategic management is a relatively young scientific discipline. The origin of strategic management goes hand in hand with 

the appearance of three publications in the 1960s: “Strategy and Structure” by Alfred Chandler (1962), “Corporate Strategy” 

by Igor Ansoff (1965) and “Business Policy: Text and Cases” by Learned , Christensen, Andrews and Guth (1965). The 

authors state in principle that the development of the scientific examination of strategic management should be strived for in 

close relation to practice (Robertson, 1992). 

 

Also agreeing to this dating, Vijay Govindarajan, then the leading chief innovation consultant at General Electric in the USA, 

also dated globalization to the 1960s. The term globalization refers to the phenomenon that worldwide interdependencies in 

the fields of economy, politics, culture, environment and communication between individuals, societies, institutions and 

states have developed in an agile and forward-looking manner. By evaluating business documents, balance sheets and order 

books, Govindarajan connects globalization with the enormous expansion of US companies on international markets, where 

the reconstruction after the Second World War created great demand for consumer and capital goods of all kinds worldwide 

(Govindarajan & Ramamurti, 2011). 

 

The incipient globalization and expansion of large international companies, as well as the resulting international competition, 

is seen as a major trigger for the emergence and the necessity of strategic management (Fäßler, 2007). The general strategic 

thinking in this sector is from now on vital for the agile international companies. Coordination tasks, which were previously 

the responsibility of a few executives, increased in complexity with the international expansion of companies and required 

differentiation and detailed specialization of management tasks in their sub-areas (Porter, 1997). In addition, there was the 

need for external financing due to the higher capital requirement. The constitution of an employed professional management, 

which covers these newly added functional areas, thus turned out to be inevitable. The increasing dynamics and growing 

internal complexity also required large companies to establish the development of strategic management in corporate practice 

(Müller, 2005). Three causal factors have emerged from this, which ultimately form strategic management as a whole: 
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1. Strategies fix the business direction of a company and in particular determine the long-term business goals. In 

addition, the strategies are used to identify and define the resources relevant to competition so that the position on the market 

and thus in competition is defined, sharpened and aligned. 

2. Structures are essential for a systematic approach to the development and subsequent integration of well-

functioning organizations. The organizational structure maps the hierarchical structure of a company. Different levels with 

different authority to make decisions and give instructions represent the ideal flow of information. It encompasses both the 

aspects of vertical organizational design, which are referred to as organizational structure, and those of horizontal 

coordination, the so-called process organization. The implementation of the division of labor and specialization advantages 

is decisive for the architecture of the corporate structure. 

3. Systems map the company's infrastructure. The infrastructure includes the connection between administration and 

production. The existence of reliably functioning pipeline networks and conceptually suitable company buildings as well as 

their management represent the basic requirements. Another component of the systems is represented in the management 

tools. These serve the managers as a fund for their daily work, because the main task of a manager is to lead employees. This 

also implies the motivation of the employees in order to contribute to the growth and the achievement of the company's goals 

(Hungenberg, 2014). It is of particular importance that the strategic and operational levels in planning, acting and controlling 

are linked integratively with one another, that they are appropriately integrated into the organization and that controlling is 

also geared towards strategic and operational issues. This then results in strategic controlling (Meyer-Stamer, 2001). 

These Strategies Need To Be Implemented 

The renowned strategy researcher Henry Mintzberg, in his scientific work "The Strategy Concept I: Five Ps for Strategy" in 

1987, took the view that economics should allow for and use several definitions of the term strategy, since the strategy 

content and the strategy process are complex. Mintzberg declares five definitions that take into account the various 

approaches and situations and that can be transferred to management: 

 

1. He describes the strategy as a plan, taking one consciously in advance defined sequence of actions with which a 

situation is to be countered in order to achieve a specific goal. 

2. Mintzberg also cites the strategy as a ruse. Here are behaviormeant that aim to trick competitors into actions or 

omissions. For example, the announcement of a company to increase its own production capacities in order to fend off the 

market entry of a potential competitor. 

3. He also refers to the strategy as a pattern of action apparent difference between intended plan and actual result. 

On the one hand, not all plans or elements of an overall plan are always implemented. On the other hand, consistent 

procedures of companies that were not planned at the beginning can be recognized in the retro perspective. In this context, 

Mintzberg speaks of emergent, thus self-evolving or developed strategies. 

4. In the broader context, Mintzberg also refers to the strategy as a position in particular to establish the company's 

position in its environment. Competitors, customers or the social environment have to be included. 

5. Mintzberg provides the understanding of strategy as perspective in the strategy and their perception and 

interpretation of the world by the organization members in the foreground. It is immanent here how the shared reality 

constructions, which are shown in the plans and actions and which are anchored in the culture of the company, represent. 

The central question here is whether the company's environment is viewed as factually existing and stable or as actively 

variable and dynamic (Mintzberg, 1987).  

 

The strategic approaches outlined can be combined. By overlapping the strategic approaches in management, synergy effects 

are achieved. The strategy areas described by Mintzberg provide the professional strategic management of a global company 

with a portfolio of options for action that offer transparency and unity, but in particular proactive minimization of financial 

risks and future-oriented orientation (Welge, Al-Laham & Eulerich 2017). 

 

A corporate strategy that is aligned by the management represents an integration of the various internal and external factors 

in a coherent overall concept. This integration can never be final and must be constantly evaluated and adjusted, since the 

integration takes place under the fundamental premises of uncertainty and uncertainty occurs in the future (Mintzberg & 

Westley, 1992). This also makes the fundamental, permanent flexibility requirement for the strategy clear. As a result: 

Strategy is inconceivable without adaptive and agile change. In this respect, one can also speak of the development and 

change in a company's identity over time (Cummings & Wilson, 2003). 

Strategy development between emergence and implementation:  
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Figure 1: Strategy development processes. Compiled by the author on the basis of Mintzberg, 1987. 

Figure 1. shows that strategies are on a sliding continuum between purely planned and completely emergent strategies. The 

strategic management thus includes both the finding of strategic goals in the future and the analysis of the strategic current 

situation. As a consequence, the strategies are implemented in functional and operational action concepts as well as strategic 

editing (Levitt, 1993). As part of strategy analyzes, the company's strategic positioning in the market is determined and 

options for increasing competitiveness are formulated. The analyzes can relate to the internal as well as the external spectrum 

of the company. The internal analyzes can reveal the company's own strengths and weaknesses. The external analyzes 

illuminate the company's environment, the focus of which is in particular the analysis of customer needs as well as market 

and technology developments and the analysis of competitor behavior. Instruments and measures such as SWOT analysis, 

portfolio analysis, customer structure analysis and risk analysis serve as a standard in the strategy analysis and can be 

supplemented by further analyzes (Kotler, Berger & Bickhoff, 2010). This means that greater attention should also be paid 

to strategic controlling, a sub-area of controlling. This area provides important information and methods with which a 

company can monitor and control its business processes over the long term. In addition, the strategic controlling coordinates 

all processes in general controlling across departments and functions. This supports the decision-making in strategic 

management and later validates it. With the help of strategic controlling, a company records the possible success and synergy 

potential in the long term. As a result, strategic controlling has the task of identifying deviations from previously defined 

goals or incipient problems in good time. This must be done before these become noticeable in the operational figures or 

values (Prahalad & Ramaswamy, 2000). 

Conclusion 

The fundamental perspectives of strategic management are evident from the discussions with the corporate strategy and can 

be concretized and sorted along the most varied of corporate goals. The theoretical reflection and the interaction with practice 

should include the consideration of whether the generation of strategic planning should only take place at the top of the 

company or whether it is not also useful to consider initiatives that develop elsewhere in the hierarchy. In addition, the 

discourse should always be conducted as to whether strategic management only represents the aim of maximizing corporate 

profit or whether it is not more constructive to at least take social and ecological goals into account (Ahlstrand, Lampel & 

Mintzberg, 2001). In addition, it should be considered whether prescriptive norm strategies should be developed when 

dealing with strategic management or whether these should not also be integrated, even primarily, with the description and 

analysis of real strategic processes (Hamel & Prahalad, 1990). In summary it can be stated that the strategy and the strategic 

activities derived from it contribute to the company asserting itself in global competition with other companies and ensuring 

that it is successful in the long term. Strategies lead to an exposed value proposition of product and service with a particular 

competitive advantage. 
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Abstract 

 
This article presents the results of research on the impact of CSR on consumers’ shopping decisions from Poland and Ukraine 
against other decision-making criteria such as price, quality, other customers' opinions or guarantee terms. In the research, 
demographic variables such as age, gender, nationality and education have also been taken into account. Conclusions from 
the study indicate that the influence of CSR on purchasing decisions is rather small compared to other analysed factors. More 
important factors affecting consumer decisions than CSR are quality, price, opinions of other consumers as well as guarantee 
and warranty terms. The completed analysis has not demonstrated any significant differences in the evaluation of CSR 
depending on demographic variables, except for gender. It turned out that women rated CSR activities as a more important 
criterion in purchase decisions compared to men. 
 

Keywords: CSR, consumer, Poland, Ukraine, factors of purchase decisions. 

 
Introduction 
 
Sustainable development consists of actions in accordance with the needs of the present generations, without weakening 
future generations' potential to satisfy their needs [WCED, 1987]. CSR activities fosters the formulated sustainable 
development goal. CSR brings benefits not only to companies but also their stakeholders, including consumers. The 
awareness of consumers and their expectations from CSR activities are growing, both  in Poland and on a global scale. As 
revealed in the Cone Communications survey from 2017, 63% of the respondents hope that companies will become leaders 
in introducing social and environmental changes, 78% want companies to address important matters related to social justice, 
87% buy a product because the company supports a cause or charity that is important to them, and 76% will refuse to purchase 
products or services of a company, when they learn that it has supported an issue that is against their beliefs [Cone 
Communications, 2017]. 
 
The aim of the completed research was to check whether CSR affects shopping decisions of consumers from Central and 
Eastern Europe (from Poland and Ukraine), where this concept emerged in the 1990s, and the dynamic development of CSR 
in this part of Europe could be observed in the early 21st century along with the emergence of numerous foreign investments.  
The formulation of such a research problem results from few studies on CSR from a consumer perspective in this part of 
Europe [Spodarczyk, 2019; Hommerova et al., 2020; Cerkasov et al., 2017, Stavkova et al., 2008].  
 
In addition, a matter of interest to us was how CSR, as a decision-making factor, compares to other factors such as price, 
quality, and the network of guarantee and warranty terms as well as other consumers’ opinions, also taking into account 
demographic variables such as age, gender, education, employment, and nationality.  
 
The results of the research prove that CSR activities contribute to consumers' shopping decisions to some extent. They are 
considered as a decision-making factor, but consumers believe that other criteria, such as the following, are more important 
for them: quality, price, other customers' opinion or guarantee and warranty  terms. The respondents had the opportunity to 
propose additional decision-making factors not mentioned in the survey which are important in their opinion and assign 
importance to them, but did not indicate any additional criteria.  
 
The results obtained are consistent with the results of other research on CSR, in which price and quality are the most 
important factors in the consumer’s decision to purchase a product or service [Cerkasov et al. 2017, Beckman 2007]. 
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Analyzing the research results through the prism of demographic variables, no differences in the evaluation of CSR activities 
have been recorded, except for one factor – gender. Statistically significant differences appeared only from female 
respondents, who recognized CSR activities as more important in purchasing decisions than men. The research results 
regarding the importance of CSR against selected decision-making factors are like those presented in the literature. On the 
other hand, what has surprised us in a certain way is no significant impact of CSR on shopping decisions in the younger 
demographic. Our analysis has found no intergenerational differences in opinions about CSR. As far as other decision factors 
are concerned, the results showed differences by nationality. For Poles the most important criterion influencing their purchase 
decisions is the quality of the product, while for Ukrainians, it is the price.  
 
Related Works 

 
The concept of corporate social responsibility (CSR) is based on business relations with the environment and on companies' 
obligations towards society. The definition of CSR emerged as early as the 1950s, when H. Bowen formulated the idea that 
CSR is an entrepreneur's obligation to maintain business, make decisions and follow such actions in a way that will be 
beneficial from the point of view of social objectives and values [Bowen, 1953, p.6]. CSR definitions emphasize the role of 
enterprises that should assume responsibility, expressed by specific attitudes and behaviors related to the environment in 
which they operate [Godfrey, Hatch, 2007; Brown, Dacin, 1997].  
 
CSR is a difficult concept to define clearly because  it is without a doubt a complex issue. So far, it has not been possible to 
present one coherent definition of CSR, which is confirmed by a review of literature dedicated to it [Dahsrud, 2008]. In this 
article, the definition proposed by the European Commission was adopted as the leading one. The European Commission 
stated that "CSR is an enterprises' responsibility for their effect on society". Companies should have a mechanism in order 
to integrate social, environmental, and ethical matters and those related to human rights and consumers' problems with their 
operations and primary strategies, in close cooperation with the parties concerned [COM, 2011, p.3].  
 
The CSR concept relies on business relations with the environment, and the interest in enterprises' social responsibility is 
growing particularly among consumers [Martínez, Del Bosque, 2013; Pomering, Dolnicar, 2009]. They often make their 
shopping decisions contingent upon the companies behaving in a socially responsible manner [Mohr et al., 2001; Mohr, 
Webb 2005; Lee, Shin, 2010; Cone Communication, 2017]. They evaluate companies and products in terms of CSR [Sen, 
Bhattacharya 2001; Klein, Dawar 2004; Biehal, Sheinin 2007; Öberseder et al., 2013; Bolton, Mattila, 2015; Vanhamme et 
al., 2015; Chernev, Blair, 2015]. Additionally, consumers' moral attitudes play a significant role in the perception of CSR in 
the context of assessing products [Palihawadana et al., 2016; Baskentli et al., 2019]. The problem concerning consumers' 
awareness of CSR activities, which is generally low, has also been extensively examined and discussed in various business 
literature [Sen, et al., 2006]. However, as the literature demonstrates, improvement in the consumers' awareness level is of 
high importance, because it may have a positive effect on customer satisfaction and their consumer intentions [Kim, 2017]. 
Furthermore, research results on consumers' attitudes and awareness in the area of CSR prove that the consumer in Poland 
is becoming more and more demanding and recognition of CSR activities is increasing [IMAS, 2008]. According to the 
quoted research, companies should not only incorporate corporate responsibility into their business strategies, but also 
communicate it in an understandable manner to the consumer. More than 75% of Polish consumers want to combine trust in 
a company with its corporate responsibility [IMAS, 2008].  
 
Similar conclusions can be drawn from the research conducted in Poland every year entitled "CSR in practice - a barometer 
of the French-Polish Chamber of Commerce". The expectations of stakeholders (employees, suppliers, customers, local 
communities) regarding CSR activities are growing. The awareness among the organizations taking actions related to 
corporate social responsibility and the consumers themselves is expanding. Compared to the earlier editions of the quoted 
research, consumers say that, in the process of choosing a product or service, they take into account the company's activity 
in the field of CSR activities more often. Research in Poland has shown that more than 67% of surveyed consumers want 
companies to fight social injustice, be more active in solving social problems, and engage in the development of local 
communities.What is key from the point of view of the presented article, consumers know, through their shopping decisions, 
that they can actually affect potential changes worldwide. This is proven by over 38% of the consumers taking part in the 
survey [CSR Barometer, 2019]. Their growing interest in CSR activities has been stimulated by environmental problems, 
such as global warming, climate change, and plastic waste.  
 
On the other hand, there are also studies which confirm that only a small segment of consumers uses CSR as a purchase 
criterion [ Mohr et al., 2001] and the leading factors in their purchase decisions are price, quality, or brand [Bray et al., 2011, 
]. 
A review of the research results contributed to formulating the main research question. Do CSR activities influence 
purchasing decisions of Polish and Ukrainian consumers and what is this influence in comparison with other factors such as 
price, quality (brand), guarantee conditions or opinion of other customers?  
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The main research objective formulated in this way allowed us to formulate additional research questions: Does a  consumer’s 
nationality/age/gender/education/occupation influence their perception of CSR activities in their purchase decisions? 

Study sample and Methodology 
 
The presented results are part of a study on the impact of CSR on consumer purchase decisions.  
 
The study was quantitative and unique in nature. It was conducted from November 2019 to March 2020. The sample selection 
was purposive, supplemented by the snowball method. Questionnaires were distributed to students, in three  university 
faculties (358 completed questionnaires). This approach gave us a chance to discuss the questionnaire and control the correct 
completion of it. Further sampling was done using the snowball method. This means that the students surveyed gave further 
copies of the questionnaire to people they knew as well as to their family members (514 completed questionnaires). For 
obvious reasons, it can be assumed that the people included in the snowball method shared their views and consumer attitudes 
with the original respondents [Oberseder et al., 2011]. The choice of such a method was based on the desire to verify whether 
there are significant differences between generations in their evaluation of CSR and other factors considered in consumer 
decision-making. Previous research findings show that young people are more aware of CSR activities and are more likely 
to purchase products with social or environmental benefits [Cone Communications 2017; Nielsen 2018].  
 
A total of 872 persons participated in the survey, aged from 18 to 75 years, both from Poland and Ukraine but 36 surveys 
were rejected due to various types of errors made while completing them.  
 
The survey consisted of an introduction and two parts (A and B). The introduction to the survey explained the CSR 
phenomenon itself and CSR activities in the areas of environment, local community, anti-corruption and bribery, employees’ 
rights, and human rights. Part A contained questions about the socio-demographic profile of the respondents. The second 
part of the survey (B) consisted of questions about CSR broken down into issues such as environmental protection, 
cooperation with the local community, the fight against corruption and bribery, as well as issues related to employees and 
human rights. 
 
Table 1 presents the socio-demographic profile of the sample studied. The criteria of division between the respondents were 
characteristics, i.e.: nationality, gender, education, place of residence and age (divided into four generation groups according 
to the year of birth). 
 
The literature demonstrates that these variables can influence purchasing decisions and perceptions of CSR activities [Dietz 
et al., 2002; Quazi, 2003]. For example, Millennials (born between 1981 and 1996) are more likely to buy environmentally-
friendly products than  the Baby Boomer generation (53% compared to 34% respectively) [Nilsen, 2018].  

 
Table 1. Demographic profile of the respondents 

 

     

Demographic data 
Number of 
responses 

Percentage of 
responses  

Nationality Poland 473 56,58%  
  Ukrainian 360 43,06%  
  Other 3 0,36%  
Gender Woman  480 57,42%  
  Man 356 42,58%  
Education Vocational/Primary 32 3,83%  
  Secondary 133 15,91%  
  Higher 671 80,26%  
Residence up to 50,000 343 41,03%  
  50 000 - 250 000 128 15,31%  
  250 000 -500 000 53 6,34%  
  more than 500 000 312 37,32%  
Generation Baby boom (1945-1964) 95 11,36%  
  Generation X (1965-1980) 189 22,61%  
  Generation Y (1981-1994) 129 15,43%  
  Generation Z (1995-2000) 423 50,60%  
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Polish people accounted for 56.6% of respondents, while respondents from Ukraine accounted for 43%% of the analyzed 
group. Another factor to consider was that women dominate the sample (57.4%). More than half of the respondents (50.6%) 
were part of generation Z, with high school education (15,91%) and a university degree (80.2%% respectively), living in 
large cities (37.3%) and small towns up to 50.000 inhabitants (41%). 
 
The previous classification of CSR activities is remarkably diverse in the literature. According to stakeholders’ theory, the 
CSR classification distinguishes the following areas: customer, employee, investor, and the environment [Freeman, 1984]. 
The most popular classification of CSR activities, both in practice and scientific research, is the idea proposed by consulting 
company KLD [Du, et al., 2017, Servaes, Tamayo, 2013]. Such CSR areas such as the following are subject to evaluation: 
employee relations, human rights, diversity, social issues, corporate governance, environment, and problems with the 
product.  
 
On the other hand, the European Commission's classification indicates that CSR incorporates at least human rights, practices 
related to labor and employment, environmental issues as well as combating bribery and corruption [COM, 2011]. In the 
presented article, the classification of CSR activities has been based on the European Commission's indications. Actions for 
the following issues were recognized: environmental protection, local community, combating corruption and bribery, 
employees and human rights. These areas were briefly characterized in the survey.  
 
The choice of factors influencing purchase decisions was made based on the results of previous consumer research in Central 
and Eastern Europe. Thus [Liczmańska, 2015], the key determinants indicated by consumers were the quality (brand) of the 
product, price, warranty conditions and friends' opinions; quality, price and brand [Stavkova et al. 2008], quality, previous 
experience with the product, price [Cerkasov et al., 2020].  
 
As a result, the following have been distinguished in our research as decision-making factors: CSR, price, quality identified 
with the purchased product brand, guarantee terms and network of guarantee repair points, and other customers' opinions. 
The study participants assigned importance to selected criteria on the Likert scale from 1 (unimportant) to 5 (very important). 
In addition, the respondents could indicate other factors they consider in purchasing decisions and assign importance to them.  
The literature review and the formulated research objective allowed us to adopt the main research hypothesis H1 that CSR 
activities have an impact on consumer purchase decisions. For the research hypothesis so accepted, a null hypothesis and an 
alternative hypothesis were formulated. 
 
Null Hypothesis (H0): Price, quality, CSR activities, guarantee, opinion of other customers do not influence consumers' 
purchase decisions. Alternative Hypothesis (HA): Price, quality, CSR activities, guarantee, other customers' opinion have an 
influence on consumers' purchase decisions. 
 
The aim of the presented study is also to determine whether the impact of  CSR activity on shopping decisions depends on 
the consumer's socio-demographic characteristics, thus, the following detailed research hypotheses have been formulated: 
− 
H2: The consumer's gender has importance when taking into account CSR activities in consumers' purchasing decisions 
 
H3: The consumer's age (generation BB, X Y, Z) influences consideration for CSR activities in consumers' purchasing 
decisions 
 
H4: Education influences consideration for CSR activities in consumers' purchasing decisions 
 
H5: Nationality affects taking CSR activities into account in consumers' purchasing decisions 
 
The verification of the above hypotheses has been made with the use of IBM SPSS Statistics 25.0 software. In order to 
compare two groups (woman and men, Polish people and Ukrainians) in terms of the assessment of CSR activities in 
consumers' purchasing decisions, the authors used the U Mann-Whitney test. On the other hand, when there were more 
groups (four age groups, five groups regarding employment status, three groups regarding education) the H Kruskal-Wallis 
test was used. To compare the assessment of the activities, the analysis was made using the Friedman test. α = 0.05 was 
adopted as the significance level for the needs of the analyses.  
  

Results and Discussion  
 
To determine the differences in the assessments of CSR activities in consumers' purchasing decisions (hypotheses 1-5) a 
variance analysis consistent with Friedman measurement was created. As we can see from Table 2, the hypothesis assuming 
no effect of different factors (price, quality, CSR, guarantee terms, other customers' opinion) on consumers’ decisions should 
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be rejected due to adopted significance level α = 0.05 (χ2(4) = 1043.13; p < 0.001; W = 0.40). The size of the effect for the 
differences was moderate. 
 
In order to determine the nature of the differences between particular assessments, a post hoc analysis was made using Dunn's 
test with Bonferroni’s correction of the significance level. The analysis demonstrated that, in making purchasing decisions, 
CSR activities  had a smaller importance for making purchasing decisions than other factors, i.e. product price, product 
quality, network of guarantee repairs, or other customers' positive opinions. The highest assessment was attached to product 
quality, which, according to the respondents, was more important compared to the other factors. The product price was more 
important than the terms of guarantee and warranty  and other customers' positive opinion. On the other hand, other 
customers' positive opinions were more important than the network of guarantee repairs.  

 
Table 2: Comparison of assessments of CSR activities in consumers' purchasing decisions 

 

Activity Mean rank Me IQR χ2(4) P W 

Product price 3,60 5,00 1,00 

1043,13 < 0.001 0,40 

Product quality 4,04 5,00 0,00 

CSR 1,84 3,00 1,00 
Terms and network of guarantee 
repairs 

2,52 4,00 1,00 

Other customers' opinion 2,99 4,00 1,00 

 
Note. Me – median; IQR – interquartile range; χ2 – Friedman test statistic; p – test probability; W – size of effect 

 

CSR activities in purchasing decisions and sex  
  
For verification of the hypothesis on the importance of gender for CSR activities in consumers' purchasing decisions, the 
analysis was made using the U Mann-Whitney test. As it is evident  from Table 3, the analysis found statistically significant 
differences between women and men regarding the evaluation of CSR. Women as compared to men, assessed CSR activities 
as more important.  
  

Table 3: Comparison of women and men of CSR activities in consumers' purchasing decisions 
 

 

Activity 

Women (n = 480) Men (n = 356)    

Mean  

rank 
Me IQR 

Mean  

rank 
Me IQR Z P r 

Product price 330,96 5,00 1,00 325,05 5,00 1,00 -0,45 0,650 0,02 

Product quality 334,45 5,00 0,00 320,16 5,00 0,00 -1,33 0,184 0,05 

CSR 347,06 3,00 1,00 302,46 3,00 2,00 -3,10 0,002 0,12 

Terms and network of 
guarantee repairs 

331,25 4,00 1,00 324,64 4,00 1,00 -0,47 0,639 0,02 

Other customers' opinion 336,51 4,00 1,00 317,26 4,00 1,00 -1,39 0,166 0,05 

 
Note. Me – median; IQR – interquartile range; Z – Mann-Whitney test statistic; p – test probability; r – size of effect 

 

CSR activities in purchasing decisions and age (generation)  
 
For verification of the hypothesis regarding the differences in the evaluation of CSR activities in consumers' purchasing 
decisions due to age of the respondents, the analysis was made using the H Kruskal-Wallis test. The zero hypothesis assuming 
no intergenerational differences regarding the evaluation of CSR activities at the assumed level of significance α = 0.05 has 
been confirmed. This means that generations BB, X, Y and Z did not differ to a significant extent in terms of the assessments 
of CSR in their purchasing decisions. The intergenerational differences have turned out to be statistically significant only for 
the assessments of the network of guarantee and warranty terms, provided that the size of the effect for the differences was 
weak. The post hoc analysis using Dunn's test with the aforementioned Bonferroni correction of the significance level 
demonstrated that the respondents from generation X (Me = 4.00; IQR = 1.00; mean rank = 369.91 regarded guarantee and 
warranty policies as more important than consumers from generation Z (Me = 4.00; IQR = 1.00; mean rank = 309.63). The 
differences between the other generations turned out to be insignificant (p > 0.05). The results are presented in Table 4.  
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Table 4:  Comparison of generation in terms of CSR activities in consumers' purchasing decisions 
 

 

Activity 

BB (n = 95) X (n = 189) Y (n = 129) Z (n = 423)    

Mean  
rank 

Me IQR 
Mean  
rank 

Me IQR 
Mean  
rank 

Me IQR 
Mean  
rank 

Me IQR H p η2 

Product price 320,35 5,00 1,00 325,85 5,00 1,00 336,97 5,00 1,00 328,55 5,00 1,00 0,46 0,928 0,01 

Product quality 332,38 5,00 0,00 328,97 5,00 0,00 341,58 5,00 0,00 323,94 5,00 0,00 1,39 0,707 0,01 

CSR 300,20 3,00 2,00 338,61 3,00 1,00 314,52 3,00 2,00 333,75 3,00 1,00 2,86 0,415 0,01 

Terms and 
network of 
guarantee repairs 

320,13 4,00 1,00 369,91 4,00 1,00 346,15 4,00 1,00 309,63 4,00 1,00 12,32 0,006 0,03 

Other customers' 
opinion 

298,16 4,00 0,00 319,10 4,00 2,00 337,53 4,00 1,00 334,87 4,00 1,00 3,03 0,387 0,01 

Note. Me – median; IQR – interquartile range; H – Kruskal-Wallis test statistic; p – test probability; η2 – size of effect 

 

CSR activities in purchasing decisions and education  
 
For verification of the hypothesis assuming no differences in the evaluation of CSR activities in consumers' purchasing 
decisions depending on education, the analysis was made using the H Kruskal-Wallis test. It is clear looking at Table 5, the 
hypothesis has been confirmed, meaning that people with a vocational education, secondary education and a university 
degree did not differ in their assessment of CSR activities in terms of making purchasing decisions. Statistically significant 
differences between the groups occurred only for the assessments of product quality – H(2) = 6.05; p = 0.049; η2 = 0.02, 
provided that the size of the effect for the differences was weak. On the other hand, the detailed post hoc analysis using 
Dunn's test with Bonferroni correction of the significance level demonstrated no differences between the groups (p > 0.05).  
 

Table 5: Comparison of groups with regard to education in terms of CSR activities in  

consumers' purchasing decisions 

 

Activity 

V (n = 32) S (n = 133) U (n = 671)    

Mean  
rank 

Me IQR 
Mean  

rank 
Me IQR 

Mean  

rank 
Me IQR H p η2 

Product price 353,88 5,00 1,00 317,62 5,00 1,00 329,38 5,00 1,00 0,92 0,630 0,01 

Product quality 276,74 5,00 1,000 308,05 5,00 1,00 334,01 5,00 0,00 6,05 0,049 0,02 

CSR 300,76 3,00 2,00 338,80 3,00 1,00 327,81 3,00 1,00 0,79 0,672 0,01 

Terms and network 
of guarantee repairs 

296,98 4,00 1,00 356,08 4,00 2,00 324,99 4,00 1,00 3,09 0,213 0,01 

Other customers' 
opinion 

358,74 4,00 1,00 330,97 4,00 1,00 326,90 4,00 1,00 0,69 0,710 0,01 

Note. Me – median; IQR – interquartile range; H – Kruskal-Wallis test statistic; p – test probability; η2 – size of effect 

 

CSR activities in purchasing decisions and nationality  
 

In order to determine differences due to nationality in the evaluation of CSR activities in consumers' purchasing decisions, 
the analysis was made using the U Mann-Whitney test. Anybody who declared "other" nationality was excluded from the 
analysis (n = 3). The hypothesis that affirmed no differences between Polish people and Ukrainians in terms of the 
assessments of CSR activities in their purchasing decisions has been confirmed. Both nationality groups assessed the 
importance of CSR in their purchasing decisions in a similar way.  
 
The only significant difference between the nationalities, at the significance level of α = 0.05 could be observed for product 
price. The difference, however, only had a minor effect. For Ukrainians, product price was more important than for Polish 
people. The results of the analysis are presented in Table 6.  
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Table 6: Comparison of groups by nationality in terms of CSR activities in consumers' purchasing decisions 

 

Activity 

Polish people (n = 473) Ukrainians(n = 360)    

Mean rank Me IQR 
Mean 
rank 

Me IQR Z p r 

Product price 314,56 5,00 1,00 359,68 5,00 1,00 -3,16 0,002 0,12 
Product quality 329,09 5,00 0,00 321,51 5,00 0,00 -0,64 0,523 0,02 
CSR 326,54 3,00 1,00 328,20 3,00 1,00 -0,11 0,917 <0,01 
Terms and network of 
guarantee repairs 

332,60 4,00 1,00 312,29 4,00 1,00 -1,31 0,191 0,05 

Other customers' 
opinion 

332,89 4,00 1,00 311,53 4,00 1,00 -1,40 0,163 0,05 

Note. Me – median; IQR – interquartile range; Z – Mann-Whitney test statistic; p – test probability; r – size of effect 

 
 
The statistical analysis confirmed that, compared to the other decision-making factors specified in the survey, CSR is a factor 
affecting consumers' shopping decisions to a less significant extent since the respondents assessed CSR as an insignificant 
criterion and this result is consistent with previous results [Oberseder et all., 2011]. 
 
Numerous studies also indicate that price and quality are the dominant decision factors [Carrigan, Attala, 2001; Zimoń et al. 
2016; Liczmanska, 2015].  
 
This is also confirmed by our research results. Both quality, price, warranty repair conditions and network, and opinion of 
other customers have a greater influence on purchase decisions than CSR. At the same time, quality and price are the most 
important decision criteria of the surveyed consumers. Polish consumers considered quality as the most important criterion, 
but Ukrainian consumers indicated price. This difference in the respondents' survey may be due to a combination of many 
factors, such as the wealth of the society (significant differences GDP per capita 2019:  Poland $31,487 and Ukraine $3,659 
[OECD, WorldBank], age of respondents, etc.  
 
The results of the research on CSR in the context of demographic variables indicate that age, (generation group), nationality, 
education had little impact on the assessment of CSR activities.  
 
It is also clear that the generation groups involved in the study did not differ in terms of the assessment of CSR in their 
purchasing decisions in any noteworthy way. However, it is worth noting that guarantee terms and warranties were more 
important for generation X than for generation Z.  
 
In addition, education did not have a significant effect on the perception of CSR activities in purchasing decisions. 
Differences could only be observed in the evaluation of product quality, where this factor was more important for people 
with a university degree than for those with a lower level of education  or a vocational education.  
 
Both Polish people and Ukrainians assessed the significance of CSR to a similar extent. Statistically significant differences 
between Poles and Ukrainians could be noticed only in the perception of price as a decision-making criterion, as it was more 
important for Ukrainians. The only demographic variable contributing to a greater role of CSR in purchasing decisions was 
gender. The analysis has proved that women are more sensitive to CSR activities and evaluate these activities as more 
important in making purchasing decisions than men. 
 

Summary 

 
The presented results only refer to CSR on a general level as one of many factors considered by consumers when making 
decisions to purchase a particular product or service.  
 
The research contributes additional knowledge about the perception of CSR by consumers in this part of Europe and expands 
the measurements resulting from previous research. The results of the completed survey indicate that CSR affects consumers' 
shopping decisions to a moderate degree. Other decision-making factors such as quality, price, terms of guarantee and 
network of guarantee services as well as other customers' opinions were more important for the surveyed respondents.  
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The results of the study also prove that it is not easy to assign the influence of CSR on purchasing decisions on the basis of 
nationality, age, occupation. The only statistically significant difference in socio-demographic characteristics was related to 
gender. This research reveals that women are more sensitive to CSR activities than men. 
 
On the basis of the presented results, it can be assumed that there is a real need to increase social awareness of CSR activities 
in Poland and Ukraine. The presented findings can be used by marketing managers who shape the ways of communicating 
CSR activities with stakeholders, including consumers. Consumers' awareness of CSR is gradually increasing, as confirmed 
by the literature cited earlier in the article. The high level of awareness should result in a positive response towards CSR 
activities. Consumers with a lot of information on CSR will be more likely to take this factor into account in their purchasing 
decisions [Kim, 2017; Pomering & Dolnicar 2009].  
 
With regard to the generalization of our results, they are the starting point for further research on CSR or, more precisely, on 
CSR activities for the following points: environmental protection, local community, combating corruption and bribery, 
employees and human rights.  
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Abstract 

 
In the article the authors address the current problem of using information technologies in the organization of differentiated 

training. Computer science The authors propose a developed methodological system for the organization of differentiated 

training, which is organized with using a remote portal. Independent and research work has a large role in the implementation 

of remote work. It is planned to use a remote portal, which also hosts basic theoretical material, as well as in-depth tasks for 

the solution, which are of a research nature. The article provides a description of the remote portal and examples of tasks of 

three levels. 

 

Keywords: differentiation, student, C++ 

 
Introduction 
 

Currently, the differentiation of education finds implementation in the teaching methods of almost all subjects of the school 

course. This is due to the fact that the positive effect of differentiated training, which consists in providing each student with 

the opportunity to realize his/her capabilities, contributes to the effective advancement along educational trajectories, the 

development of independence and creative abilities. 

 

Computer science is also manifested in this movement, since its specificity lies in the direct realization of the didactic 

potential of information technologies, the breadth of inter-subject relations, and the pronounced subject and design 

component. 

 

Information technology currently has a positive impact on all social institutions, including the modern educational process. 

Under the influence of information technology, the content of subjects is changing, teaching methods are being improved, 

and the conditions for organizing and controlling the educational process are changing. 

 

All of the above determines the relevance of the selected topic of study. 

 

Background of the study 
 

According to numerous studies, issues, related to the organization of differential learning, the opening of specialized classes, 

have long been relevant in methodological science, consequently, there are tasks related to the goals, content, forms and 

methods of teaching mathematics at school, identifying the place and role of each school subject. 
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The implementation of differentiated education is not a new phenomenon for Russian school. Its source is seen in furcation 

- the division of curricula in order to specialize students, which is compatible with the preservation of the general educational 

character of the school. Already in the last century the manifestation of furcation was the division of educational institutions 

into classical gymnasiums and real schools. 

 

New movement in our country began only in the late 50s. Then a new term appeared - "differentiation of learning." 

 

At first, differentiation was manifested in the opening of specialized schools and classes with in-depth study of a number of 

subjects. Later, starting from the 1967/68 school year, another form of differentiated training began to be implemented -  

holding of optional classes in various subjects. 

 

As for the modern stage of differentiation, it is characterized by the emergence of new types of schools: lycées, gymnasium, 

schools aimed at a certain university, schools with in-depth study of individual subjects, private schools. The period of 

comprehensive study of differentiated learning has begun. Two types of differentiation came into use: basic and specialized  

 

Differentiation positively affects all components of the methodical education system and is manifested in two main types 

presented in Figure 1: 

 

 
Fig. 1: Types of differentiation 

 

Analysis of the curricula of leading universities in the Russian Federation shows that one of the main programming languages 

 is the C++ language. Analysis of the results of the leading ratings TIOBE Index, Wappalyzer, IEEE Spectrum also shows 

the relevance of this language. 

 

C/C + + languages have a number of undeniable advantages: 

 

Languages have a complete set of commands for implementing structural programming, and many language operations 

correspond to machine codes. Other programming styles, such as PLO, may also be implemented. But it is also possible to 

work at a low level with memory and addresses. 
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• The languages work with pointers to variables and functions, while the pointer to the object corresponds to the 

machine address of this object. 

• Languages support the concepts of physical (const) and logical (mutable) constants. 

• Using templates makes it possible to create generalized containers and algorithms for different types of data, as 

well as specialize and calculate at the compilation stage. 

 

At the same time, the creation of effective programs requires a high qualification of a programmer. 

 

Thus, for our study, we chose C++. 

 

Select Toolkit 
 

One of the advantages of using information technologies in the educational process is the ability to implement 

individualization and differentiation of training. 

 

This possibility is realized due to the possibility of using tools and technologies that implement the choice of different level 

tasks, the possibility of independently moving along individual educational trajectories, the possibility of returning to 

insufficiently studied topics, etc. 

 

While organizing the use of information technologies in the process of differentiation and individualization of the educational 

process, one should take into account the individual psychophysiological characteristics of the student, as well as his 

individual personal properties: temperament and will qualities, features of thinking, features of perception, memory, 

attention, motivation, self-assessment, claim levels. 

 

The use of information technologies in computer science lessons in the organization of differentiation of training ensures the 

adaptive work of a student with a computer, control and correction by the teacher of the process in the lesson, acceleration 

for the successful student to master the educational material, increasing the motivational component of the educational work, 

interactive dialogue between the student and the teacher, the optimal combination of group and individual forms of work, as 

in the lesson and on their own, supporting the psychologically comfortable work of a student and teacher. 

 

Methodological work 
 

In our study we will develop a system for the organization of differential training, which will implement the methodology 

associated with working on a remote portal. 

 

In the implementation of the remote portal, an important role is given to independent and research work. It is planned to use 

a remote portal, which will also host basic theoretical material, as well as in-depth tasks for the solution, which are of a 

research nature. 

 

Tasks will be divided into three levels: 

 

Level 1 tasks have a clear solution algorithm and instruction or instructions for execution. 

Level 2 tasks are clearly formulated, but do not have instructions for implementation, may be partially design-based. 

Level 3 tasks are research tasks. They can be performed by a group of students for a long time. 

 

To develop our methodological solutions, it is necessary to develop a remote portal, which this methodology will be 

implemented on. 

 

In study we will develop a differentiated C++ programming course in Visual Studio 2019. 

 

For the C++ programming course, these components receive the following specific content. 

 

The remote differentiated methodology involves the development of WindowsForms projects, the creation of research 

projects. In our opinion, the work on the creation of the project WindowsForms stimulates the motivational component of 

education, helps students to master modern trends in programming. 

 

Consider the implementation of this technique using the topic "Arrays." 

 

The following components are presented on the developed portal: 

 

• Basic theoretical material; 
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• Level 1 assignment; 

• Level 2 assignment; 

• Level 3 setting. 

 

The following figure shows the topic "Conditional if operator" (Figure 2). 

 

Fig.2: View of remote portal 

Some examples of three-level jobs. 

 

Set Level 1. Working with component RadioButton, Button, textBox. On the form, place the two RadioButton components, 

textBox, and button whose properties are set in the table. 

 

If the first radio button is selected and the user has entered an even number, the Correct! dialog box appears. If you specify 

an odd number and select the second radio button, the Correct dialog box also appears. 

 

The table shows the properties of the components. The main form of the project is presented in Figure 3. 

 

 
Fig. 3: Main form of the project 

 

The show button handler is shown below: 

 

private: System::Void button1_Click(System::Object^ sender, System::EventArgs^ e) { 

  if (v1->Checked && (Convert::ToInt32(res->Text)%2==0)) MessageBox::Show("Верно!"); 
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  if (v1->Checked && (Convert::ToInt32(res->Text) % 2 != 0)) MessageBox::Show("Неверно!"); 

  if (v2->Checked && (Convert::ToInt32(res->Text) % 2 != 0)) MessageBox::Show("Верно!"); 

  if (v2->Checked && (Convert::ToInt32(res->Text) % 2 == 0)) MessageBox::Show("Неверно!");

 } 

Set Level 2. Create an application to calculate the function value.  

� = �  5� + 2, � ≤ 0,sin (�),0 <  � ≤ 2,��, � > 2.  

A possible form is shown below (Figure 4). 

 
Fig. 4. View of the main form of the project 

 

Set level 3. Create an application for an integer you enter that determines whether it is a deuce. 

 

Students, who completed the task, can receive advice from the teacher through the portal using the chat or ask a question in 

person. 

 

While changing of tasks differentiated assessment is also assumed. If students pass tasks for the first or second level, then 

they can send tasks directly using the portal, or pass their teachers directly in person. But tasks of the third level involve a 

form of project defence, when students present the project, the stages of its development, work algorithms, and the results of 

the application. In the current epidemiological situation, remote defence of the project is also possible. 

 

Results 
 

This technique was tested on the subject "Programming" of students of technical specialties of Penza State University during 

the academic year 2020/21. After the work, improvements in the indicators of training and mastery of competencies in this 

discipline, an increase in motivation for training and professional development were noted. 

 

Conclusion 
 

We analyzed methodological and pedagogical literature on the theme of differentiation of education, reviewed the history of 

the introduction of information technologies into education and noted the main directions of using information technologies 

in the educational process. 

 

A comparative analysis of the information tools allowing the development of a remote portal for the course "Programming 

in C++" was carried out. As a result, the Moodle RES was selected. 

 

The methodological solutions of organization of the course "Programming in C++ language" based on the use of the remote 

portal were described. 
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Abstract 

Russian authorities of different levels have continually highlighted the role and economic significance of small businesses 

in ensuring the competitiveness of the agro-industrial complex and the village revival. The purpose of the study is to create 

a farm development model, focusing on the social-economic potential of a rural area. The authors have analysed the trends 

in agricultural production of the farming sector and identified the issues in labour force development in rural areas. Foreign 

countries give preference to small businesses, focusing on family farms, which are very efficient due to their strong 

motivation and high productivity. Farming accounts for about 90% of the agriculture sector of the USA, Germany and 

Finland. In 2019, in the total volume of crop production in the world, US farmers produced 463.7 million tons, Chinese 

farmers – 210.4 million tons, Russian farmers – 53.7 million tons, and German farmers – 42.2 million tons, despite the 

facts that the contribution of agricultural products to GDP of those countries accounts for a mere 0.6-4.6%, and the share of 

rural population to total number of population in the above-mentioned countries is 18-41%. As a result, we have 

determined the need to develop the village socio-economic structure in the close relationship and interaction of society, 

business and the state, and introduced a functional model of the socio-economic development of rural areas through 

peasant farming. The model is based on the achievement of objectives of rural development through the productivity of 

small agribusinesses, which impacts on the socio-economic potential of rural areas. The article proposes the measures to 

attract young professionals to agribusiness and implement a resettlement policy. Successful achievement of the objectives 

will allow preserving the labour potential of rural areas and improving the current state of the agricultural sector through 

state support for the farming sector, which in turn contributes to an increase in self-employment of local residents, an 

increase in labour productivity and income growth of rural populations. 

 

Keywords: Rural Areas, Socio-Economic Potential, Farming Development, Agribusiness, Agricultural Sector.  

Introduction  

The agricultural sector is one of the industries with a constant growth of economic indicators. The agro-industrial complex 

of the Russian Federation is at a stage of active development. The food sanctions imposed on Russia has created favorable 

conditions for successful development of agribusiness in the country.  

 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

809



Domestic agricultural producers not only continue to increase production volumes in the existing priority development 

directions, but also open up new horizons for replacing imported products. In addition, the economic crisis increases the 

attractiveness and competitiveness of Russian products in foreign markets; it allows discovering new business 

opportunities. Since 2017, Russia’s agro-industrial complex has increased the share of products exported to the world 

market and expanded the list of exported goods. In addition to traditionally exported products, domestic agricultural 

producers have started to supply sugar and poultry meat to other countries. As a result, today the agro-industrial complex is 

an important source of foreign currency in the state budget. 

In 2019, Russia harvested 121.2 million tons of grain, which is 7% higher than the level of 2018; however, it is 9% less 

than the level of 2017. In 2019, the total cattle population on all farms of agricultural producers amounted to 18.12 million 

head, which is 0.9% less than in the previous year and 1.7% less than in 2017. Despite this, the volume of milk increased 

by 2.4% compared to 2018 and by 3.9% above the level of 2017. 

 

As expected, the food embargo of 2014 was extended, and the agricultural industry set a new strategic goal: double exports 

and aim to reach USD 45 billion by 2024. At the same time, Russia’s imports of agricultural products, raw materials and 

food showed a decreasing trend. 

 

In accordance with the tasks set, we note that increasing production volume in the agricultural sector is closely related to 

conditions and characteristics of rural areas. Modern rural development and rural social infrastructure development 

promoting youth employment and retaining highly qualified personnel are possible only with the development of 

agricultural production, especially small agribusiness. Thus, the purpose of the research is to create a model of the 

development of collective farms, affecting the efficiency of socio-economic management in rural areas and potential of 

rural communities. 

 

Research Material and Methods 

 
 The Russian government continually has been emphasizing the growing contribution of small business to the country’s 

food security. In a market economy, small businesses have shown to be stable and dynamically developing agricultural 

enterprises. The potential of agricultural productivity, employment and self-employment rates in rural areas depend on a 

stage of small business development and as entrepreneurship in many ways personifies market forces, one might expect 

them to be the central figures in economics (Shultz, 1971). 

 

Foreign countries give preference to small businesses, focusing on family farms. Family farms are assigned the role of 

‘ensuring food security in conditions of physical and economic accessibility’ (Altukhov et al, 2014). Due to their strong 

motivation and high productivity family farms are very efficient. 

 

Table 1: Comparative analysis of farming sector in Russia and developed countries 

(based on Economicdata and GlavAgronom) 

 

Country The gross 

value of 

agricultur

al 

production

, (B, USD) 

 

Contribution 

of agricultural 

products to 

GDP, % 

The share of 

farms in total 

number of 

agricultural 

enterprises, 

% 

The 

number 

of 

farms, 

K 

Average 

agricultur

al land 

area per 

farm, ha 

Average number of livestock 

per farm, head 

Cattle 

fattening 

Dairy 

cows 

Swine 

Russia 61 4,6 12 175 210 32 16 10 

the USA 197 1,1 90 2300 166 115 133 811 

Germany 20 0,6 92 305 51 80 55 1000 

Finland 1,5 2,5 98 62 39 55 30 1205 

 

In Russia, farms account for about 12% of the total number of all agricultural enterprises; 175,000 peasant farms and other 

types of small agribusinesses with an average land size of 210 ha per farm. Despite this, in 2019, the share of small 

businesses in Russia’s agricultural production was 42.3%. An increase in production volumes by more than double has 

been observed over the past 15 years, indicating a positive trend in development of the farming sector in Russia (Table 2). 

Within these dynamics, the role of household plots is declining. 
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Table 2: Structure of agricultural sector in Russia, % (based on Rosstat data) 

 

 1992 2000 2005 2010 2014 2015 2016 2017 2018 2019 

Increas

e 

(decrea

se), % 

compar

e to 

2005  
Agricultura

l 

enterprises  

67,1 45,2 44,6 44,8 51,7 54 55,1 55,2 56,5 57,7 129,4 

Household 

plots 
31,8 51,6 49,3 48 38,1 34,5 32,5 32,4 31 28,6 58,0 

Peasant 

farms and 

other types 

of small 

businesses  

1,1 3,2 6,1 7,2 10,2 11,5 12,4 12,4 12,5 13,7 224,6 

 

Today, it is becoming more difficult for small businesses to compete with large agribusiness enterprises, which led to a 

decrease in the number of peasant farms. From the total number of small businesses, the number of farms decreased by 

54% according to the agricultural censuses of 2006 and 2016. This situation had negative impacts on employment in rural 

areas of Russia. 

 

Theory 
 

The rural areas of Russia have huge potential and their importance in the development of the country cannot be 

underestimated. The level of food security and economic development of the country significantly depend on the socio-

economic development of rural areas. Rural areas perform various functions including: 

 

1. Labour source function – providing sectors of the economy with labor resources. The scientific works of Russian and 

several foreign scholars such as Huffman and Orazem (2007), Djomo and Sikod (2018), Wegren (2017), note that labor 

resources determine the further growth of agricultural labor efficiency and, consequently, agricultural productivity. 

2. Sociodemographic function – reproduction of rural population, increasing the demographic potential of the country. 

3. Economic function – job creation, ensuring competitive manufacturing environment and rural economic 

diversification. 

4. Spatial communication function –provision of a spatial basis for manufacturing locations and maintenance of utilities 

supply lines, i.e. roads, electric transmission lines, communication lines, water pipelines, oil and gas pipelines. According 

to Keller (2002), in rural areas the factor of territorial remoteness play an important role, it preprograms the need to solve 

four major problems: transport accessibility, communication, service provision for rural population, as well as educational 

and professional training opportunities. 

5. Manufacturing function –meeting public demands and manufacturing requirements in food and raw materials, 

products of forestry and hunting industry.  

 

Despite this, a high migration rate from rural to urban areas is observed annually (Table 3). The demographic forecast 

raises concerns: by 2030, the rural population will decrease by almost 5 million (from 37.00 million to 32.3 million), and 

the share of the working-age population will be twice less than the present number (Ushachev, 2017). 

 

Table 3: Population of Russia, 2000-2020 (based on Rosstat data) 

Years 

Total population, 

number of people 

(millions) 

Including 
In total number of 

population, (%) 

Urban 

population 

Rural 

population 

Urban 

population 

Rural 

population 
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Russia 

2000 146,3 107,1 39,2 73 27 

2005 143,2 104,8 38,4 73 27 

2010 142,9 105,3 37,6 74 26 

2015 146,3 108,3 38,0 74 26 

2016 146,5 108,6 37,9 74 26 

2017 146,8 109,0 37,8 74 26 

2018 146,9 109,3 37,6 74 26 

2019 146,8 109,5 37,3 75 25 

2020 146,7 109,5 37,2 75 25 

The USA 2020 329,3 271,1 58,2 82 18 

Germany 2020 81,4 62,7 18,7 77 23 

Finland 2020 5,5 4,4 1,1 80,5 19,5 

China 2020 1 400,1 826,1 574,0 59 41 

 

Rural areas have become centers with a high concentration of unemployment and rural poverty. 25% of the Russian 

population lives in rural areas, rural unemployment accounts for 36% of the total unemployment, and rural poverty is 39% 

of the overall poverty rate in Russia. Such negative figures drive migration from rural to urban areas. As shown in Table 3, 

in other countries (the USA, Germany, Finland and China), the share of rural population to total number of population 

ranges from 18% to 41%. There is no proportional relationship between the share of rural population and contribution of 

agriculture to GDP, the value and volume of agricultural products. According to monitoring in 2019, in Russia, 30% of 

rural residents tend to move from villages to cities, most of them are young adults (Ushachev, 2017).  

 

Over the past several years, the authorities had implemented a policy of abolishing certain social institutions and as a 

result, many children’s educational institutions of different levels and healthcare facilities were closed down. Therefore, 

villages face a risk of extinction; in some villages the numbers of households are at a bare minimum. The situation is 

getting worse with the rise of large agribusiness enterprises in rural areas, which lease farmland in municipal areas for 

production purposes. These enterprises are not interested in developing rural communities, they introduce advanced 

technologies that displace jobs; social infrastructure of village community is not important for them (Pykhtin et al., 2017). 

This reduces self-employment opportunities for the rural population, which could be engaged in farming, in spite of 

agribusiness enterprises. However, due to the features of agricultural production, opportunity costs and technological 

progress, farmers’ income is not comparable with finances of large agribusiness enterprises (Boháčková, 2013). 

 

Research Results 
 

We suggest studying the village socio-economic structure not only within the development of production, economic and 

organizational resources, but also in the close relationship and interaction of society, business and the state. 

 

In May 2018, the General Assembly of the World Farmers’ Organization was held in Moscow. The leading experts and 

representatives of farmers’ organizations from 55 countries participated in the event. During discussions, the experts came 

to the conclusion that the most important priority of agricultural policy should be support of small businesses, i.e. farming 

sector (Medvedeva, 2018). The participants highlighted a special role of family farms in land conservation and rural land 

settlement, rise of self-employment in rural areas, creation jobs for rural population, maintenance of environment, organic 

food provision, and sustainable land use. 

 

Based on the above, the main task of the authorities is to build and maintain a socially oriented agriculture based economy, 

improve and expand measures of state support for peasant farms, ensure their stability and income growth. The state 

support of the agricultural sector in various forms is carried out in areas and industries in accordance with selected 

development priorities of the agro-industrial complex at the federal and regional levels (Dudareva, 2020). This happens 

despite tensions in economic and political interactions between Russia and some western countries, i.e. ‘sanctions’ and 

‘anti-sanctions’, which led to trade decline and inflation, strengthening state security measures and military capability as a 

response to political instability (Berndt, 2015). 

 

Figure 1 demonstrates a functional model of the socio-economic development of rural areas. The model is based on the 

objectives of rural development as strategic guidelines. 

 

Increasing the effectiveness of the socio-economic development of rural areas and improving living standards and quality 

of life of rural populations require legal, financial, economic and organizational measures that determine the efficiency of 

authorities of local and state levels. 
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Thus, strategic management has particular relevance in organizing rural areas and creating an effective model of rural 

development focusing on farming. The effectiveness of the model of rural development can be realized through a number 

of priorities for rural life and self-employment (Medvedeva, 2018). 

 

The functional model of the socio-economic development of rural areas involves the implementation of specific state 

activities for the development of peasant farms in the agro-industrial complex of the village. 

 

 
Fig. 1: Functional model of the socio-economic development of rural areas through peasant farming 

 

The successful achievement of objectives will allow preserving the labor potential of rural areas, improving the current 

state of the agricultural sector, focusing on the development of peasant farms and the number of farms. In turn, it will lead 

to the rise in self-employment among rural residents, the creation of additional jobs and, thereby, the increase in labor 

productivity in the agro-industrial complex. 

 

The state should ensure the coordination of the activities of residents engaged in agriculture and guarantee a certain level 

of financial support: preferential loans for starting and developing small agribusiness in rural areas, investment subsidies 

and grants, as well as insurance plans to cover agricultural production uncertainty. In this regard, the state needs to create 

conditions for banks to work competitively with small businesses in the agricultural sector. Experience in agriculture 

contributes to raise the professional skills of farmers, increases labor productivity and farmer’s income; therefore regional 

authorities should introduce farmer training programs. 

 

For comparison, the Chinese government opened the Rural Development Institute aimed to promote the socio-economic 

development of rural areas, and assist in the implementation of the Rural Revitalization Strategy (Djomo and Sikod, 2018). 

 

We propose the following measures to attract young professionals to agribusiness and provide an alternative to move from 

urban to rural areas and implement a resettlement policy: 

 

–provision of social benefits to young professionals in agriculture for building, purchasing and arranging property 

within the framework of the state development program in rural areas; 

–a one-time job start payment for young professionals; 

–grant funding for graduates of agricultural technical schools and universities; 

–rural land allotment for a period of 5 years with the right to subsequent purchase; 

–provide subsidies and grants for building or renovating a house, utility connection, arrange functional backyard 

or farmstead; 

–introduce competitive grants for agriculture startups. 

 

In implementing a resettlement policy to rural areas it is necessary to observe uniformity and complexity of the principles 

of rural infrastructure development, focusing on starting family farms. In this regard, we can talk about modeling spatial 

settlement in rural areas, stimulating the business development and even a model of their effective interaction that 

stabilizes profitability (Bondarenko, 2017). 
 

Conclusion 
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It is important to note that ‘breaking’ the previously existing demotivational stereotypes of rural life, structural changes and 

the population in rural areas will be changing. These changes will reflect the incentives for rural communities and 

employment there offered by the state. It is an opportunity for a healthy lifestyle, personal self-fulfillment at work, decent 

wages, social contribution to the development of rural infrastructure, and a stabilization of the demographic situation. 

 

The achievement of intended objectives of the socio-economic development of agro-industrial complex in rural areas 

through the effective activities of the farming sector will improve the social welfare of rural residents, increase labour 

productivity and agricultural production, involve local population in self-employment that will reduce the unemployment 

rate, create conditions for the development of industry and manufacturing services. 
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Abstract 

 
Waqf can be the platform needed to uplift the Muslim Ummah. The immense potential of Waqf Institutions reflects not only in 

its ability to contribute to the economic and social life of individuals but also support governments in their numerous state-

responsibilities. Notwithstanding, the Waqf institution's problematic issues, specifically on the governance framework, remain 

long unaddressed. Hence, the revitalization of Waqf institutions is becoming a priority for many Muslim communities around 

the globe. With the increasing demand for rejuvenating Waqf institutions, greater emphasis on establishing a useful governance 

framework needs to be highlighted. The majority of the researchers unanimously agree that acceptable governance practices can 

be crucial in revising Waqf institutions. A dynamic and good shariah governance practice is essential to ensure proper 

accountability is practiced across all stakeholders, including waqifs and beneficiaries. Shariah governance framework (SGF) for 

Islamic Financial Institutions (IFIs) confirms that Islamic financial institutions' business activities follow Shariah guidelines. 

They are thereby achieving the ultimate aim of the Shariah governance framework. By emulating this model, Waqf institutions 

can reach the success inherent in the purpose of Waqf as a charitable endowment. Based on the library research method, a 

qualitative study was carried out via in-depth research of published literature. The Waqf concept, development of Waqf 

institutions in Malaysia, focusing on administration and management, and Shariah governance framework in Malaysia's Islamic 

financial institutions were some of the main topics researched for this paper.  

 

Keywords: Waqf, Shari'ah governance, Islamic financial institutions, and Malaysia 

 

Introduction 

 
Waqf is an endowment regulated by Islamic principles. In Waqf, a property is donated, and the revenue generated is used to 

uplift the society socially, spiritually, and economically. The income is distributed to the mosques, schools, orphans, widows, 

handicapped, and the poor. When donating specifies the beneficiaries of the donated property to be used for a purpose that is 

Shariah-compliant. The list of the beneficiaries is not exhaustive, and as long as the donor determines it, it is considered valid.  

 

 Hence, Waqf is a donation that a person makes to benefit others to receive a reward from Allah that is continuous throughout 

the existence of the endowment (Hassan and Salman, 2018). Once a person declares his property as Waqf, the property's 

ownership is transferred to Allah the Almighty. However, the benefit of the endowment is given to the beneficiaries with the 

donator’s intention. The most important features of a traditional Waqf are irrevocability, perpetuity, and inalienability (Abbasi, 

2012). When an owner gives away his property for charity as Waqf, he is no longer in the position to make any claims over the 

property since the ownership is fully transferred to Allah the Almighty and belongs to Him alone. A trustee is an individual or 

an organization responsible for managing the Waqf property and generating income from it, distributed to the beneficiaries as 

determined by the donator.  
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This concept of managing Waqf properties to generate income is essential for poverty alleviation and society's development as 

the income can be distributed and further accumulated as assets (Mohiddin & Nooraini, 2015). For this reason, Waqf in itself can 

be regarded as an essential institution that aims to generate economic activity while ensuring the benefits reach specific segments 

of the society. Good governance and administration are crucial to ensuring that Waqf's services are fully realized (Htay and 

Salman, 2015). 

 

Ihsan and Ayedh (2015) and Cajee (2008) highlight that good governance will majorly shape Waqf institutions' development in 

the future. The concept of good governance has been applied to financial and economic institutions. However, in cash, Waqf, a 

good rule is still relatively new.  Stakeholders of the Waqf organization are looking into using the concept of good governance 

to Waqf with models more consistent with the nature and features of the Waqf organization (Elasrag, 2017). Governance is an 

essential component of good management. It has the necessary rights and manages the endowment, assets, and properties with 

complete transparency, disclosure, accountability, and limited liability. Waqf's administration adhering to legitimate provisions 

and all applicable rules and regulations and the Islamic code of conduct is all a part of good governance. Good governance will 

also provide Waqf with protection from risks resulting from management incompetence. In this manner, people's trust and 

confidence in the endowment will start to increase, thereby creating a positive image in the entire society.  

 

Ramli, Salleh, & Muhamed (2015) further underscore the need for good governance while reviving Waqf institutions to improve 

transparency and accountability. The Waqf's main objective is to provide continuous contributions to generate a perpetual income 

for the beneficiaries. With good governance in place, responsibility will be discharged to all parties of Waqf institutions like the 

waqif (donator) and the beneficiaries. 

 

The Islamic Financial Institutions have a well-developed governance framework that provides an operating system that is 

Shariah-compliant at all times. Waqf Institutions, similarly, need to create an administrative structure that is also Shariah-

compliant and well managed, efficient, and responsive using the latest management methods and technology. There is also a 

need for a paradigm shift in society's perception of traditional Waqf practices that will develop Waqf to be the primary economic 

growth source.  

 

Shariah governance framework for Islamic financial institutions can be made the base on which the model for Waqf institution 

can be designed. A shariah governance framework ensures that all business activities under Islamic financial institutions are 

Shariah-compliant and free from riba, gharar, maysir, and similar elements prohibited in Islam (Hassan, Musa & Yusoff, 2017).  

 

How to overcome Waqf Issues in Majlis Agama Islam Malaysia 

 
The Waqf practice is known to Muslims worldwide; however, to gauge their depth of knowledge on Waqf is somewhat tricky. 

Waqf is an institution that benefits Muslims and provides for the needy, low, and orphans. Hence, Waqf is an obligation known 

to Muslims as a classical endowment where a donor endows an asset as Waqf, making an irrevocable transfer of the asset's 

ownership and determining its beneficiaries the funds generated from Waqf.   

 

The revenue made from the Waqf asset is then spent in perpetuity to fulfill the public need according to the specifications and 

conditions stipulated by the donor. Once the donor registers the asset as a Waqf under Islamic law with the Waqf institution, the 

asset can no longer be inherited, sold, or gifted. This process leads to specific issues, mainly in governance, which demands the 

institution be regulated and closely monitored to keep it free from any discrepancies or misconduct. Notwithstanding the matter's 

importance, very little has been written on corporate governance in Waqf (Nadwi, 2015). 

 

In Malaysia, Waqf governance is much more complicated. State Religious Councils (SIRCs) or known as Majlis Agama Islam 

of every state, is in charge of the Waqf property administration, management, and development of Waqf. Each state in Malaysia 

has its SIRCs, which considers Waqf's governance and acts as the sole trustee of all the Waqf properties in every state as observed 

in all state Enactments (Ramli et al., 2015).  

 

The mutawallis are the authorities in charge of the Waqf. Every year the Mutawallis would receive money from farm produce 

and investments related to the original endowment. The mutawallis would then invest the funds received. Eventually, by 2013, 

the investment income came to 50 million Saudi riyals (RM52.24 million).  

His Royal Highness Sultan Nazrin (2018) stated that most of Malaysia's Waqf properties are attached to religious institutions 

like mosques, Islamic schools, and graveyards. A critical issue with Waqf properties and lands is that they are underdeveloped. 

Malaysia has about thirteen and a half thousand hectares of land as Waqf, and statistics show that only two percent of it has been 

redeveloped. One of the main reasons for this is the location of these lands, as a significant portion of them is rural and scattered 

over large areas making it challenging to develop.  
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Apart from the location of the Waqf properties, another concern is the registration of these properties. Since some of these 

properties were bequeathed many years ago, the titles for these Waqf properties cannot always be traced. Moreover, unless these 

titles are identified, it will be nearly impossible for the councils to do anything with the lands. The most challenging issue and 

an obstacle in the development of Waqf institution are poor management resulting from a lack of proper regulation and 

supervision. The administration, management, and Waqf institution legislation have several issues, as outlined by Kamaruddin 

(1992). He also examined the significant problems and hurdles faced in developing Waqf, specifically in Penang. State Islamic 

Religious Councils (SIRCs) of all states also face improper management and administration. It is this critical issue that impedes 

Waqf institutions from making optimum income from Waqf lands and properties. 

 

Thus, it is paramount to strengthen the Waqf governance system by designing a formal governance framework specifically for 

Waqf institutions. Effective governance can only be established if the Waqf governing bodies are experienced and have the 

required expertise to manage all Waqf assets. Waqf administrators' required competence also includes knowing and 

understanding Islamic laws and principles based on which Waqf is governed (New Straits Times, 2018).  

 

The Waqf governance framework will specify the responsibilities of all the parties involved in Waqf. It will lay out a code of 

conduct that will ensure Waqf trustees act justly, prudently, and in the donors' best interest and the beneficiaries. Islamic corporate 

governance is a system that promotes corporate fairness, transparency, accountability. It maintains a good relationship with its 

stakeholders but, most notably, a sound and robust relationship with Allah (Ahmed, Omar, & Faosiy, 2015). Adequate internal 

governance of Waqf authorities must be put in place with risk management protocols and regular audits to ensure smooth and 

just Waqf institute operation.  

 

Malaysia is setting an example for other countries in the Islamic finance industry. It has a proven record of establishing an 

excellent Shariah governance framework for Islamic financial institutions (Hassan, 2020). The key to a sound and robust Shariah 

governance framework is having a competent and professional management team. The prerequisite includes an independent 

Shariah Board member that is well trained and competent, a useful Shariah review, Shariah audit, and Shariah risk management 

process, supported by an internal Shariah research body with qualified personnel.  

 

A similar framework is needed for the development of the Waqf institution. However, despite the dire need for a Shariah 

governance framework for a Waqf institution, this subject's research is quite limited. Hence, it is imperative that future studies 

need to focus on the ways and measures towards the effective adoption of Shariah governance framework for Waqf institutions 

and Waqf authorities, especially the State Islamic Religious Councils (SIRCs).      

 

The process of adopting a robust governance framework for Waqf institutions' management may seem to be challenging. 

However, if it can be successfully implemented, Waqf will earn stakeholders' trust and confidence. Imperatively, it will ensure 

that the position of Waqf as the critical component of Islamic social finance and society's socio-economic upliftment can be 

revived.  Ultimately the full potential of Waqf will be unlocked. 

  

Conclusion 

 
Waqf is an Islamic institution that is morally and religiously motivated to serve the nation and improve society's living standards. 

The Quran and Sunnah highlight the importance of Muslims helping one another and considering each other as one ummah 

regardless of the circumstances. Waqf is the mechanism that can improve everyone's living standard and enhance the political, 

social, and economic condition of a Muslim community. For Waqf institutions to successfully develop, acceptable governance 

practices guided by the Shariah law principles and Islam's true spirit is necessary. It is also essential to design administration that 

is attractive and consistent with international standards while still being Shariah-compliant. A sound and useful Shariah 

governance framework could help overcome all existing mismanagement issues within Waqf institutions' administration.  
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Abstract 

 
Risk is inherent in all kinds of financial intermediation. A financial organization's sustainability and success depend much 

on how efficiently the organization can manage its risks. Risk management plays a pivotal role in ensuring better returns to 

shareholders and providing a stable overall financial system. It is a known fact that the higher the level of uncertainty, the 

higher the risk. It is assumed that there would be no risks in a market where information exists in perfect symmetry. However, 

information asymmetry is unavoidable and an essential part of the market. Since asymmetry in information brings about 

uncertainty, it is what causes risks to increase. Islamic financing, in its real sense, encourages equity financing over debt 

financing. However, reliance on equity financing makes Islamic banking riskier for several reasons. Firstly, in a 

Mudharabah/Musharakah contract, there are no guidelines or conditions to manage the relationship between the financial 

institution and the entrepreneur. Secondly, scarcity of hedging instruments, government securities, which are Shari'ah-

compliant, and underdeveloped inter-bank money markets make Islamic banking even more vulnerable to adverse events. 

Finally, the lack of a developed short-term money market for Islamic finance further complicates liquidity management. 

Although the rate of liquidity risk faced by banks is currently low, several factors can cause liquidity to rise in the future. 

For instance, Islamic banks relying heavily on current accounts for liquidity, restriction on the sale of debts, inadequate 

market for short-term Islamic instruments, and unavailability of lender of last-resort facilities are all factors that can increase 

liquidity problems in the future. Thus, this paper, through a rigorous review of all relevant literature, aims to highlight the 

importance of liquidity risk and the management of liquidity risk in Islamic banks.  

 

Keywords: Liquidity risk, Islamic banks, Risk management, and Malaysia. 

 

Introduction 

 
Corporate governance of Islamic financial institutions (IFIs) is based on justice, moral obligation, equality, responsibility, 

and accountability. Furthermore, the characteristics and features of activities and transactions permissible in business portray 

risk different from conventional banking risks. Risks arise from events in the future that are uncertain, and because business 

ventures are of this nature; therefore, the risk is inherent in their operations. IFIs being business entities or institutes in the 

banking business, face specific risks in executing business activities and transactions. Therefore, it becomes crucial to 

manage those risks effectively to ensure its sustainability and continued growth. Risk management in Islamic banks is rapidly 

developing. However, in countries that provide a dual financial system where Islamic and conventional banking co-exist, 

risk management is more complicated. It requires in-depth analytical capabilities, both in resources and system platforms.  

 

When banks perform general banking business activities like collecting/receiving and mobilizing/providing funds, both IFIs, 

and conventional banks are exposed to several risks. These risks are termed generic dangers to the banking business and are 

as follows: - 
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a) Credit Risk: Exposure to the likelihood that the counterparty will fail to meet its obligation according to 

the agreed terms and conditions.  

b) Market risk: Risk that the portfolio's value will decrease due to changes in the value of market risk factors 

such as equity, interest, rate, FX, and commodity.  

c) Liquidity Risk: Exposure of loss arising from the bank's inability to meet its obligation or to fund the 

increase in assets when it falls due without incurring additional costs or losses.  

d) Operational Risk: Resulting from inadequate or failed internal processes, incompetent people, or system 

or external events. 

The management of the above four generic risks would not be a straightforward adoption by IFIs, as practiced by 

conventional banks. The dangers of loan granted by traditional banks are different from financing an underlying asset under 

Shariah based commercial contracts like Murabahah, Salam, Istisna', and Ijarah. For the asset financing granted under the 

agreement of Murabahah or Ijarah, the IFIs would need to acquire the asset first and sell or lease it to a customer on a deferred 

payment basis. Hence, the Islamic bank is exposed to the inventory risk of holding the asset, which occurs between buying 

the asset until it is sold to the customer. The credit risk would be the non-payment of the bank's selling price on a deferred 

payment basis. 

 

The application of Shariah law, which prohibits interest or usury, gambling, the element of uncertainty, speculation, and 

oppressive practices, has thus created different types of risk for Islamic banks that are not present in conventional banking. 

Moreover, due to the nature of business undertaking by the IFIs nature, they are exposed to some additional risks unique to 

IFIs. The risks attached to IFIs are associated with specific business models and Islamic contracts. Thus, this paper aims to 

assess the liquidity risk linked to Islamic financial institutions' agreements.  

 

What is Liquidity Risk? 

 
Liquidity risk management is a process of mitigating the adverse effects of the maturity mismatch of the bank's financial 

position statement (Ariffin, 2012). Good liquidity risk management is critical for Islamic banks to meet their financial 

obligations without unnecessary loss. To mitigate financial risk, it is essential to take a closer look at the definition of liquidity 

risk to gain a comprehensive understanding of how it could impair a well-functioning financial system. In the existing 

literature, liquidity risk is described from various perspectives. For instance, from an economic point of view, liquidity risk 

can be seen as constraints that affect a financial agent's ability to exchange their existing wealth for goods and services or 

other assets (Williamson, 2008).  

 

In the banking environment, liquidity risk has always been associated with "funding liquidity risk." It means the chance that 

the bank will not meet its financial obligations efficiently and timely due to the inability to liquidate its assets or obtain 

enough funding. It adversely affects the bank's daily operations and financial position (Shen et al., 2009; Vodova, 2011). J.P. 

Morgan Chase's (2000) Annual Report saying that liquidity risk includes "both the risk of being unable to fund portfolio of 

assets at appropriate maturities and rates and the risk of being unable to liquidate a position promptly at reasonable prices." 

Also, Merill Lynch (2000) in its Annual Report referred to liquidity risk as a maturity mismatch between bank's assets and 

liabilities or cash-flow imbalance. According to the Monti-Klein framework, liquidity risk can also be seen as a profit-

lowering cost by most banks, which worsens due to borrowers' defaults and sudden fund withdrawals, resulting in lowered 

cash inflows (Prisman et al., 1986; Dermine, 1986). 

 

Islamic Banks' Exposure to Liquidity Risk  

 
The concept of liquidity risk management aligns with the ultimate goal of Islamic law or Maqasid al-Shariah. According to 

Imam al-Ghazali, as quoted in Chapra (2008), realizing the objectives of Shariah revolves around the attainment of the well-

being of the ummah, including safeguarding their faith (din), self (nafs), intellect ('aql), posterity (nasl) and wealth (mal). 

This definition of Maqasid al-Shariah would imply that the act of managing exposure to liquidity risk to avoid depletion of 

wealth is highly encouraged in Islam. Therefore, while Shariah recognizes that liquidity risks are not desirable on their own, 

they should be effectively managed in ways that they can add value or create additional wealth to an institution.  

 

In theory, it is argued that Islamic banks may not necessarily face similar liquidity risk as in conventional banking (Sobol, 

2013). This is due to the notion that Islamic banking practice should be based on profit and loss sharing (PLS). The concept 

of PLS in finance leads the Islamic banks to engage in a partnership venture formed together with their customers instead of 

lending them money against interest. One of the most common PLS models used in modern Islamic banking practice is the 

two-tier mudarabah (TTM). In a mudarabah contract, a rab al-mal (capital provider) provides working capital, while 

mudarib's (entrepreneur) contribution to the venture can be in the form of professional and technical expertise whereby he is 

responsible for the management of the business. Profits generated from the business venture will be shared according to a 

pre-agreed ratio between rab al-mal and mudarib. At the same time, losses are entirely borne by the rabb-ul-mal, except when 

such losses are due to the negligence or misconduct of mudarib.  
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In the case of the TTM facility, there are two mudarabah arrangements involving three parties. 

(i) first, a mudarabah is formed between depositors as a rab al-mal and an Islamic bank as mudarib and;  

(ii) The second is between the bank as a rab al-mal and a business entrepreneur as a mudarib who needs financing.  

In this PLS mechanism, the depositors who share similar risks with the Islamic bank on the liability side are 

supposed to absorb any liquidity shocks on the bank's balance sheet's asset side. Therefore, the real value and liquidity of 

Islamic bank's assets are highly dependent on the funds which are made available by the depositors. 

However, this may not necessarily happen in practice as PLS arrangement is becoming less favorable to the Islamic banks 

over the past few years. Due to the limitations in the mode of finance itself, including information asymmetry, which could 

lead to entrepreneurs' moral hazard behavior. As a result, other financing types comprising mainly of Shariah-compliant 

debt-based and lease-based contracts such as murabahah, salam, istisna, and ijarah are often adopted by the Islamic banks. 

Therefore, PLS arrangements are becoming uncommon on the liability side of the Islamic bank's balance sheet.  

 

Besides, Islamic banks, to stay at par with their conventional counterparts, are compelled to offer depositors a guarantee for 

their principal amounts invested regardless of the Islamic Banks being able to show any returns on the balance sheet's asset 

side. Therefore, deposit products based on contracts such as qard and wadiah yad dhamanah are offered mainly to the 

depositors with the practice of giving hibah (gift) equivalent to the rate of return provided by the conventional banks. It 

further distorts the ideal form of Islamic banking (Dusuki, 2007). Islamic banks tend to behave like traditional institutions; 

their balance sheet nature may constitute a high volume of illiquid assets and relatively liquid liabilities. 

 

Managing Liquidity Risk of Islamic Banks: The Roles of Islamic Interbank Money Market (IIMM) 

 
Like in conventional banking, there is an urgent need for Islamic banks to exert a useful liquidity risk management function 

to meet their liquidity needs and obligations to sustain their business operations. It will ensure the proper functioning of the 

overall baking system. However, unlike their conventional counterparts, Islamic banks are prohibited from any form of riba 

(interest) and must undertake a Shariah-compliant approach in meeting their liquidity needs. It has resulted in severe 

challenges for Islamic banks. They would have limited access to existing liquidity management instruments like interbank 

deposits, foreign exchange swaps, repo, treasury bills, and commercial papers since most of them are based on interest. 

(Muttalib, 2014; Sobol, 2013).  

 

Apart from that, Iqbal and Mirakhor (2007) argued that Islamic banks might face additional liquidity risks due to some 

Shariah-compliant instruments' unique and distinct features. For example, murabahah and salam contracts can only be traded 

at par value. They further added that heavy reliance of Islamic banks on current accounts, which are demand deposits that 

can be withdrawn at any time, may expose the banks to a higher level of liquidity problems. These severe concerns over 

additional liquidity risks borne by Islamic banks have necessitated the establishment of the Islamic Interbank Money Market 

(IIMM) to introduce several Shariah-compliant liquidity risk management instruments. It provides a platform for Islamic 

banks to raise short-term funds, hence fixing the problems associated with the mismatch between assets and liabilities. 

 

Development of the IIMM in Malaysia 

 
The Malaysian IIMM was first established on the 3rd of January 1994 as a short-term money market platform that readily 

provides a source of short-term investment outlets based on Shariah principles. The BNM, on the 18th of December 1993, 

issued Guidelines on the Islamic Interbank Money Market to facilitate the proper implementation of IIMM in Malaysia. 

Unlike in the US, where the money market is dominated by funds being raised through the issuance of short-term securities 

such as treasury bills and commercial papers, money markets in all other parts of the world, including Malaysia, are primarily 

dominated by banks. In a bank-dominated market environment, funds are channeled from surplus units to deficit units 

through bank deposit instruments such as banker's acceptances and deposit certificates. While the money markets of 

developed countries resulted from a continuation of the early days of the interconnected banking system, Malaysia's money 

market, including the IIMM, was established by fiat at the behest of the BNM.  

 

The money market is one of the essential segments of a well-functioning banking system and is heavily relied upon by banks 

for managing their liquidity. (Ismath Bacha, 2008). The establishment of the IIMM aims to enable Islamic banks to match 

their funding requirements more effectively. The IIMM plays two crucial roles in supporting the operation of the Islamic 

banking system in Malaysia. First, it provides a wide range of facilities and money market instruments to finance and manage 

portfolios over a short period. Many surplus banks would utilize the IIMM instruments as funding and liquidity mechanisms 

in channeling funds to deficit banks. Second, the IIMM serves as a channel for the transmission of monetary policies 

promulgated by BNM. These two critical functions of the IIMM would then contribute towards achieving BNM's primary 

objectives of promoting stability in the Islamic financial system. 
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Conclusion 

 
The credit crunch is an issue faced by banks, both Islamic and conventional, worldwide. The reason behind this issue is the 

poor management of liquidity. Since all dealings or commitments impact the bank's liquidity, managing liquidity risks 

becomes a vital component in enterprises' risk management framework. For a bank to function smoothly and face all kinds 

of stress levels, an adequate level of liquidity must be maintained at all times. Therefore, it is of utmost importance for banks 

to have a risk management framework where there is a constant assessment of liquidity and the liquidity position to ensure 

banks' proper functioning.  
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Abstract 

 
In the context of performance management in an organization, it is important to continue to assess the performance of each 

employee even though during the Covid-19 pandemic, it was difficult to make an assessment directly and was carried out 

with the help of internet technology media. The performance appraisal system becomes the basis for the organization for the 

development of human resources and systems that can provide avenues for making important decisions for the organization. 

The purpose of this study is to present recommendations for employee performance appraisal approaches during the Covid-

19 pandemic. This research is a Systematic Literature Review using the PRISMA (Preferred Reporting Items for Systematic 

Reviews and Meta-analysis) method which is carried out systematically by following the correct stages or research protocols. 

The results of this study recommend that the MBO approach and 720 degrees can be used as a reference in assessing 

employee performance during a pandemic like this. Where employee performance is determined from the results measured 

by involving negotiations between managers and employees and also external communication relations can be used as a tool 

for innovation and organizational improvement. 

 

Keywords: Performance, Performance Appraisal Method, Covid-19. 

JEL Classification: E24, J24, L25, O15, P47 

 

Introduction 
 

Currently, we are in the era of the Covid-19 pandemic where many employees have to work from home / on shifts / continue 

to work full-time in the office with health protocols. Amid the conditions of Covid-19, many countries in the world were 

affected by the economic decline and recession. In business, effective results are essential for organizational survival because 

the increased performance is a basic criterion for individual and organizational growth (Obisi, 2011).  

 

In the context of performance management in an organization, it is important to continue to assess the performance of each 

employee even though during the Covid-19 pandemic it was difficult to make an assessment directly and was carried out 
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with the help of the internet technology media. This remains important to maintain the productivity, motivation, abilities, 

and competence of each employee optimally in helping the company achieve maximum performance (Kolawole, 2013). 

Performance appraisal is an important issue in human resource management (HRM) and is an important responsibility of 

managers and supervisors (Brefo-Manuh, Anlesinya, Odoi, & Owusu, 2016; Javidmehr & Ebrahimpour, 2015). If used 

properly, performance appraisal is an organizational tool for managing and coordinating the strengths of each employee 

towards achieving organizational goals and job performance (Cintrón & Flaniken, 2011; Naji, Ben Mansour, & Leclerc, 

2015). The performance appraisal system forms the basis for organizations to develop human resources and systems that can 

provide avenues for making important decisions such as employee training and development, promotions, demotion, and 

layoffs (Brefo-Manuh et al., 2016).  

 

Empirical studies on performance appraisal have had a major impact as a managerial decision-making tool (Kolawole, 2013). 

When employees want to display a high level, then high-performance standards must be set (Islami, Mulolli, & Mustafa, 

2018). Performance appraisal aims to identify the current skill status of employees and help employers to determine, the 

achievement of the organization's strategic goals (Islami et al., 2018; Naji et al., 2015). 

 

A common problem regarding performance appraisal is because it is carried out only in the evaluative aspect so that it ignores 

other aspects in terms of facilitating employee growth and development through training, coaching, counseling, and feedback 

on assessment information that allows each employee to set goals and help them see the relationship between what they did 

and the results they could expect (Javidmehr & Ebrahimpour, 2015; Obisi, 2011). There must be changes on the part of the 

organization to start paying special attention to the employee performance appraisal approach, especially during the recession 

due to Covid-19. The organization must design performance appraisal points that must be adapted to these conditions. If it 

is not adjusted, there will be bias and it will be difficult to determine whether the employee is performing well or not. 

Performance appraisal should be a tool to measure the overall status of any organization (Obisi, 2011). 

 

The efficiency and effectiveness of the performance appraisal are determined by the assessment criteria chosen, the assessors 

selected the assessment methods are chosen, and the employee's reactions. Employee satisfaction with performance 

appraisals plays an important role in their long-term efficiency. Negative reactions to performance appraisals can undermine 

an entire performance appraisal system even if they are carefully crafted. Abdelhadi noted that a performance appraisal 

system that is considered fair can increase employee organizational commitment and employee job satisfaction (Denisi & 

Murphy, 2017; Katerina, Andrea, & Gabriella, 2013; Naji et al., 2015).  

 

To select the most suitable valuation method, several aspects such as company size, business activities, type of job position, 

personnel, and organizational goals must be considered. Employee performance appraisal includes assessing various areas 

of work performance, such as employee characteristics, behavior assessment, and performance results. Other criteria include 

the time factor which makes it possible to select a set of methods that are oriented to the future, present, or past (Cocuľová 

& Svetozarovová, 2014). The purpose of this study is to present recommendations for employee performance appraisal 

approaches during the Covid-19 pandemic. 

 

Literature Review 
 

Performance appraisal is defined as a formal employee appraisal by managers in the form of evaluating, comparing, and 

providing feedback on employee performance (Islami et al., 2018; Katerina et al., 2013; Kolawole, 2013). Organizations that 

wish to achieve their goals effectively and efficiently, they must build a perfect system for management performance 

appraisal (Cocuľová & Svetozarovová, 2014). Employee performance appraisals take two forms - formal and informal 

assessments. Informal appraisal means continuous evaluation of an employee by his supervisor during the work process. 

Formal employee appraisal is a formal organizational process that is carried out systematically to allow comparisons between 

expected individuals (groups) and actual performance. The formal assessment consists of several stages and methods selected 

according to the field of assessment (Katerina et al., 2013). 

 

Performance appraisal can be carried out by various methods. Each method has advantages and disadvantages, so 

management must carefully evaluate which method of valuation they choose to achieve the goals set by the business. In 

business practice, it is a common phenomenon to combine various methods of performance appraisal. The combination of 

various methods can eliminate some of the disadvantages posed by individual assessment methods. However, their number 

should be kept to a minimum as the number of methods increases the bureaucracy and the time and resources required for 

the overall performance appraisal process. (Cocuľová & Svetozarovová, 2014). 

 

Performance appraisal methods are divided into two, namely traditional methods and modern methods for performance 

appraisal. In creating and implementing an assessment system, management must determine the performance appraisal 

system to be used and then decide on the process of implementing the system (Islami et al., 2018).  
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Traditional Method 
 

The traditional method is a relatively older method of performance appraisal. This method is a past-oriented approach that 

concentrates only on past performance (Shaout & Yousif, 2014). It is a method that takes care of the work that has been done 

and meets quantification specifications. This method can thus be measured and considered an advantage in performance 

appraisal. Employees can be given feedback, informed about the results of their efforts. This can increase efficiency (Majid, 

2016). The weakness of this method is that the work results cannot be changed (Cocuľová & Svetozarovová, 2014). 

 

1. (Rating method), used to compare the performance of two or more individuals. Bosses rank their employees based on 

merit from best to worst. But the best ways and why are the best are not described in this method (Jindal, Laveena, & 

Navneet, 2015; Obisi, 2011; Shaout & Yousif, 2014). The purpose of this method is to create a competitive and 

motivating environment for employees. However, it is impossible to compare the performance of different groups of 

employees. Therefore, it is impossible to judge whether the best employees from one group are better or worse than the 

best employees from another group. The method is also useless for remuneration purposes (Cocuľová & Svetozarovová, 

2014). The advantages of this method are easy to use, low cost, each type of work can be evaluated, no formal training 

required (Khanna & Sharma, 2014).  

2. (Graphical rating scale) in which the rater assesses the individual based on factors such as initiative, dependability, 

cooperation, attitude, and quantity of work. A graphic rating scale is a scale that lists several performance traits and 

ranges. The employee is then assessed with a score that best determines his level of performance for each trait using 

categories such as excellent, average, and bad (Cintrón & Flaniken, 2011; Obisi, 2011; Shaout & Yousif, 2014). 

Graphical rating scales require evaluators to indicate on the scale the degree to which employees exhibit certain traits, 

behaviors, or performance results (Khanna & Sharma, 2014). These methods are inexpensive and relatively easy to 

develop and manage, the results are quantifiable, take less time, and allow for analysis (Majid, 2016). Several limitations 

are caused by the graphic rating scale. First, the standard nature of the scale ignores the aspect of trait relevance. 

Additionally, the rating scale cannot achieve results that reflect the full value of the employee (Idowu, 2017). 

3. (Checklist method), the manager simply ranks the employee on a continuum that ranges from bad to very good 

depending on the aspects being evaluated (Idowu, 2017). The rater does not evaluate performance but only records it on 

a series of questions about employee behavior, and to check which objectives have been completed. The assessor checks 

the yes or no answer (Cintrón & Flaniken, 2011; Obisi, 2011). Here the assessor only performs reporting or checks and 

the HR department does the actual evaluation (Khanna & Sharma, 2014). 

4. (Critical incident) where the assessor is asked to keep a written record of the incident that describes the positive and 

negative behaviors of the individual being assessed and is then discussed with the employee (Cintrón & Flaniken, 2011; 

Khanna & Sharma, 2014; Obisi, 2011). Assessors maintain written records that are updated regularly to assess employee 

performance. Thus, this method is time-consuming and tedious. The understanding of critical cases is unclear and can 

be understood differently. The fact that the boss keeps writing notes in front of employees can generate negative 

emotions between them, leading to tension and contention (Cocuľová & Svetozarovová, 2014). This technique is perfect 

for performance review interviews, it has the disadvantage that the supervisor must record every critical incident. It may 

not be practical, and can delay feedback to employees (Khanna & Sharma, 2014). 

5. (Assessment essay), which simply requires the rater to write a series of statements about the individual's strengths, 

weaknesses, past performance, and promotional potential. This method mainly tries to concentrate on behavior. Some 

of the evaluation criteria are as follows: overall performance impression, existing abilities & qualifications, previous 

performance, and suggestions by others (Gaba, 2017; Obisi, 2011; Shaout & Yousif, 2014). The essay evaluation method 

is a non-quantitative technique. It is often mixed with the graphic rating scale method. The essay method involves written 

reports to assess employee performance, usually in terms of job behavior and/or results. To do this objectively, the 

assessor knows the subject well and must interact with them (Khanna & Sharma, 2014).  

6. Behaviorally Anchored Rating Scales (BARS) compare individual performance with examples of specific behaviors 

associated with numerical ratings. BARS is a method that does not focus on actual work results but employee behavior 

(attitude to work, compliance with procedures, or benefit). It can be said that this method examines and evaluates the 

behaviors necessary for successful performance at work (Cocuľová & Svetozarovová, 2014; Shaout & Yousif, 2014). 

The evaluator must indicate which behavior at each scale best describes the employee's performance. There are four 

steps in the BARS construction process (Khanna & Sharma, 2014):  

 

a. List all important dimensions of performance for the job or job   

b. Collection of critical behavior incidents that are effective and ineffective 

c. Classification of effective and ineffective behavior for the corresponding dimensions of performance  

d. Assigning a numerical value for each behavior in each dimension (i.e. scaling the behavior anchor)  

 

The BARS method takes the form of a modified checklist or rating scale. The scale displays work tasks that are being 

performed in a particular workplace. Work behavior during the performance of a particular task is ranked from a scale. 

The scale is divided into five or seven numerical degrees, each displaying a verbal characteristic. The rater then marks 

the most appropriate verbal characteristics for each task. The final assessment is expressed as the sum, average, or 
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combination of values. The main advantage of the BARS method is feedback. Its biggest disadvantage is the time it 

takes and the overall complexity of the preparation stage (Cocuľová & Svetozarovová, 2014). 

 

 

A. Modern Methods 

 
Unlike the previous methods, this group of methods focuses on future performance or can be used to assign future tasks 

(Cocuľová & Svetozarovová, 2014). This method emphasizes future performance by analyzing the potential achievement of 

the employee and by setting targets for short and long term performance (Majid, 2016). 

 

1. Organization by objectives (MBO), an approach or performance evaluation, which is based on the conversion of 

individual goals and organizational goals to individuals. MBO is a performance appraisal method in which a manager 

or entrepreneur sets a list of goals and makes regular assessments of their performance, eventually creating rewards 

based on the results achieved. (Gaba, 2017; Khanna & Sharma, 2014).  

 

The MBO process runs as below (Cintrón & Flaniken, 2011; Cocuľová & Svetozarovová, 2014; Idowu, 2017; Khanna 

& Sharma, 2014; Majid, 2016; Obisi, 2011). 

 

a. Setting goals and desired results for each subordinate 

b. Setting performance standards 

c. Comparison of actual goals with goals achieved by employees  

d. Setting new goals and new strategies for goals not achieved in the previous year. 

 

The weakness of the MBO system is that performance tends to be defined in terms of measurable results. However, the 

setting of goals and objectives is highly subjective, involving negotiations between managers and employees. If a high-

performing employee fails to achieve his goals, it is not uncommon for managers to renegotiate goals so that managers 

can be sure that the well-performing person will get what is seen as good performance. The MBO process consists of 

three stages of management: planning, monitoring, and evaluation (Cintrón & Flaniken, 2011; Islami et al., 2018; Obisi, 

2011). 

 

The MBO approach has the advantage that conventional assessments only focus on personality traits. On the contrary, 

in this approach, subordinates also define short-term performance which is discussed with superiors. In terms of 

effectiveness, the MBO approach has been shown to provide significant benefits to the organization and employees. In 

particular, the MBO approach promotes objectivity, allows for two-way feedback, and encourages improved employee 

performance through motivation. One of the major drawbacks of this approach has to do with the fact that the assessor 

does not allow to see how the employee handled every eventuality during a given work period. Because it places more 

emphasis on results than on process (Idowu, 2017).  

 

2. An appraisal center is a central location where managers can gather for work being evaluated by trained observers. The 

principle idea behind using an appraisal center is to evaluate managers over time (usually one or three days), by 

observing (and then evaluating) their behavior across a selected set of exercises or examples of work. (Majid, 2016; 

Shaout & Yousif, 2014). After recording their observations of the assessed person's behavior, the assessors meet to 

discuss those observations. The decision regarding the performance of each assessment is based on a discussion of the 

results of the observations. The method is relatively complex, done objectively, and independently which can be 

considered as an advantage. On the other hand, employee performance in artificial situations may not always be the 

same as real situations, which can be considered a loss (Cocuľová & Svetozarovová, 2014; Majid, 2016). Another 

problem with this approach is that the costs associated with accommodation, also regarding the availability of 

psychologists and HR specialists are very demanding (Majid, 2016). 

3. 360 Degree which is a popular performance appraisal technique that includes evaluation input from several stakeholders 

such as direct supervisors, team members, customers, coworkers, and yourself. 360 Degrees inform people about the 

effect their actions have on others (Obisi, 2011; Shaout & Yousif, 2014). In other words, a 360-degree scoring system 

allows the gathering of information about a person from different degrees and angles. The 360-degree performance 

appraisal system is considered to be one that helps in overcoming disadvantages such as prejudice, subjectivity, and halo 

errors, which characterize traditional evaluation systems. The 360-degree grading system is perceived by employees as 

more accurate and more reflective of their performance. The drawback of this method relates to the interpretation of the 

final result because quantitative assessments do not always represent qualitative information accurately and receiving 

feedback from multiple sources can be intimidating, threatening, etc. (Idowu, 2017; Khanna & Sharma, 2014). 

4. The 720-degree method concentrates on what matters most, namely the knowledge of the customer or investor about 

their work. This method is a twofold 360-degree assessment, conducting an assessment in 7 phases of pre-assessment 

feedback, self-assessment, peer assessment, customer assessment, subordinate assessment, managerial assessment, and 

post-assessment feedback (Majid, 2016). In a 720 degree assessment, feedback is drawn from external sources such as 

stakeholders, families, suppliers, and communities. This is a 360-degree grading method that is practiced twice (Shaout 
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& Yousif, 2014). The 720-degree view focuses on gathering information not only from within the company but from an 

outside group i.e. the perceptions of customers or investors. This method focuses on development, performance, and 

helps in making decisions in a better way (Ail, 2016; Khanna & Sharma, 2014). 

 

B. Methodology  

 
This research is a systematic literature review using the PRISMA (Preferred Reporting Items for Systematic Reviews and 

Meta-analysis) method which is carried out systematically by following the correct stages or research protocols. The 

procedure of this systematic review consists of several steps, namely 1) compile Background and Purpose (Background and 

objectives), 2) Research Question, 3) Searching for the literature 4) Selection Criteria 5) Data Extraction Strategy 6) Assess 

Quality of Primary Studies, 7) Data Synthesis (Vasconcelos et al., 2013; Wahono, 2015; Wolor, Kurnianti, Zahra, & 

Martono, 2020).  

 

A. Research Question on Literature Review 

 
Table 1: Research Questions on Literature Review 

 

ID Research Question Motivation 

RQ1 Which journals are the most 

significant related to performance 

appraisals? 

Identify the most significant journals 

in the field of performance appraisals 

RQ2 Who is the most active and influential 

researcher on performance appraisals 

theory? 

Identification of the most active and 

influential researchers who 

contributed much to the field of 

performance appraisals theory 

research 

RQ3 What research topics did researchers 

choose in the field of performance 

appraisal during the Covid-19 

period? 

Identification of research topics and 

trends in performance appraisal 

during the Covid-19 period 

RQ4 What methods of approach are used 

to deal with performance appraisal 

during the Covid-19 period? 

Identify strengths and weaknesses for 

effective performance appraisal 

methods during the Covid-19 

 

B. Searching for the literature 
 

This research was conducted in May-July 2020 in the city of Jakarta. Search for relevant research articles with the topic of 

this research conducted using keywords: Performance Appraisals, Covid-19, Systematic Literature Review. To select articles 

we use the following databases: Scopus, DOAJ, Proquest, Ebsco. Adjustments were made in the strategy used to find the 

article, the inclusion criteria were predetermined, to maintain consistency in finding the article and avoiding possible bias.  

 

 

C. Selection Criteria 
 

Inclusion criteria used to guide the search and selection of articles are research in English (IC1), complete articles published 

in national and international journals in the 2000-2020 period, indexed in the database used, focused on Performance 

Appraisals, Covid-19, Systematic Literature Review (IC2). (Fig1). After getting a sample, the selected article is then analyzed 

for the collection of relevant information. Analysis and synthesis of data extracted from the article are made descriptively to 

observe, describe, and classify data to gather knowledge generated on the themes explored in the meta-synthesis. Therefore, 

meta-analysis can produce new concepts through a synthesis of study content surveyed to transform some qualitative studies 

into new studies and contribute to the dissemination of scientific knowledge (Vasconcelos et al., 2013). 
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Figure 1: Prisma Flow Diagram Systematic Review 

 

Data Extraction, Assess Quality of Primary Studies, and Data Synthesis 

 
Data extraction is the process by which the researcher obtains the necessary information about the characteristics of the study 

and the findings from the included study. An assessment of study quality indicates the strength of the evidence provided by 

the review and can also inform the standards required for future research. Finally, the quality assessment helps answer the 

question of whether the study is robust enough to guide treatment, prevention, diagnostic or policy decisions. Data synthesis 

involves compiling, combining, and summarizing the findings of individual studies that are included in a systematic review.  

The main study chosen is then extracted to collect data that contributes to answering research questions. Assessment of 

research quality can be used to guide the interpretation of the synthesis findings and to determine the conclusions described. 

The purpose of data synthesis is to gather evidence from selected studies to answer research questions. 

 

Discussion 
 

Performance appraisal is part of performance management. Performance appraisal is an instrument to assess whether an 

employee has worked well or not. In general, the process of assessing the performance of a company is different according 

to their respective policies. Some assess once a year, once every six months, per quarter, etc. This assessment is carried out 

on an ongoing basis to achieve the goals of the company and the employees themselves. 

 

Performance appraisal systems and a worker appraisal process are critical to the overall success of an organization. This is 

because employee involvement in performance appraisals, continuous feedback from superiors, and clarity of objectives can 

make a significant positive contribution to the achievement of overall company goals. Performance appraisal is very 

beneficial for the organization and employees. For organizations, it is very important to assess which employees are 

performing well and which are not. Performance appraisal is a consideration for organizations to make decisions on 

promotion, demotion, rotation, even in terms of giving rewards and punishments. For employees, it becomes a benchmark 

and becomes an evaluation of the performance that he has given to the company. Employees can find out where their 

weaknesses are and what are their strengths. Employees can have added value and bargaining power to the company when 

they have performed well in terms of careers and increased income. Conversely, when an employee does not perform well, 

he must accept the consequences of being transferred, demoted, or receiving punishment. When superiors provide consistent 

Literature Search 

Database: Elsevier (Scopus), Emerald, ScienceDirect, Google Scholar, Thomson 

Reuteurs 

Search Limitation: English Language Articles (IC1)  

Search Result (n = 101) 

Articles are filtered based on title, abstract, and keywords 

Article cannot be accessed thoroughly 

by researchers (n = 7) 

Search results to be processed again (n 

= 80) 

Search results not processed again (n = 14) Does not 

meet IC2 (Articles relating to performance appraisal, 

covid 19, systematic literature review) 

Articles are filtered by looking at the 

entire text 

Search results to be processed again (n 

= 41) 

Search results not processed again (n = 39) Does not 

meet IC2 (Articles relating to performance appraisal, 

covid 19, systematic literature review) 

Previous studies relevant to this 

research (n = 41) 
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feedback on their performance, it will give them insight into actual expectations and performance (Brefo-Manuh et al., 2016). 

Non-conformities can be managed through concerted efforts in training and development, careers, and management 

succession. The organization should also conduct periodic reviews or audits of all personnel policies, programs, and 

procedures; compensation, recruitment and staffing, job analysis, job evaluation, the grievance process, and communication 

channels, etc. Keep in mind that performance appraisal is a means not an end (Obisi, 2011). This in turn will improve the 

working relationship between superiors and subordinates and generate new and innovative ideas (Brefo-Manuh et al., 2016). 

The selection of the most appropriate method is a prerequisite for designing an effective program. There are many methods 

designed to measure the performance of employees in an organization, but this depends on the organization's discretion 

regarding which method is most suitable for it, which is directly related to the effectiveness and efficiency of performance 

in organizational systems (Majid, 2016). Yashashwi describes the categories that differentiate between traditional and 

modern methods (Ail, 2016).  

 

Table 1: Comparison of Traditional and Modern Methods 

 

Category Traditional Modern 

Orientasi 
Individualistic, Control 

Oriented, Documentary 

Systematic, Developmental, 

Problem Solving 

Leadership Directional, Evaluative Facilitative, Coaching 

Frequency Occasionally Often 

Formality High Low 

Rewards Individualistic Organizational 

 

In the table above, it can be said that the traditional approach is more oriented towards individual employees and less focused 

on employee development which will actually improve the performance of the organization itself. Indeed, from the aspect 

of speed, the performance appraisal which tends to be central can be done quickly, but objectively it is doubtful and seems 

subjective and authoritarian by the superiors. In contrast to modern approaches that are oriented towards organizations and 

see that employee development is essential, especially in improving the performance of the organization itself. From the 

aspect of time required for performance appraisal it is indeed longer than traditional, but objectively it is better and more 

constructive. 

 

In connection with the current covid-19 pandemic where something new has happened that has changed the way of life of 

the world, many companies have lost money and there has been a recession in several countries. Organizations need fast and 

responsive action to find effective solutions in solving performance-related problems. It is important to note that several 

previous studies have suggested that companies are interested in modern systems that are sustainability-oriented and go 

forward in comparison to traditional ones.  

 

The problems that arise regarding what performance assessment is effective during Covid-19 must be looked at 

comprehensively. This is because the performance appraisal is related to the feedback that the company can give to 

employees. Meanwhile, during a pandemic, it is difficult for companies to be able to provide this feedback. Companies must 

also think that performance appraisal during a pandemic aims to build communication, empathy, and encourage employee 

motivation amid differences in working conditions that are different from normal conditions. Several studies have stated that 

organizations are comfortable with performance appraisal using the MBO method and 720 degrees as the most effective 

method of performance appraisal. This is conveyed in the context of the objectives to be achieved and the context of external 

orientation (investors and customers) (Cocuľová & Svetozarovová, 2014; Majid, 2016). 

 

In this day and age, companies are competing to create products/services that can digitally appeal to customers without direct 

interaction, minimizing costs, and requires intensive online communication. This of course requires the organization to think 

creatively. If we look at the current needs, it is adjusted to some previous studies. The MBO approach and 720 degrees can 

be used as a reference in assessing employee performance during a pandemic like this. Where employee performance is 

determined from measured results by involving negotiations between managers and employees and also communication 

relationships with external parties can be used as a tool for innovation and organizational improvement (Ail, 2016; Cintrón 

& Flaniken, 2011; Islami et al., 2018; Khanna & Sharma, 2014; Obisi, 2011). Managers can communicate intensively to 

convey the plans and goals of the organization to deal with the current covid-19 outbreak. The plans and goals are then 

communicated to each employee so that they can be realized immediately. Certainly, the plans or goals made will be revised 

and adjusted to the current conditions because it is impossible to set the same standards as the events before the pandemic. 

This is following the concept of MBO. Second, managers can provide an assessment by involving people outside of the 

organization with the 720-degree method. With this method, organizations can get input that can provide solutions to 

problems that occur within the organization. It is recommended that employee performance reviews be carried out three to 

four times a year so that corrective action can be taken if the employee's performance deviates (Obisi, 2011). Also, 
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organizations must adopt a more personal approach through informal counseling, and attention to rewards and incentives for 

employees. This can significantly contribute to increasing employee motivation (Idowu, 2017; Obisi, 2011). An empathetic 

and emotional approach to employees is essential. Moreover, crises will usually put great pressure on certain employees. 

 

Conclusion 
 

In conclusion, performance appraisal is one of the most important processes in human resource management because its 

effective implementation impacts company-wide policies. It can make a significant contribution to advancing the 

achievement of the goals or objectives of the entire organization. Judging from the Covid-19 pandemic period, based on the 

existing literature review, it can be concluded that the MBO method and 720 degrees can be used as alternative solutions for 

organizations in assessing employee performance.  

 

Limitations and Future Research 

 
This study is only based on a literature review selected by the authors from various available literature sources to help provide 

recommendations for companies to continue to assess employee performance even during the Covid-19 pandemic. This was 

taken because the author is currently undergoing a policy from the Indonesian government to isolate himself and work from 

home. Subsequent research requires a broader method through direct interviews or quantitative methods to increase 

knowledge. 
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Abstract 

 
Taking into account the fact that energy is crucial for the development of human civilization, we can argue that electricity, 

represents today an indispensable basis for the material and social activities as well as living standards. The above mentioned 

induces the existence of interconnection between the electricity sector and all other sectors of the economy where the 

development of energy and the overall economy cannot be viewed as two separate processes. This becomes most evident 

during the process of electricity market liberalization, i.e., abandoning monopoly as a model of market organization and 

switching to the competitive markets in order to create a positive environment for all participants in the market competition, 

not just for a single provider of electricity service. Even more in those countries where electricity represents an important 

input for their economic growth like in Croatia. In the previous (old) Energy Development Strategy (from 2009) one of the 

priorities was the (continuous) development of electricity as an industry that contributes to GDP through increased 

employment, investment and exports and construction of new generation capacities. In general, however, this Strategy was 

characterized as a formal document that was not actually (being) implemented. Therefore, the latest Energy Development 

Strategy (adopted in 2020) represents a much-needed revision of the former strategy, it is in line with the EU Directives and 

the proclaimed objectives of decarbonisation and the transition to a low-carbon economy. Hopefully, this time the new 

strategy will fulfill the aim of ensuring Croatia’s energy / electricity independence. 

 

Keywords: Electricity Sector, Energy Development Strategies (2009 Vs. 2020), Republic Of Croatia 

 

Introduction 

 
The development of modern society cannot be imagined without electricity as a ubiquitous and almost irreplaceable energy 

source. Energy is a key factor in human development, ensures the standard of living and enables the growth of the economy, 

and one of its most important forms is electricity. Electricity sector can also be understood as a supporting infrastructure 

subsystem of the overall economic system. From the economic aspect, the term infrastructure can be imagined as a 

“bloodstream that serves the economic organism” enabling the functioning and development of that same organism. The 

electricity sector as one of the components of the overall economic infrastructure with electricity as its product represents a 

general input in the production of goods and services intended for final consumption. In the age of digital economy (or the 

so-called New Economy), one cannot even imagine growth and development without the use of electricity. 

 

Energy infrastructure, and thus the electricity sector as part of the overall energy infrastructure represents a prerequisite for 

a successful economy. Specifically, for the Republic of Croatia, this means further development of the domicile electricity 

sector with the aim of ensuring Croatia’s energy independence and with particular emphasis on strengthening the production 

of energy from renewable sources. All in line with the objectives of the EU Directives.  

 

Therefore, the purpose of this paper is to point out the importance of electricity in this day and age as well as to examine the 

changes that come along with the latest Energy Development Strategy of the Republic of Croatia (adopted in 2020) as 
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opposed to the one adopted in 2009. The rest of the paper is organized as follows: Section 2 emphasizes the fact of electricity 

being an unavoidable basis of today’s life while Section 3 gives a (technical) overview of electricity sector in Croatia together 

with the goal(s) and guideline(s) drafted in the Energy Development Strategy of 2009. Key points from the latests Energy 

Development Strategy (2020) regarding the electricity sector in Croatia are summarized in Section 4. Concluding remarks 

are given in Section 5. 

 

Electricity – an unavoidable basis of today’s life 
 

Electricity (Kalea, 2007, pp. 95) is an unavoidable basis of material and social activities as well as the personal life of today's 

civilized man. The special properties of electricity contribute to the fact that on a global scale the share of electricity in total 

used energy is constantly growing. Automatization, robotics, computerization, the unimaginable development of 

telecommunications, but also the constant human desire for comfort living and easier work, determine such a direction in 

the future. With the appearance the first electric power plants, in the early eighties of the 19th century (in 1879 in London), 

electricity came to the world stage. From then and with the development of the electric power industry the availability of 

electricity is making our lives more enjoyable and interesting (Dahl, 2008). 

 

Seen from a technical-technological point of view, most of the electricity is created by the conversion of mechanical energy 

obtained by the conversion of thermal, potential and kinetic energy while a much smaller share of electricity is generated (or 

can be achieved) by the conversion of chemical energy and by the energy of the Sun’s radiation. It then follows that the 

electricity sector is a part of the country's energy system and therefore the development or use of the electricity sector cannot 

be planned without complex consideration of total energy consumption and its supply. It turns out that the task of the 

electricity sector is to ensure quality electricity supply with minimal costs, and that the tasks of electricity sources are to 

momentarily satisfy (per power and per quantity) the electricity consumption. Today, industrial production and informatics 

are almost unimaginable without the use of electricity. In all areas of professional and private life, electricity is greatly 

applied because it is the purest form of useful energy, and its use does not disturb the human environment (Udovičić, 2004). 

 

The basic role of the electricity sector is to deliver certain quantities of electricity of a certain quality and security of supply 

together acceptable economic conditions. This is the basis of the general social development as well as economic growth 

and development. Thus, the exploitation of natural resources, efficiency and competitiveness of the economy together with 

improving people's living standards depends on the operation and development of the electricity sector. This implies that the 

electricity sector appears as a precondition, but also as a consequence of the socio-economic development indicating the 

simultaneity of the process of their development in which one may appear as a limiting factor to the other. Electricity sector 

can also be seen as a supporting system of uninterrupted transactions and exchange of products and services where the growth 

in the volume of transactions requires both an increase in production as well as electricity consumption necessary to maintain 

the said growth. The importance of eclectricity for economic development (as it is also one of the foundations closely related 

to development strategy and maintaining national security in both developed countries and those in development), is 

determined by the fact that development planning of the electricity sector follows the basic principles that come to the fore 

when the general socio-economic development is planned. Technical and economic specifics of electricity and the electricity 

sector are then taken into account. Namely, electricity generation, transmission, distribution and consumption contain a 

number of properties and characteristics that distinguish electricity sector from other branches of energy sector as well as 

from other similar industries (Matutinović and Stanić, 2002). Electricity sector research, planning, design, construction and 

operation represents a very complex technical, economic and financial structure. The mentioned specifics make electricity a 

single commodity with the following essential properties (Teodorović et al., 2006; Čampara, 2008): 

 1) Electricity generation, transmission, distribution and conversion in other forms of energy practically occur at the 

same moment. In other words, electricity cannot be accumulated and stored, but it can and must be produced/provided only 

when it is demanded by its consumers. Theferore, imbalance(s) in the system must not exist; whether consumer demand 

decreases, electricity generation should be reduced at the same time and vice versa. 

 2) Existence of constant and large inequality between electricity supply and demand during the year, months, weeks, 

days and even hours. Since there is no possibility of storing electricity, it is necessary to provide significant reserves in 

production capacities. 

 3) There is also a constant and large uneven production in systems dominated by hydropower plants that depend on 

water inflow variability throughout the year. 

 4) For many applications electricity has no substitute, which means that shortage costs for the economy, population 

and national security are very high. 

 5) Long investment cycle and relatively slow return(s) on investment under certain market conditions can 

discourage further investment in new energy facilities, especially investments by private investors. 
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Udovičić (2004) and Wangensteen (2006), among (other) specifics of electricity, point out that electricity cannot be stored 

under economically acceptable conditions and in substantial quantities. An individual electric power plant is not in a 

condition (without large economic losses) to continuously supply consumers with quality electricity. This, therefore, imposes 

an inevitable need for electric power plants’ connection and joint work. Furthermore, electricity is generated and transmitted 

within the electricity sector to an unknown consumer. At the same time, there is no no physical means by which a unit of 

electricity (kWh) delivered to a consumer can be traced back to the producer that actually generated the unit. In addition, the 

electricity sector is a capital-intensive activity. The rationality in the work and development of the electricity sector comes 

down to the rationality of investment policy and to a lesser extent involves raising productivity and profitability of the sector 

when the investment is completed. Considering exceptional size and complexity of this sector, one of the properties is 

certainly the possibility of a complete system breakdown, i.e., accidental interruptions in the electricity supply which (due 

to the technical characteristics of the electricity sector) do not only affect individual consumers, but large (consumer) areas 

may also be affected by a contingency. The fact the electricity is considered an absolute necessity in a modern society just 

goes to show how essential it is for the functioning of today’s communities. Namely, every household and every company 

has a connection to the electricity grid. Out of all conventional energy resources, only electricity has the possibility to enter 

directly into households and production facilities. This indeed confirms that electricity has no real substitute. 

 

According to Tominov (2008, p. 258), electricity as an omnipresent and nearly irreplaceable energy resource serves to meet 

many needs, some of which are elementary, in all areas of life. Electricity costs are an integral part of the costs of producing 

all products and services, as well as living expenses. This means that the price of electricity directly and indirectly determines 

the level of the standard of living, directly through electricity consumption in households and indirectly through the prices 

of all products and services. Electricity was not only important for the development of the US and other developed (capitalist) 

countries (see Table 1), but it was also one of the foundations for development strategy in the former Soviet Union, and is 

equally important in developing countries. 

  

Table 1: World and per capita electricity consumption and average growth rate(s) 

 

Region Electricity 

consumption 

in 2018 (in 

billion kWh) 

Population in 

2018 (in 

million) 

Per capita 

electricity 

consumption in 

2018 (in 1000 

kWh) 

Average 

growth rate 

(1980-1989) 

Average 

growth rate 

(1990-2018) 

Africa 678 1,275.63 0.53 5.18% 3.26% 

Asia & 

Oceania 

10,995 4,179.68 2.63 6.07% 6.07% 

Central and 

South 

America 

1,089 515.70 2.11 4.92% 3.46% 

North 

America 

4,863 490.13 9.92 3.37% 1.33% 

Middle East 1,016 255.67 3.97 9.86% 5.93% 

Europe 3,442 627.36 5.47 2.56% 1.12% 

Eurasia 1,314 289.86 4.53 2.54% -0.29% 

World 23,398 7,634.04 3.06 3.67% 2.95% 

Source: made by the authors according to Dahl (2008) and EIA (2021) 

 

Among other relevant data, Table 1 contains average growth rates of electricity consumption starting from 1980s up to 2018. 

It can be noted that developing countries have higher average growth rates than the industrial world, especially Asia and 

Oceania and the Middle East. However, higher fuel prices in the 1970s and early 1980s, the maturing of the electricity market 

and the growing share of the service sector in the economy have slowed down the average growth rates (worldwide) from 

3.67% in the 1980s to current 2.95%. It is also evident form Table 1 that North America represents the area of the most 

intensive use of electricity in the world. Specifically, in North America, each consumer spends more than 9 megawatt hours 

(MWh) per year. In Europe (i.e., Western Europe) and Eurasia (i.e., Eastern Europe and the former Soviet Union), per capita 

electricity consumption comes to approximately half of the North America’s consumption. It should be emphasized that 

electricity consumption in Eastern Europe and the former Soviet Union decreased during the transition period. In period 

from 1980 to 1989, the average growth rate of electricity consumption in these regions was similar to Western Europe figures, 

showing how important electricity was for these former socialist economies. Other developing regions, especially Africa, 

consume significantly less electricity per capita.  

 

In conclusion, it should be noted that the connection of the electricity sector with literally all branches of the economy 

significantly complicates the plans of its development. When planning the electricity sector, or its individual parts, it is 
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necessary to plan at the same time the development of other energy sectors and the whole economy, to explore population 

growth, growth and development of cities, growth of living standards, trends of energy consumption (total and per capita), 

etc. Taken together, all of this makes electricity a commodity sui generis where the meaning of the term market takes on a 

completely different interpretation from its everyday meaning (Matutinović and Stanić, 2002). 

 

Electricity sector in Croatia: Out with the old 
 

Short overview of electricity sector in Croatia 
 

Hrvatska elektroprivreda d.d. (HEP Group)1 is the national energy company, which has been dealing with generation, 

distribution and supply of electricity for more than a century. In addition, in the last few decades it has been dealing with 

distribution and supply of heat energy and natural gas to consumers. Hrvatska elektroprivreda is organized as a concern, a 

group of connected companies (daughter companies). The parent company (parent body) of HEP Group is HEP d.d., which 

carries out the function of corporate governance of HEP Group and guarantees conditions for safe and reliable electricity 

supply to consumers. Within HEP Group, subsidiary companies that conduct regulated activities (transmission and 

distribution) are clearly separated (in terms of management, accounting and legal aspects) from companies that conduct non-

regulated activities (generation and supply).  

 

The installed electricity generating capacities in the Republic of Croatia include hydro and thermal power plants owned by 

the HEP Group, increasing number of wind power plants, other renewable-energy power plants and certain number of 

industrial power plants. Although there are 59 subjects with valid licences regarding electricity generation, the biggest one 

is HEP Proizvodnja d.o.o. (HEP Generation)2. By the end of 2019, electricity generation capacities in Croatia encompassed 

17 locations with hydro power plants, 7 locations with thermal power plants, one half of the installed capacities of the nuclear 

power plant Krško (located in the territory of Slovenia) and large number of renewable-energy power plants. Thermal power 

plants are gas-fired, coal-fired and liquid fuel-fired (only industrial plants). The majority owner of the generation capacities 

in the Republic of Croatia is HEP group (state-owned company), while private producers own renewable-energy (RES) 

generation capacities. By the end of 2019, total available capacities of all power plants in the Republic of Croatia amounted 

to 4,711.8 MW. Out of this amount, 1,781 MW is placed in thermal power plants, 2,199.7 MW in hydro power plants, 646.3 

MW in wind power plants, 84.8 MW in solar power plants. There is also 348 MW in the nuclear unit Krško (50% of total 

available capacity) used for the Croatian power system. 

 

These capacities do not include generating units in other countries from which the Croatian power system has the right to 

withdraw electricity based on capacity lease and share-ownership arrangements. The capacities in other countries are the 

following (EIHP, 2020):  

 

1) thermal power plant Gacko in Bosnia and Herzegovina (coal-fired) with total installed capacity of 300 MW (legal basis: 

shared ownership for 1/3 of capacity and power for a 25-year period); 

2) thermal power plant Obrenovac in the Republic of Serbia (coal-fired) with installed capacity 305 MW (legal basis: capacity 

and power lease based on a credit for construction.  

 

The capacity and power from the above-mentioned facilities is not available, as the status of these facilities has not been 

resolved yet. The open issues regarding the agreements on investments in these facilities refer to the duration period, the way 

of treatment of the invested funds and what pricing methods should be applied to electricity deliveries. 

 

Regarding electricity network (i.e., grid) capacities, its purpose is connecting the generators to end-users and combining the 

generation from power plants within the electricity sector with consumer supply pattern under given security criteria. Power 

network is divided in two parts (transmission network and distribution network) and HOPS is the sole electricity transmission 

system operator in the Republic of Croatia and the owner of the entire transmission network (400 kV, 220kV and 110kV 

included voltage levels). It has the license to carry out electricity transmission as a public service. Transmission capacities 

include 183 substations (6 with 400kV voltage level, 15 with 220 kV voltage level and 162 substations with 110 kV voltage 

level) with total lines length of about 7,759 kilometres (km). In the beginning of July 2013, Croatian transmission system 

operator (HOPS)3 has been unbundled from HEP Group, according to ITO model (Independent Transmission Operator) and 

the Electrcity Market Act (Official Gazette 22/13, 95/15, 102/15, 68/18, 52/19). 

 

On the other hand, HEP-Operator distribucijskog sustava d.o.o. (HEP DSO)4 conducts the distribution of electricity taken 

from the transmission network as well as selling, metering, billing and payment collection of delivered electricity. 

Distribution capacities include 26,567 substations (142 with 110 kV voltage level, 301 with 35(30)/10(20) kV voltage level 

and 26,124 with 10(20)/0.4 kV voltage level) with total lines length that amount to 104,176 kilometres. 

 

Within the HEP Group, HEP-Opskrba d.o.o. (HEP Supply)5 has been registered to supply electricity (heat energy and gas). 

According to the Croatian Energy Regulatory Agency (HERA)6, which issues licenses for energy activities, there are 10 
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more subjects (besides HEP Supply and HEP Elektra d.o.o.7 whuch supply almost entire market) with the licence for this 

specific energy activity.  

 

Electricity markt control and organization is performed by Hrvatski operator tržišta energije d.o.o. (Croatian Energy Market 

Operator-HROTE)8 which started to operate on April 4th, 2005. HROTE performs activities of organizing electricity and gas 

market as a public service, under the supervision of HERA. HROTE’s main responsibilities on the electricity market include 

issuing Electricity Market Rules, keeping records of participants on electricity market, registration of contractual obligations 

among market participants, preparation of a day-ahead market plan, settlement of balancing energy as well as analysing the 

electricity market and recommending measures for its improvement. 

 

Solution in search of a problem 
 

When the Energy Development Strategy of the Republic of Croatia was adopted in 2009, the basis for its development was 

a detailed SWOT analysis of the Croatia’s energy sector and its components (electricity sector, district heating sector, oil 

and natural gas sector, renewable energy resources). Specifically for the electricity sector (see Table 2), strengths and 

weaknesses relate to the internal characteristics of the sector, which include its construction, age, efficiency, ability to accept 

new capacities, interconnections, etc. Opportunities and threats relate to external factors that affect its future development 

and include legislative and regulatory framework, environmental protection, spatial planning, global geopolitical situation, 

primary energy prices, adoption of new technologies, education of professional staff, the emergence of competitive suppliers, 

regional market development, etc. 

 

Table 2: Croatian electricity sector - SWOT analysis 

 

Strengths Weaknesses 

- since the end of the Homeland War, there have 

been no major problems with electricity supply 

- good diversification of electricity generation 

structure 

- good construction of the electricity network (as a 

link between the networks of Central and Southeast 

Europe and as part of the so-called Mediterranean 

ring, the Croatian transmission network is well 

connected to the networks of neighboring countries 

with a large number of interconnection lines at 

transmission voltage levels (400, 220 and 110 kV) 

- the existing 400 kV network is built with the classic 

technique, so its transmission power can be (almost 

everywhere) doubled without new routes using new 

technologies 

- the Croatian transmission network follows the 

specific shape of the Croatian state territory, which 

enables the supply of all its parts 

- good geographical features for electricity transit 

- potentials for harvesting renewable energy 

resources 

- existing locations of thermal power plants suitable 

for construction of new units 

- expertise of HEP's workforce 

- experience and tradition HEP d.d. 

- age of generation capacities and gradual approach 

to the end of their lifespan 

- outdated technologies in generation plants and low 

efficiency of existing power plants 

- insufficient investments in new generation 

capacities in the previous period 

- business risks at the expense of the state 

- difficult adaptation to changing consumer 

requirements 

- weak impact on electricity consumers 

- large regional differences within Croatia with 

regards to network development (spatially dispersed 

consumption to developed and underdeveloped 

regions) 

- insufficient domestic energy resources to meet 

domestic electricity consumption, i.e., unbalanced 

generation-consumption nexus 

- long-term monopolistic position of HEP d.d. 

- neglecting the preservation of potential locations 

for the construction of thermal power plants and 

nuclear power plants 

- locations and potentials for harvesting renewable 

energy resources, especially the energy from small 

watercourses, limited by nature conservation 

requirements (i.e., ecological network of the 

Republic of Croatia - Natura 2000) 

Opportunities Threats 

- harmonization but also implementation of EU 

legislation and realization of a fully open and 

competitive electricity market  

- the emergence of competing suppliers 

- integration into the regional electricity market 

(Energy Community of Southeast Europe)  

- geopolitical position represents an opportunity for 

positioning on the market as a transit country 

(increasing the transmission capacity of the main 

- political influences on the electricity sector that 

prevent market development and produce suboptimal 

economic effects 

- high dependence on imported electricity 

- susceptibility to price shocks (unpredictability of 

energy prices on the world market), external market 

disturbances, economic and political pressures 

- insufficient and inadequate information of the 

public about the energy situation in the country 
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transit routes, with appropriate transit agreements, 

will enable potential additional income from the 

electricity transmission, i.e. network fee)  

- harmonization with European technological 

platforms (i.e., smart grids and meters)  

- timely investment in staff’s (i.e., development of 

vocational programs and lifelong learning programs)  

- application of efficient energy conversion 

technologies (advanced coal combustion 

technologies, high-efficiency gas power plants, 

cogeneration of heat and electricity, reduction of 

losses in the transmission and distribution network, 

encouragement of the so-called distributed electricity 

generation) 

- coordination of transmission network development 

planning not only between neighboring countries and 

at the regional level but also at the European level 

(cooperation of transmission system operators 

through ENTSO-E)  

- research, development and adoption of new 

technologies based on international cooperation and 

the use of EU structural funds and programs  

- creation of a stimulating legislative and regulatory 

framework for attracting domestic and foreign capital 

with the aim of realizing the necessary investments 

in the electricity sector 

- simplification of administrative procedures for 

obtaining permits and timely harmonization of 

spatial planning documents  

- change of perception and treatment of electricity 

from pure infrastructure activity to economic activity 

that contributes to national GDP and positive export-

import balance  

- opportunities for the development of domestic 

industry and employment, especially in the field of 

producing the equipment for harvesting renewable 

energy resources  

- environmental requirements as an additional 

incentive to use advanced, low carbon technologies 

- requirements and prohibitions in spatial planning 

documents 

- interruptions in the supply of natural gas to power 

plants 

- increasingly stringent environmental protection 

requirements (restriction of all development options) 

- political and public perception of electricity as a 

social, not a market good 

- privatization of the electricity sector 

- unfavorable weather conditions (drought or, for 

example, icy rain in the region of Gorski kotar at the 

beginning of February 2014 that caused severe 

damage to the electricity infrastructure) 

Source: made by the authors according to the SWOT analysis of the energy sector in the Republic of Croatia (2008) and the  Energy 

Development Strategy of the Republic of Croatia (Official Gazette 130/09)  

 

The SWOT analysis shows that, among other things, the Croatian electricity sector has an internal potential for change and 

adjustment. However, the external factors still have a relatively greater influence, primarily in the form of the so-called 

opportunities, to strategic decision-making within the sector, i.e., HEP d.d. as the (only) dominant company on the market. 

 

The basic goal of the Energy Development Strategy of the Republic of Croatia (Official Gazette 130/09) regarding the 

electricity sector is the secure supply of electricity at competitive prices formed on the open market. In order to achieve this 

goal, and based on the conducted SWOT analysis, priority actions and development guidelines for the electricity sector in 

Croatia at that time included: 

 

- creation and implementation of a favorable legal and regulatory framework for attracting investment and efficient 

functioning of the open electricity market (in accordance with the EU Directives);  

- development of the transmission network to enables secure supply of electricity on the entire Croatian teritorry, its 

positioning as a transit country and also its successful integration into the electricity markets of EU and the Energy 

Community;  

- revitalization, modernization and development of the distribution network;  

- use of renewable energy resources in electricity generation;  

- encouraging the so-called distributed electricity generation;9  

- implementation of economically viable measures for efficient use of electricity and consumption management; 
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- development of electricity as an industry that contributes to GDP through increased employment, investment and 

exports, construction of new generation capacities i.e., (regionally competitive power plants) to meet growing 

domestic electricity consumption and replacement of existing dilapidated power plants. 

 

Although SWOT analysis is a powerful planning tool, the fact remains that it is a kind of subjective assessment, usually 

without the use of the necessary analytical and methodological tools. According to Mintzberg (1994), SWOT analysis cannot 

be the only method because it is rooted in the current perceptions of the analyzed organization or sector.  

 

 

In with the new Energy Development Strategy: Towards low-carbon energy 
 

An additional problem in the Energy Development Strategy itself, although adopted in 2009, is that there was no 

implementation plan or program. So far, only one implementation program has been adopted, in May 2004, which referred 

to the first Energy Development Strategy from 2002 (Official Gazette 38/02). After its expiration, the implementation report 

was not adopted nor was it discussed in the Parliament. In the meantime, a second Strategy (from 2009) was adopted without 

the Parliament assessing the success of the previous Strategy. The Strategy from 2009 anticipated a four-year implementation 

plan for the period 2009-2012, but it was not implemented. It follows that the Energy Development Strategy is only a formal 

document that is/was not actually implemented (Boromisa, 2011). According to Jakovac and Vlahinić Lenz (2016), the 

Strategy from 2009 is an unnecessary document because it deals with a time horizon of only 10 years (until 2020). This is 

too short for anything significant to change in the energy sector (only the construction of energy facilities takes 4 to 5 years), 

let alone adequately consider all dimensions, development directions and policies that need to be supported. 

 

Therefore, there was almost an immediate need to revise / develop a new and more serious energy strategy, which should be 

renewed every 3 to 5 years (together with the analysis of achieved goals) and which should be preceded by a detailed energy 

sector’s development study. The revised strategic planning of the energy sector also includes the development of action plans 

(i.e., national plan, plans for public service providers and state-owned companies) with clearly defined deadlines. In addition, 

this strategic planning includes energy development programs of local governments and large energy consumers, which 

should be aligned with the national action plan. 

 

Therefore, the new Energy Development Strategy of the Republic of Croatia until 2030 with an outlook to 2050 (Official 

Gazette 25/20) was adopted in 2020. It represents a step towards achieving the vision of low carbon energy and ensures the 

transition to a new period of energy policy that provides affordable, secure and quality supply energy without additional 

burden on the state budget. This new Energy Strategy defines the optimal energy mix and development projects with the aim 

of ensuring the energy independence of the Republic of Croatia, with particular emphasis on strengthening the production 

of energy from renewable sources. In addition, special attention is paid to the security of supply, sustainability and 

competitiveness of the energy system. All of the above is in line with the objectives of the EU Directives in terms of reducing 

consumption, reducing greenhouse gas emissions, sustainability of energy development, competitiveness of the energy 

system and a positive investment environment. 

 

In the transformation of the energy sector into a sector of low greenhouse gas emissions, all sectors of energy production 

and consumption will participate, as well as the systems that transmit and supply energy and fuels to the consumers. In their 

transformation, energy systems must continue to fulfill their basic purpose, which is the secure supply of energy to all 

consumers at affordable prices and with minimal impact on the environment. The main determinants of changes in the energy 

sector are: 

 

- to strengthen the energy market(s) as a key component of energy sector development; 

- to fully integrate the energy market(s) into the international energy market, in particular the EU internal energy 

market; 

- to strengthen the security of energy supply through the growth of domestic production and through connecting the 

energy infrastructure; 

- to increase energy efficiency in all parts of the energy chain; 

- to continuously increase the share of electricity in energy consumption in order to reduce the consumption of fossil 

fuels; 

- to continuously increase electricity generation with reduced greenhouse gas emissions based on commercially 

available technologies, especially the use of energy from water, sun and wind and other renewables;  

- to direct the financial support for the development of the bio-economy and sustainable waste management; 

- to provide risk mitigation funds for demanding technologies and border line commercial technologies. 

 

In the time span as envisaged by the new Strategy (until 2050), and as far as the electricity sector is concerned, an increase 

in electricity consumption is expected, as well as an increase in the share of the so-called distributed generation. A change 

in the structure of electricity generation (i.e., ratio of centralized and distributed sources, energy storage, etc.) will affect the 
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amount of electricity transmitted through the network. These changes will require a change in the methodologies for 

calculating network usage fees. The transmission network will be dimensioned to support market transactions together with 

the elimination of possible market power of individual entities (due to restrictions on electricity transmission), economical 

acceptance of electricity generated in all power plants and maintaining satisfactory security of electricity supply. Electricity 

sector management techniques and procedures will be developed that will enable a high level of security, automation and 

coordination with other transmission system operators in the region and beyond. A significant increase in electricity 

generation (directly) at places of consumption is expected, especially in the area of solar energy utilization. The number of 

active consumers and consumers with their own production (the so-called prosumers) will continue to grow, as will their 

role in the electricity / energy market. 

 

In the context of electricity generation, the basic determinant of the development of electricity generation plants is 

decarbonization. The goal is to increase domestic electricity generation while simultaneously increasing the share of 

renewables and reducing the share of thermal power plants on fossil fuels (i.e., thermal power plants, public heating plants 

and industrial cogeneration plants). The existing coal-fired power plant will operate in accordance with the valid permits 

until the decommissioning and in accordance with the requirements of the climate and energy policy. The electricity 

generated from wind power plants and photovoltaic systems (as well as their share in total energy production) will be 

multiplied but under the assumption of market competitiveness of these technologies in relation to other generation 

technologies. By the end of the observed period, all the required quantities of electricity are supposed to be generated from 

domestic power plants, but the exchange with neighboring systems will also remain possible (i.e., net imports equal to zero).  

 

The development of the transmission network in the future will be determined by growth rates of electricity consumption 

and peak system load, locations and size of new generation facilities, expected opportunities in the wider electricity market 

(EU and Energy Community) and regular activities on the revitalization of network facilities in order to maintain their high 

operational readiness. The main objectives of the electricity transmission infrastructure are the following: 

 

- maintaining high reliability of the transmission system, security and uality of electricity supply; 

- accelerated integration of variable renewable energy into the electricity sector and greater availability of regulatory 

reserves in order to balance their variable production; 

- timely implementation of investment plans, especially capital investments that enable the integration of renewables 

into the electricity sector; 

- supporting market transactions on the territory of the state and in its surroundings so that the transmission network 

does not represent a restriction in competition;  

- revitalization and replacement of older / dilapidated network units;  

- increase of transmission capacities of individual lines intended for revitalization using HTLS conductors10 and 

reduction of losses in electricity transmission;  

- application of new technologies in transmission if they are techno-economically justified. 

 

Intensive integration of the so-called distributed sources into the distribution network, as well as the development of the 

electricity market, are rapidly changing the characteristics of the distribution network. The key commitments regarding the 

development of electricity distribution activities are: 

 

- single distribution system operator (with the aim of ensuring uniform quality and conditions regarding access and 

usage of the distribution network);  

- advanced metering system (with the aim of enabling network users’ flexibility, time-varying tariffs and direct 

consumption management);  

- advanced network (with the aim of intelligent integration of producers, consumers and those who combine these 

two functions, in order to ensure efficient, sustainable and secure electricity supply). 

 

In the context of further development of the electricity market, it is necessary to continue the started processes of cross-

border connection with neighboring markets, which will enable greater availability and possibility of electricity placement 

with lower transaction costs, as well as efficient use of cross-border capacities. A liquid and transparent market will send 

clear price signals for new investments and rational allocation of energy resources. As an additional and temporary measure, 

it is possible to introduce some of the capacity remuneration mechanisms (CRM) in case of the need to ensure the adequacy 

of generation capacities that are not commercially / market competitive. Further development of the electricity market, 

including intraday markets and their cross-border interconnection, will increase market functionality and enable efficient 

balancing of the system. Market mechanisms should be designed in such a way that all participants are responsible for the 

imbalances caused, but also ensure the availability of regulatory services according to market criteria, so that participants 

can mitigate or eliminate possible deviations in a timely manner. In this way, the necessary interventions of the system 

operator and the costs of electricity sector management will be reduced. 
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According to the energy transition scenarios presented in the new Strategy (Official Gazette 25/20), total investments amount 

to 378.9 billion HRK11 in the period from 2021-2050, which is an average of 12.6 billion HRK per year (or 3.5% of GDP). 

The part of investments related to the electricity sector amounts to 101.0 billion HRK or 26.7% of total investments (gradual 

energy transition scenario). According to the accelerated transition scenario, total investments amount to 461.7 billion HRK 

in the period from 2021-2050, which is an average of 15.4 billion HRK per year (or 2.9% of GDP). The part of investments 

related to the electricity sector amounts to 121.8 billion HRK or 26.4% of total investments.12 The projected total investment 

in the energy sector will be a strong stimulus and contributing factor towards low-carbon economy. 

 

Conclusion 
 

By analyzing all the presented facts, but also taking into consideration some empirical research (see for example Jakovac 

and Vlahinić Lenz, 2006; Jakovac, 2018), it can be concluded that electricity is an important input for Croatia’s economic 

growth. According to the Croatian Bureau of Statistics-CBS (2018), the importance of the electricity sector in Croatia can 

also be confirmed by the fact that half of the gross value added of the energy sector (i.e., 50.1%) relates to the supply of 

electricity (gas, steam and air conditioning). At the same time, the electricity sector is an infrastructure and entrepreneurial 

activity open to private investment, and the state / Government, as the bearer of energy policy, must therefore have sufficient 

and developed institutional and regulatory resources to achieve the basic strategic goal: secure electricity supply at 

competitive market prices. 

 

In order to ensure the dynamic and long-term growth and development of the Croatian electricity sector and consequently 

the growth of the Croatian economy, and as previously mentioned, it is necessary to ensure stable and secure electricity 

supply. The Republic of Croatia covers approximately 30% of its electricity needs from imports, which makes its electricity 

sector and the economy itself vulnerable from the aspect of electricity supply (EIHP, 2020). Avoiding a further increase in 

import dependence means that investments in electricity infrastructure must be increased and realized.  

 

Although fossil resources still dominate global energy consumption, decarbonisation and the transition to a low-carbon 

economy has already begun. Decarbonisation will encourage the changes in the energy sector, which will completely change 

the way energy companies operate and the functioning of energy markets. The future has already begun because the biggest 

changes in the energy sector in recent years are related to the exploitation of renewable resources. The new Energy 

Development Strategy (adopted in 2020) stands for the (new) concept of Croatia’s energy / electricity development and is 

based on new and clean technologies, innovation, and research so as to improve the quality of life and ensure the necessary 

transformation of the economy. 
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Abstract  
 
The student satisfaction in higher education covers the issues of students’ perceptions and experiences during their academic 
endurances in university. Each university tries to provide the best services and facilities to make students comfortable and 
happy during their life in university, but the acceptance level of students varies and it will make the difference in the 
satisfaction level of the services and facilities provided as well. The descriptive data presented in this article was used to 
measure the level of student satisfaction towards the university facilities provided by the university and government. This 
study involved 280 respondents comprising diploma, bachelor degree and post graduate students at a Malaysian Public 
University. An open-ended questionnaire with 10 Likert Scale was distributed to the respondents to identify the level of 
student satisfaction towards the facilities provided by the university. The one (1) to ten (10) scale measurements starting with 
one (1) - Very Strongly Dissatisfied to ten (10) - Very Strongly Satisfied have been used to measure the level of student 
satisfaction towards 14 facilities at the university. The findings showed that the highest satisfaction levels of students were 
towards the library and Islamic centre. In addition, the pattern of student satisfaction level identified was moving from 
moderate towards high level for the services and facilities provided by the university. This highlighted that most of the 
facilities provided by the university fulfilled the students’ requirements and needs. Thus, the students could focus on their 
studies, improve their talent and stay happy during their life in university. In the meantime, this result could be used by the 
university to improve their services and facilities for the students. 

Keywords: university facilities, higher education, student satisfaction, talent, environment. 

Introduction 

The global development in the era of the Industrial Revolution 4.0 has affected the higher educational institutions to begin 
drastic transformation. The implication is that teaching and learning delivery methods must be enhanced using technological 
applications and the curriculum structures should also be improved to keep abreast with current needs. These variations 
resulted in the changes of student learning approaches to be more interactive and aggressive in learning virtually. It also 
affected the emotions and satisfaction level of students at the university. Therefore, it is important for the university to ensure 
that students have good satisfaction level so that the university is a lively place to stay. 
 
Problem Statement 

Satisfaction is a feeling of happiness obtained when a person has fulfilled the needs and desires (Saif, 2014). According to 
Burgess et al. (2018), student satisfaction has never been considered as an important issue in the past. But, nowadays the 
issue of student satisfaction has started gaining attention among researchers (Bothaina et al., 2018; Weerasinghe et al., 2017; 
Burgess et al., 2018) because students are recognized as the university customers and the university is paying much more 
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attention towards the satisfaction of their customers. In addition, student satisfaction is the key to the success and survivability 
of the university. Therefore, it can be said that student satisfaction is referred to the student’s expectation of the university. 
The more the facilities and services provided by the university that make the students happy and comfortable, the more the 
satisfaction level increases and it will help them perform better at the university.  
 
Student satisfaction has a significant impact towards student life such as student retention (Hanssen & Solvoll 2015) and 
academic performance (Bryant and Bodfish, 2014) and it can make them happy (Sholeh, 2017). Happy individuals are more 
likely to offer help to others besides being creative in doing things, pro-social in society, charitable, and healthier both, 
physically and mentally (Kumar & Dixit 2017). They are also more optimistic and more positive towards other people 
(O'Connor & Graham 2019). According to Rey et al. (2019), students tend to be happier when they are satisfied with family 
and friends. 
 
Student satisfaction is influenced by different factors. Watson et al. (2017) stated that there are two groups of factors that 
influence student satisfaction which are personal factors such as age, gender, preferred learning style, Grade Point Average 
(GPA) and institutional factors which cover the quality of instructions, promptness of the instructor’s feedback, clarity of 
expectation, and teaching style. In the context of university factors, academic and environment factors play important role 
towards student satisfaction because both factors tend to contribute towards student stress as well (Dawit et al., 2018).  Dawid 
et al., (2018) also highlight that  there are two main factors that can contribute towards student stress: first, the academic 
stress which refers to teachers’ expectation, academic results, exams, peer pressures, time management, and course load; and 
second, the environmental stress such as transportation, weather, crowd, dormitory service, cafeteria, entertainment, and 
administration. David et al., (2018) and Pariat et al., (2014) also argue that the main sources of academic stress among 
students come from teachers, academic results, exam, peer pressures, time management, and course load. Furthermore, Alavi 
et al., (2020) state that academician happiness will effect student happiness and satisfaction indirectly. In addition, placing 
student in the local community also will help them broaden the view and the scope in developing the required knowledge 
and skills (Palpanadan et al., 2020). All of these factors will affect students’ emotion and psychology that can cause students 
to perform poorly in their academic.  
 
Thus, it is important for the university to identify the factors that will contribute to student satisfaction to ensure that they 
can perform better. According to Weerasinghe et al., (2017) and Van den Bogerd et al. (2018), university environment has 
an important effect towards student satisfaction with facilities such as internet, computer, photocopying, parking, quality 
lecturers, quality physical facilities and effective use of technology (Koydemir & Sun-Selışık (2016), contacts with fellow 
students, course content, learning equipment, stocking of libraries, teaching quality and teaching or learning materials (Blazar 
& Kraft, 2017). Wilcox & Nordstokke (2019) stress that Grade Point Average (GPA) is the most influential factor of student 
satisfaction. Therefore, this study tries to identify the level of student satisfaction towards the facilities provided by the 
universities and the most needed facilities by the students.  
 
Student Satisfaction 

Student satisfaction is a short-term attitude, resulting from an evaluation of a student’s educational experiences (Weerasinghe 
et al., 2017). Education life comprises students’ perception on what they perceive from the institution than what they deserve. 
Bücker et al. (2018) stated that student satisfaction influences their subjective wellbeing and success in relationships with 
others, performance and own physical functions. As stated by Ramsey & Lorenz (2016), satisfaction will affect individual 
happiness and most of the happy people tend to act prosocial in social system. In line with that, Bothaina et al., (2018) 
indicated that the overall student satisfaction could be improved by enhancing elements that could change students’ attitudes 
and perceptions and make them feel happier and more satisfied with their overall life experiences in the university.  
 
Students spend the whole day in university area including the residential collage. Their engagement with university and 
residential collage environment will significantly affect their emotion and behaviour and thus, this is the reason for them to 
be satisfied with all the service and facilities provided by the university. According to Holmes (2018), students’ sense of 
belonging and caring about school results require emotional engagement. If they can spend their time meaningfully and 
joyfully with the lecturers, administration staff and other students, their attitudes will be positive and this would directly 
affect their academic performance. At the same time, it will encourage them to involve in the university events and curricular 
activities. Kangas et al., (2017) found that student satisfaction is also affected by their emotional environment and it will 
influence the level interest in being at school. As stated by Wilkins et al. (2016), the most important influences on student’s 
level of satisfaction are social relationship, resources and educational environment, personal goal achievment, and 
extracurricular activities. 
  
A study conducted by Uğur and Eyüp (2014) indicate that student satisfaction may affect their mental health, academic 
motivation, academic performance, and peer relationships. Besides, satisfaction can also motivate students to work harder 
and achieve success (Bothaina et al., 2018). Bryant and Bodfish (2014) found that the higher the student satisfaction level is, 
the higher the number of students graduating from the university. This proves that university environment such as university 
facilities, location , job prospects, costs of studying, reputation (Thor-Erik and Solvoll 2015), workspace facilities, laboratory 
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facilities, teaching facilities, general purpose facilities, facility maintenance, campus accessibility and movement, outdoor 
areas and faculty services, academic experience, student support facilities, campus life, social integration (Nara, 2015) have 
significant correlation with student satisfaction and academic performance as well.  
 
Research Objective 

This Research was conducted to observe the level of student satisfaction in terms of facilities provided by the university. The 
study aims to indentify the important facilities and the facilities that need to be improved by university to increase the level 
of students satisfaction. Meanwhile, the hypotheses of this study are: 
 
Hipotesis 1 (H1):  
The level of student satisfaction was in range with the facilities profided by the university. 
 
Hipothesis 2 (H2):  
There is a relationship between the quantitative data in this study and qualitative data from the previous study. 
 
Research Methodology 

This study was conducted in one of the Malaysian Public University, which is located at the southern part of Malaysia. This 
study involved 280 respondents who were randomly selected using the table of Krejcie and Morgan (1970). Data from the 
respondents were obtained by carrying out a survey using questionnaire and the sampling method was conducted in this 
study. The respondents comprised diploma, bachelor degree and post graduate students from various courses. This 
descriptive research is designed using questionnaire as an instrument which is self-developed by taking into account and 
brain storming all the facilities provided by universities. The facilities provided by the university that may have affected the 
student satisfaction (as a dependent variable) was illustrated in the research framework as shown in Figure 1. 
 

 
Fig 1. Research framework 

An open-ended questionnaire with 10 Likert Scale was distributed to respondents to identify the level of student satisfaction 
towards the facilities provided by the university. The scale starts with one (1) which means Strongly Dissatisfied to ten (10) 
which means Strongly Satisfied. SPSS version 26.0 was employed to obtain the reliability index ascertained by Cronbach’s 
Alpha Coefficient for the scale. The findings showed the rate of the facilities provided as a high level of student satisfaction 
and vice versa. A total of 14 facilities and services provided were evaluated including bursary, student health centre, library, 
sport centre, Islamic centre, collage residential, auto-teller machine, transportation, wireless, toilet, cafeteria, cleanliness, 
welfare, and parking area. Descriptive analysis was conducted to identify the frequency of scores. The scores were ranked 
from the first to fourth place to identify the services and facilities with the highest satisfaction level among students. The 
results of the services and facilities were presented separately which allowed the researchers calculate the frequency of raw 
data and identify the highest score of the scale. 

Result and Discussion  

 
As shown in Table 1, the survey was administered on 280 students representing the sample size in a Malaysian Public 
University. A total of 93 out of 280 respondents were males (33.2%) and the rest were females (66.8%). Based on the data, 
majority of the respondents were Malays (64.3%, n=180) followed by Chinese (16.8%, n=47) and others (16.1%, n=45). 
Meanwhile, only a small number of Indians participated in this research which was 2.9% (8 respondents). There were three 
groups of respondents involved in this research from three academic levels: Diploma, Bachelor Degree and Post Graduate. 
The findings showed that the majority of the respondents (92.9%, n=260) were from bachelor degree, followed by post 
graduate students (5%, n=14) and only 2.1% (n=6) respondents from diploma level. The analysis was guided by the main 
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objective which was aimed at determining the students satisfaction based on the facilities provided by the university. The 
validity of the reliabiliy index instrument test using Cronbach's Alpha was 0.89. According to Sekaran (2009), Cronbach's 
Alpha value greater than 0.6 is considered to have a high reliability value. 
 

Table 1: Demographic Factor Analysis of Respondents 

Category Frequency Percentage (100%) 

Gender  
Male 93 33.2 
Female 187 66.8 

Total 280 100 

Ethnic  
Malay 180 64.3 
Chinese 47 16.8 
Others 45 16.1 
Indian 8 2.9 

Total 280 100 

Academic level  

Bachelor Degree 260 92.9 
Post Graduate 14 5.0 
Diploma 6 2.1 

Total 280 100 

 
All the facilities were measured using 10 Likert Scale as shown in Table 2. Table 3 indicated 14 facilities provided by the 
university that have been identified to be measured by the students which were the bursary, health centre, library, sport 
centre, the Islamic centre (religion), residential college, auto-teller machine, transportation system, wireless internet, toilet, 
cafeteria, cleanliness, student welfare, and parking lot area. After collecting data, the levels of the scores (between 1 to 10) 
were identified. 

The frequency analysis showed that majority of the students were satisfied with the facilities provided by the university and 
the rate of the satisfaction level started with scale six (6). The highest frequency rate was at scale eight (8) with five score, 
which were the bursary (f=56), health care centre (f=61), residential collage (f=62), auto-teller (f=55) machine and 
cleanliness (f=57), followed by scale seven (7) with four (4) score for sport centre (f=57), transportation (f=45), wireless 
internet (f=43) and cafeteria (f=70), scale six (6) with three (3) score which were the toilet (f=56), welfare (f=56) and parking 
lot area (f=56) and the scale 10 with two (2) score for library (f=60) and Islamic centre (f=67). These findings revealed that 
the highest satisfaction levels of the students were at the library (f=60) and Islamic centre (f=67).  

 
Table 2: Ten Likert Scale Measurement of Student Satisfaction Level 

1  10 

Very Strongly 
Dissatisfied 

 
Very Strongly 

satisfied 
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Table 3: The List of Facilities Provided by the University 

 
Table 4 shows the total rating of the respondents towards bursary services at the university. About 20% of the respondents 
stated their level of satisfaction at scale 8 for bursary services at the university, followed by the rating at scale five (5) which 
was 18.2% and scale six (6) about 17.5%. These three (3) scales had higher rating and it showed that the level of student 
satisfaction towards bursary services was from moderate to high level.  

   
Table 4: The Satisfaction Level on Bursary Services at the University 

 

 Frequency Valid Percent 

Scale 

1 6 2.1 
2 3 1.1 
3 12 4.3 
4 15 5.4 
5 51 18.2 
6 49 17.5 
7 48 17.1 
8 56 20.0 
9 18 6.4 

10 22 7.9 
Total 280 100.0 

 
Table 5 presents the data on the respondents’ level of satisfaction on health centre at the university. Half of them (225 
respondents) rated the scale from six (6) to ten (10) for the service centre provided. This showed that the majority of the 
respondents had a great pleasure with the university’s health centre service. Only 55 of them rated the services given by the 
health centre from one (1) to five (5) scale. In line with this finding, Muhammad Alshurideh (2014) in his study also found 
that students were satisfied with the medical service centre’s location and service process, doctors, experience, cleanliness, 
and treatment by employers. Meanwhile, only a small number of them were dissatisfied with appointment waiting time. 

 
Table 5: The Satisfaction Level on Health Centre Services at the University 

 

 Frequency Valid Percent 

Scale 

1 6 2.1 
2 5 1.8 
3 3 1.1 
4 9 3.2 
5 32 11.4 
6 48 17.1 

Scale 1 2 3 4 5 6 7 8 9 10 

Types of Facilities           
Bursary 6 7 12 15 51 49 48 56 18 22 
Health Centre 6 5 3 9 32 48 38 61 42 36 
Library 2 2 2 4 21 29 38 59 63 60 
Sport Centre 5 1 3 15 55 46 57 50 23 25 
Islamic Centre  1 1 2 8 51 40 25 53 31 67 
Residential Collage 4 8 9 8 49 38 55 62 23 24 
Auto-teller Machine 9 5 9 10 32 42 49 55 31 38 
Transportation Centre 16 10 20 34 44 43 45 34 20 14 
Wireless Internet 32 12 27 26 30 42 43 40 16 12 
Toilet 10 11 17 16 49 56 48 37 20 16 
Cafeteria 7 10 9 15 48 57 70 43 10 11 
Cleanliness  8 5 8 13 36 48 54 57 35 16 
Welfare 25 10 13 19 39 56 50 32 19 17 
Parking lot 25 10 13 19 39 56 50 32 19 17 

Total      3 4 5  2 

Rank      3 2 1  4 
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7 38 13.6 
8 61 21.8 
9 42 15.0 

10 36 12.9 
Total 280 100.0 

 
As shown in Table 6, only a small number which was 2.8% (n=8) of respondents rated the scale nearly Strongly Dissatisfied, 
which was from scale four (4) to one (1) towards the library services. Based on the data, most of the respondents (about 
n=272) were satisfied with the whole management system provided by the library including the environment, cleanliness 
and borrowing and returning system and others. Kassim (2017) in his study also found that most of the students were satisfied 
with the university environment including the library. 

 
Table 6: The Satisfaction Level on Library Services at the University 

 

 Frequency Valid Percent 

Scale 

1 2 .7 
2 2 .7 
3 2 .7 
4 4 1.4 
5 21 7.8 
6 29 10.4 
7 38 13.6 
8 59 21.1 
9 63 22.5 
10 60 21.4 
Total 280 100.0 

 
Table 7 describes the respondents’ rating responses of the sport centre services at the university. Of those 280 students, only 
48 respondents rated very closely to Strongly Satisfied for sport centre services and only six (6) respondents rated very 
closely to Very Strongly Dissatisfied scale. The data indirectly showed that most of the respondents had a moderate level of 
satisfaction with the sport centre service provided in the university with scale from three (3) to eight (8). In addition, only a 
small number of respondents were interested in exercising or obsessed with exercise. In the study conducted by Masnita et 
al., (2017), there were four factors that showed significant relationship with student satisfaction towards the university’s 
sport centre which were tangible, responsive, reliability, and assurance. 

 
Table 7: The Satisfaction Level on Sport Centre Services at the University 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
The data showed that most of respondents were very satisfied with the facilities provided by the university. As presented in 
Table 8, 23.9% respondents out of 280 rated Very Strongly Satisfied to Islamic Centre services at the university. Even though 
the respondents in this research consisted of multi ethnic groups, the data still showed the trend of satisfaction level was 
close to Satisfied as it showed higher rates from 5 to 10 scale. As mentioned by Gunawan & Wahyuni (2018), personal 
development opportunities programmes which were always being offered by the religious centre contributed to student 
satisfaction.  

      
 

 Frequency Valid Percent 

Scale 

1 5 1.8 
2 1 .4 
3 3 1.1 
4 15 5.4 
5 55 19.6 
6 46 16.4 
7 57 20.4 
8 50 17.9 
9 23 8.2 

10 25 8.9 
Total 280 100.0 
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Table 8: The Satisfaction Level on Islamic Centre Services at the University 

 

 Frequency Valid Percent 

Scale 

1 1 .4 
2 1 .4 
3 2 0.6 
4 8 2.9 
5 51 18.2 
6 40 14.3 
7 25 8.9 
8 53 18.9 
9 31 11.1 
10 67 23.9 
Total 280 100.0 

 
Table 9 shows the satisfaction rating done by the respondents on collage residence at the university. Majority of the 
respondents stated they were satisfied with the collage residential environment where more than half of the respondents 
presented their satisfaction level from 5 to 10 (Strongly Satisfied).  Meanwhile, only 78 out of 280 respondents rated their 
level of satisfaction at the moderate to very low dissatisfaction level. Supporting this findings, Uğur and Eyüp (2014) found 
that students who lived in school dormitories had higher life satisfaction than those who resided with their families.  

 
Table 9: The Satisfaction Level of Residential College Service by the University 

 

 Frequency Valid Percent 

Scale 

1 4 1.4 
2 8 2.9 
3 9 3.2 
4 8 2.9 
5 49 17.5 
6 38 13.6 
7 55 19.6 
8 62 22.1 
9 23 8.2 

10 24 8.6 
Total 280 100.0 

 
As described in Table 10, the data showed that most of the respondents (88%) stated their satisfaction on the auto-teller 
machine (ATM) provided. Meanwhile, only a small number showed the response of Very Strongly Satisfied (8.2%). 
According to Bashir (2014), a high number of respondents were satisfied with the types of ATMs they used both in term of 
their mode of operation and access. In the university context, ATMs were located at the open area with high security system.  

 
Table 10: The Satisfaction Level on Auto-teller Machine provided by the University 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 Frequency Valid Percent 

Valid 

1 9 3.2 
2 5 1.8 
3 9 3.2 
4 10 3.6 
5 32 11.4 
6 42 15.0 
7 49 17.5 
8 55 19.6 
9 31 11.1 
10 38 13.6 
Total 280 100.0 
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Table 11 shows the findings of student satisfaction with the transportation service provided by the university. The analysis 
showed that there was a slight difference between the response of Strongly Satisfied (55.7%) and Strongly Dissatisfied 
(44.3%). However, the response of Strongly Satisfied and Strongly Dissatisfied showed an equal figure which was 5% of 
Strongly Satisfied and 5.7% of Strongly Dissatisfied. This finding was in line with Gholamreza and Li Zeyun (2014) which 
found that the level of student satisfaction on transportation service provided by the university were mixed and the percentage 
of bus schedule were highest in neutral without any difference between agree and strongly agree scales which showed that 
most of students were comfortable with the bus schedule.  

 
Table 11: The Satisfaction Level on Transportation Services Provided by the University 

 

  Frequency Valid Percent 

Valid 

1 16 5.7 
2 10 3.6 
3 20 7.1 
4 34 12.1 
5 44 15.7 
6 43 15.4 
7 45 16.1 
8 34 12.1 
9 20 7.1 

10 14 5 
Total 280 100 

 
The student level of satisfaction on wireless internet coverage is shown in Table 12. The analysis found that the highest 
response to this service was in a satisfied level where 43 respondents out of 280 chose ‘Satisfied’ level at the scale of seven 
(7) followed by 32 responses of the respondents who chose the ‘Strongly Dissatisfied’ pattern to a scale of one (1). However, 
most of the responses still showed the tendency of the satisfied level with the wireless services provided by the university. 
Supporting this finding, Dang et al. (2016) also stated that the good internet and computer services provided by the university 
influenced student satisfaction at the university. 

 
Table 12: The Satisfaction Level on Wireless Internet Coverage Provided by the University 

 

  Frequency Valid Percent 

Valid 

1 32 11.4 
2 12 4.3 
3 27 9.6 
4 26 9.3 
5 30 10.7 
6 42 15 
7 43 15.4 
8 40 14.3 
9 16 5.7 

10 12 4.3 
Total 280 100 

 
Table 13 shows that most of the students’ responses regarding the level of satisfaction with the toilet services provided were 
at moderate level, which were between the scales of five (5) to eight (8) which comprised 67.8%. This finding showed that 
the level of toilet services provided needed to be improved in several aspects like cleanliness, leaking, ventilation, and others. 
Besides, based on Table 13, the respondents' level of satisfaction with the toilet services was still inclined towards Strongly 
Satisfaction. This data was supported by Musa and Rozilah (2015), who stated that students were satisfied with the provision 
of toilet facilities (40%), toilet location (34%), sharing toilet (37%) and about the cleanliness of the toilet (38%).   
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Table 13: The Satisfaction Level on Toilet Provided by the University 

 

  Frequency Valid Percent 

Valid 

1 10 3.6 
2 11 3.9 
3 17 6.1 
4 16 5.7 
5 49 17.5 
6 56 20 
7 48 17.1 
8 37 13.2 
9 20 7.1 

10 16 5.7 
Total 280 100 

 
Based on Table 14, the majority of the students’ responses show that they were satisfied with the cafeteria services provided 
by the university. More than 50% of respondents showed the tendency of satisfied at scale 6 (20.4%), followed by scale 7 
(25%), scale 8 (15.4%), scale 9 (3.6%) and scale 10 (3.9%). However, there were still some students who showed their 
satisfaction level at a very low level, which was 2.5% at scale 1. According to Dayana and Norazah (2018), it is important 
for the university cafeteria operators to uplift student satisfaction of food services at their cafeterias by enhancing ambiance 
such as installing decorations that project a warm and cosy environment.  

 

Table 14: The Satisfaction Level on Cafeteria Services Provided by the University 

 

  Frequency Valid Percent 

Valid 

1 7 2.5 
2 10 3.6 
3 9 3.2 
4 15 5.4 
5 48 17.1 
6 57 20.4 
7 70 25 
8 43 15.4 
9 10 3.6 

10 11 3.9 
Total 280 100 

 
Table 15 shows that more than half, which is 210 respondents giving a positive response on the aspect of cleanliness at the 
university starting from scale number six (6) to ten (10). On the other hand, only 70 out of 280 students expressed their level 
of satisfaction in the negative side which was from the scale of five (5) to one (1). Muhsin et al., (2020) indicated that most 
of the staff and students appreciated the university facilities and the overall appearance and cleanliness, and cleanliness of 
the university’s outdoor area showed a connection with the overall satisfaction towards the university.  
 

Table 15: The Satisfaction Level of Cleanliness at the University 

 

  Frequency Valid Percent 

Valid 1 8 2.9 
2 5 1.8 
3 8 2.9 
4 13 4.6 
5 36 12.9 
6 48 17.1 
7 54 19.3 
8 57 20.4 
9 35 12.5 
10 16 5.7 
Total 280 100 
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The findings showed that the respondent’s level of satisfaction on student welfare was covered by the university positively. 
Table 16 shows that 210 respondents rated their responses at satisfied scale from six (6) to ten (10). There was only a small 
number (70 respondents) who were less satisfied with the welfare element provided by the university. The response pattern 
on dissatisfied level was significantly noticeable at scale 5 (39 respondents) and scale 1 (Strongly Dissatisfied) with 25 
respondents compared to scale 2 (n=10), scale 3 (n=13) and scale 4 (n=19). Based on previous studies, the factor such as 
student support facilities (Annamdevula & Bellamkonda (2016), campus support services, campus safety and security (Calitz 
et al., 2020), professional (Zapko et al., 2018) and comfortable environment (Mazirah et al., 2015) and university 
environment can be identified as a welfare element which can contribute to the satisfaction of students. Therefore, it is 
important to ensure that those factors would be provided by the university efficiently.  

 
Table 16: Student Welfare Element Which Covered by the University 

 

  Frequency Valid Percent 

Valid 

1 25 8.9 
2 10 3.6 
3 13 4.6 
4 19 6.8 
5 39 13.9 
6 56 20 
7 50 17.9 
8 32 11.4 
9 19 6.8 

10 17 6.1 
Total 280 100 

 
As presented in Table 17, the data shows that the level of student satisfaction in parking lot areas provided was good.  The 
higher rate of their satisfaction level was on scale 6 with 56 responses followed by scale 7 with 50 responses. However, the 
responses on scale 1 also showed a high rate with 25 responses. It showed that some students did not agree with the parking 
system set by the university. Agreeing with this finding, Weerasinghe et al., (2017) also found that parking lots provided by 
the university had a relation with the student satisfaction for the university facilities.  

 
Table 17: Parking Lot Area Provided by the University 

 

  Frequency Valid Percent 

Valid 

1 25 8.9 
2 10 3.6 
3 13 4.6 
4 19 6.8 
5 39 13.9 
6 56 20 
7 50 17.9 
8 32 11.4 
9 19 6.8 

10 17 6.1 
Total 280 100 

 
Conclusion 

 
This research concentrated on one case study involving university facilities where the results are transferable and can be used 
to other, similar institutions. The data revealed that most of the students were satisfied with all the services and facilities 
provided by the university. The satisfaction level showed a positive trend from the moderate level of satisfaction to the 
highest level of satisfaction with a minimum score of six (6) to the highest score of ten (10). Considering the fact that the 
student happiness is a significant factor to make students happy during their life at the university, the university should not 
take for granted regarding the facilities provided. Some of the facilities need to be upgraded in line with the current demand 
such as the internet wireless coverage which is one of the most required elements in the era of Industrial Revolution 4.0.  The 
data presented in this article will also be useful for further detailed analysis. In future, it is hoped that the model will be 
enhanced for  future debates in terms of performativity and professionalism as well as improvement in an analytical tool. 
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Further studies should explore these interactions more closely to incorporate the students’ perspectives related to university 
management as well as education. 
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Abstract  
 
The annoucement of the restrited movement control due to the COVID-19 pandemic could bring food shortage fear among 

the netizens. Thus, this paper presents the descriptive data and analysis on goods purchasing behaviour among consumers 

immediately after the announcement of the first phase of Movement Control Order (MCO). A survey was conducted 

throughout the country including Sabah and Sarawak using an open-ended questionnaire that was distributed online. A 

quantitative method with a descriptive research design was adopted to explore insights obtained from the  data collected in 

relation to the objective of the research. A total number of 485 adults from 14 states provided valid responses to the online 

questionnaire. Primarily, the questionnaire solicited open-ended responses about the participants’ involvement pertaining 

to goods purchasing activities and items that they prioritized in purchasing when the first MCO was announced. In 

conclusion, the findings provided an initial record of the important goods that consumers looked for that they felt could 

help them to survive during the MCO period. 

Keywords : Movement Control Order, panic buying, purchasing activities, World Health Organization.   

Introduction 

The term Coronavirus 2019 is derived from the severe acute respiratory syndrome Corona virus 2 (SARS-CoV-2-) and also 

known as COVID-19. The virus has spread globally and caused a global concern as the number of fatal cases of infected 

patients showed a significant increase. Almost all the countries in the world have been infected by this disease enormously 

where a huge number of infections are taking places especially in United States, United Kingdom (UK), Italy, Spain and 

Asian countries such as Japan, Republic of Korea, Vietnam, Philippines, Singapore, Thailand, Indonesia and Malaysia as 

well (BBC News, 2020). The first COVID-19 case was said to have originated from three Chinese citizens who entered 

Malaysia via Johor from Singapore in January 2020 (Hassan, 2020).  

A dramatic spread of the virus took place on March 16, 2020 when 553 cases were recorded (Omar, 2020). The Malaysian 

government has since then, acted in accordance to the procedures stipulated by the World Health Organization (WHO). 

The government has also sought advice from experts to break the chain of infection.  Since the number of infections in 

Malaysia dramatically increased, the government then, decided to announce the first phase of Movement Control Order 

(MCO) to all Malaysians for two weeks (Tang, 2020). As an immediate consequence to this announcement, some 

Malaysians experienced panic buying situation (New Straits Times, 2020b). 

Panic buying is a problematic situation that can cause uncommon strain on supermarket retailer and their supply chains. 

When this situation happens, the necessities product will become limited. Although the Deputy Minister of Domestic Trade 
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and Consumer Affairs, Datuk Rosol Wahid has given the statement that the supply of essential goods is always sufficient 

throughout the country facing the period of transmission of Covid-19 (Sinar Harian, 2020), there are people who have a lot 

of mistrust on the public representatives and government. Panic buying also happens due to the existence of diverse 

information facilitated by the social media that spreads the misinformation and false rumor. Arafat et al. (2020) suggest 

that the media must be responsible and very careful in reporting panic buying so that the public behavior is more 

controlled. 

According to the mental health experts, panic buying was also closely related to the mental health that led to panic and 

frenzied hypochondriacal thinking (Chung, 2020). As the COVID-19 pandemic keeps spreading and devastate nations 

around the world, its affect on psychiatric and psychosocial wellbeing is still attracting tremendous attention. It may refer 

to the occurrence of a sudden increase in the purchase of one or more basic goods in excess from the normal need which is 

triggered by the adversity, which is usually a catastrophe or an epidemic resulting in an imbalance between supply and 

demand. Many of the current literature focuses on general mental health effects such as depression, tension, anxiety, drug 

use, loneliness on vulnerable groups such as frontline health workers, elderly, homeless, and pregnant women (Kar et al, 

2020). One noticeable pattern in COVID-19 pandemic across several countries is the panic buying recently which is much 

observed in earlier outbreaks (New Straits Times, 2020a). 

Because the COVID-19 epidemic has attracted the attention of people around the world, a large number of people is aware 

of the basic elements of the disease. As the global COVID-19 threat continues, it is vital to upgrade the knowledge about 

the outbreak (Bhagavathula et al, 2020). Furthermore, when anxiety affects larger population, it can result in panic 

purchases, leading to running out of resources (Leung et al., 2003). Roy et al. (2020) found that about one in three 

participants had a desire to buy and stock up goods at home. This panic behaviour during the outbreak of the COVID-19 

does not only affect the community, but also worsens the economic situation. This is because buying in large quantities by 

most consumers at one time will lead to market manipulation. Therefore, it is necessary to explore the pattern of essential 

goods chosen by consumers especially in wet and dry food, beverages and heathcare product during the implementation of 

MCO. This will help to understand consumer behavior and build supply chain systems that are more resilient to pandemics. 

Research Methodology  

This study was conducted in Malaysia including Sabah and Sarawak. An online survey was made available through Google 

form between 25th of March to 7th April 2020. The survey was carried out to identify the preferences among Malaysian 

when choosing goods during the first phase of MCO. The survey was carried out between 18th of March to 31st of March 

2020. The questionnaire consisted of three (3) sections. Section A focused on demographic items including gender, age, 

ethnic and states of consumer. Section B consisted of items to find out whether the respondents were involved in panic 

buying. It also focused on finding out the goods that respondents prioritized during the pandemic situation. Finally, Section 

C asked the respondents to rate items they bought from the most important to the least important. The targeted respondents 

were participants whose age were of 15 years old and involved in goods purchasing activities after the announcement of 

MCO.  

Only respondents who expressed willingness to have their data published for the public were included. Their names or 

personal identifiers were not collected. A total of 485 responses were logged after removing invalid cases such as 

incomplete responses and missing values. The data were analysed with the help of descriptive and inferential statistical 

techniques. The questionnaire items were developed by providing with 4-mark scale measurement which were 1- Most 

important, 2- important, 3- not really important, 4- not important at all. The level of interest of goods was classified 

between the most to the least important with the indicator based on the mean score as shown in Figure 1.  

  

1.00  4.00 

Most important  Not important at all 

Fig 1: Indicator of goods interest by consumers. 

 

Result and Discussion 

As shown in Table 1, a survey was administered on 485 consumers representing Malaysian citizens. 287 (59.2%) of the 

respondents were women and the rest were 198 (40.8%) men. Majority of them were Malays (75.5%), followed by 

others (13.2%), Chinese (8.9%) and Indians (2.5%). Most of the respondents (34%) were in between 45-59 years old, 

followed by 25-34 years old (26.8%), 35-44 years old (21.2) and a small number were 15-34 years old (14.8%). The 

Mean score 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

855



 

 

ranges of age among these respondents were considered significant as they usually involved the breadwinners of the 

family who carried out the responsible of taking care of the other family members.  

A total of 249 (51.3%) respondents lived in cities and the rest resided in rural (20.6%) and suburban ares (28%). The 

data showed that more than half or 312 (64.5%) respondents were married while 156 (32.2%) were single. Meanwhile, 

only 17 or 3.5% of them were divorced. In terms of income, most of the respondents (43.8%) belonged to B40 group 

which had household income less than RM4000 per month. On the other hand, 28% of the respondents belonged to M40 

and T40 income group respectively.  M40 referred to citzens with household income between RM 40001 to RM 8000 

per month while T40 referred to those with household income of more than RM 8000 (Othman, et al., 2020). Ringgit 

Malaysia (RM) is the currency of Malaysia. From this study, the person in B40 with the salary rate below than RM4000 

was more likely to be involved in panic buying compared to M40 and T20. The conclusion that could be made for this 

situation to happen was due to the price of the items and food security during pandemic. B40 citezens were likely to buy 

the items of low prices (Z. Othman & Ibrahim, 2020). If the items were running out in stock with high demand, the 

vendors might increase the price of the items (Ferreira et al, 2016). 

This study included respondents from 14 states of Malaysia. Therefore, the data collected could represent the scenario 

of goods purchasing activities among Malaysians upon the announcement of the first phase of the Movement Control 

Order (MCO) by the Malaysian Primer Minister, Tan Sri Muhyidin Mohd Yasin. There were three (3) states that 

showed high number of representations. They were Selangor which was represented by 18.8% respondents, followed by 

Melaka (13%) and Johor (11.5%). Meanwhile, the remaining states contributed to less than 10% of respondents’ 

involvement. Based on the findings, the people who lived in city area were the largest group involved with panic 

buying. This finding was due to the availability of internet connection in city area where the news and rumours spread 

like wildfire on social media (Arafat et al., 2020).  

Table 1: Respondents’ Demographic Data 

Item Frequency (f) Percentage (%) 

Gender 

Men 198 40.8 

Women 287 59.2 

Total 485 100 

Ethnic 

Malay 366 75.5 

Chinese 43 8.9 

Indian 12 2.5 

Others 64 13.2 

Total 485 100 

Age 

15 - 24 years old 72 14.8 

25 – 34 years old 130 26.8 

35 – 44 years old 103 21.2 

45 – 59 years old  165 34.0 

60 years old & above 15 3.1 

Total 485 100 

Residential Area   

Rural 100 20.6 

Suburban 136 28.0 

City 249 51.3 

Total 285 100 

Marriage Status   

Single 156 32.2 

Married 312 64.3 

Divorced 17 3.5 

Total 485 100 

Income   

< - RM4000 (B40) 212 43.7 

RM40001 – RM8000 (M40) 136 28 
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RM80001 - > (T40) 137 28.2 

Total 485 100 

State 

Perlis 6 1.2 

Kedah 36 7.4 

Penang 17 3.5 

Perak 34 7.0 

Selangor 91 18.8 

Federal Territory 22 4.5 

Melaka 63 13.0 

Negeri Sembilan 42 8.7 

Johor 56 11.5 

Pahang 17 3.5 

Kelantan  18 3.7 

Terengganu 23 4.7 

Sabah 39 8.0 

Sarawak 21 4.3 

Total 485 100 

 
This study identified the consumers’ purchasing behaviour and goods that they bought during the first phase of MCO. 

Table 2 shows that majority of them involving 89.1% (n=342) admitted that they were not panicked when buying items 

after the first MCO was announced. Only a small number of them (10.9%) started making panic purchases in large amount 

of goods after listening to the announcement. Although only a handful of people involved in panic buying, it could still 

affect the supermarket retailer and their supply chains. This could be observed by the replenishing shelves in the market as 

reported in Shah Alam, Malaysia. (Radhi, 2020). 

 
Table 2: Reaction to MCO Announcement 

Item Frequency (f) Percentage (%) 

Panic Buying   

Yes 53 10.9 

No 432 89.1 

Total 485 100 

 
The analyzed data in this paper involved information collected from Malaysian consumers. There were four (4) categories 

of goods that had been identified as ‘important’ for them. Lower mean values indicated that the items were given more 

priority when purchases were made. Table 3 shows that wet food (mean=1.864) was the top essential good that consumer 

looked for immediately after the MCO announcement. This finding was in line with the study by Zurayk (2020) which 

highlighted that the wet food was more demanding during the pandemic. This was due to the situation where most people 

stayed at home and more likely cooked their meals themselves. This was followed by the dry food (mean=1.862) and 

health care products (mean=2.011). Meanwhile, beverages were identified as the least important choice among the 

consumers with a mean of value 2.672. As presented in the Table 3, even during the pandemic crisis, most consumers 

prioritized food over healthcare products.  

 

Table 3: Mean and standard deviation value of essential goods chosen by  

consumers after MCO announcement 

 

Item Mean 

Wet Food 1.864 

Dry Food 1.862 

Healthcare Products 2.011 

Beverages 2.672 

 
Table 4 describes the dry food items that the Malaysian consumers chose after the MCO announcement made by the Prime 

Minister. There were 6 items that were primarily chosen by the respondents. The items were rice (f=408), flour (f=267), 

seasoning (f=302), sardine / canned food (f=164), cooking oil (f=321) and ketchup and sauce (f=160). Rice was found to 
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be the most important item because as it was Malaysians’ staple food. Meanwhile, 2 other items were rated as esssential 

food during MCO period including biscuits (f=210) and noodles and instant noodles (f=177). Based on the analysis, 2 

items were identified as less essential items bought during the period. They were condensed milk (f=161) and junk food 

(f=228). This showed that unlike rice and flour, the respondents probably considered biscuits and noodles as alternative 

food to rice and did not consider condensed milk and junk food as important food items. The finding showed that dry food 

was very importance to the consumers as predicted by Andrews (2020) that consumers would buy food product with the 

long shelf life to maintain a good stock of durable edibles. This could minimizing trips to the grocery store and allowed 

them to stay home as much as possible. 

 

Table 4: Most and less important dry food items chosen by consumers after MCO announcement 

 

Item Most Important 

(f) 

Important  

(f) 

Not Really 

Important (f) 

Not Important at 

all (f) 

Rice 408 69 6 2 

Flour 267 160 55 3 

Seasoning 302 143 35 5 

Sardine / canned food 164 174 123 24 

Condensed Milk 129 153 161 42 

Biscuits 127 210 117 31 

Cooking Oil 321 152 9 3 

Noodle and Instant noodle 144 177 139 25 

Ketchup and Sauce 160 234 83 8 

Junk Food 54 115 228 88 

 
As presented in Table 5, there were 6 most important wet food items that consumers chose after the MCO was announced. 

The items were fish (f=283), chicken (f=317), eggs (f=355), onion (f=301), vegetable (f=292) and fruits (f=226). All these 

were chosen as the most important items as these goods were taken on daily basis by most Malaysians. Frozen food was 

also recorded as quite important by the consumers. On the other hand, minced meat (f=236), beet (f=219) and coconut / 

coconut milk (f=234) were not considered as necessary items.  As reported by Li et al., 2020), while the food delivery was 

increasing, people who cooked at home also had a significant increasing value since eating outside during outbreak was 

forbidden. This was the significant factor that made wet food became important to customers.  

 
Table 5: Most and least important wet food item chosen by consumers after MCO announcement 

 

Item Most Important 

(f) 

Important  

(f) 

Not Really 

Important (f) 

Not Important at 

all (f) 

Fish 283 159 37 6 

Chicken 317 138 24 6 

Eggs 355 117 9 4 

Frozen food 167 189 116 13 

Minced Meat 58 121 236 70 

Onion 301 164 16 4 

Vegetable 292 166 26 1 

Fruits 226 199 55 5 

Beef  67 146 219 53 

Coconut / coconut milk 45 132 234 74 

 
Table 6 shows the healthcare products that were chosen by the consumers after MCO was announced by the Prime 

Minister. There were 3 items identified as the most important healthcare products bought by the respondents after the 

announcement. The products were face masks (f=326), hand sanitizers (f=337) and hand soap (f=306). The items were 

mostly chosen as the respondents probably believed that the items could be used to protect them from being infected by the 

virus. This was in line with the report by Harun et al. (2020), that indicated the rising fear among the public over the 

COVID-19 which had caused a high demand for surgical face masks and hand sanitisers after the MCO announcement. 

Besides, 6 other items were also chosen as important items. They were hand antiseptic liquid (f=193), tissue paper (f=215), 

hand glove product (f=178), rubbish bag (f=244) and oral care product (f=255) and facial wash (f=220). Most of these 

items were personal care products as compared to the most important items which functioned as health care product for 
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general usage such as antiseptic liquid. Meanwhile liquid bleach and hair care product was rated as the ‘not really 

important’ item bought.  

 
 

 

 

 

 

Table 6: Most and least important healthcare products chosen by consumers after MCO announcement 

 

Item Most Important 

(f) 

Important  

(f) 

Not Really 

Important (f) 

Not Important at 

all (f) 

Face mask 326 119 27 13 

Hand Sanitizer 337 123 23 2 

Hand Soap 306 157 19 3 

Antiseptic Liquid 190 193 90 12 

Liquid Bleach  47 145 238 55 

Tissue paper  108 215 136 26 

Hand Glove 102 178 168 37 

Rubbish Bag 133 244 89 19 

Hair Care Product 48 175 190 72 

Oral Care Product 105 255 105 20 

Facial Wash 73 220 155 37 

 

Besides food and healthcare products, beverages were also identified as goods that consumers looked for after the first 

phase of the MCO announcement. As shown in Table 7, only mineral water was chosen by the respondents as the most 

important drink that they bought (f=219). Meanwhile, 2 other items were stated as important drink bought which were tea 

and coffee powder (f=209) and fresh milk (f=227). Furthermore, 8 items were considered as as not really important drinks 

that included chocolate  malt (f=232), cordial (f=268), instant drink 3 in 1 (f=238), isotonic (f=252), milk powder (f=175), 

carbonate drink (f=243), juices (f=212) and yogurt drink (f=257). This data showed that almost all consumers chose 

healthy drinks and drinks that were usually taken on daily basis. Based on the statistic reported by Statisca (2019) in 

November 2019, the most popular purchasing beverages in Malaysia was coffee followed by tea and carbonated drink. The 

mineral water was in the 4th place. The results were different from the preferable drink identified in this study. This results 

showed that customers’ behavior and demand were changing and varying according to time and situation.  

 
Table 7: Most and least important beverages chosen by consumers after MCO announcement 

 

Item Most Important 

(f) 

Important  

(f) 

Not Really 

Important (f) 

Not Important at 

all (f) 

Mineral water 219 92 136 38 

Chocolate Malt 38 154 232 61 

Cordial 17 93 268 107 

Instant 3 in 1 35 107 238 105 

Isotonic 18 76 252 139 

Milk Powder 87 139 175 84 

Carbonate Drink  9 23 243 210 

Juices 47 129 212 97 

Yogurt   28 89 257 111 

Tea and Coffee powder 110 209 126 40 

Fresh Milk 112 227 109 37 

 

Conclusion 

There were several limitations to this study. First, the survey was conducted via an online survey system among consumers 

in Malaysia. Therefore, data collection procedures were likely to have constraints that influenced the outcome of the study. 

However, the online survey system was the best mechanism during the pandemic and complied with government’s 
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instruction to ‘stay at home’ and practice ‘social distancing’. Second, snowball sampling was used as the sample selection 

method for consumers in Malaysia. However, it was not a convincing technique to select the sample that represented the 

selected population to meet the sampling criteria. However, it was an appropriate technique to reach the large respondents 

with limited movement and time. Third, this study was limited in terms of sample size and sample space. The accuracy of 

the results was highly dependent on the sincerity, openness and cooperation of the respondents. Apparently, the self-

administrated questionnaire was the best method during MCO as the researchers were not able to meet the respondents. 

This research concentrated on one case study which was to identify the items that were most preferred by the consumers. 

In future, it was hoped that the model would be enhanced by highlighting more on consumers’ decision-making processes 

as well as improvement in an analytical tool.  

The data revealed that most Malaysian consumers were not involved in panic buying situation after the first announcement 

of Movement Control Order (MCO). The four main goods identified as needed by the consumers were dry food, wet food, 

health care products, and beverages. All these goods are considered as human needs in Maslow’s Need Hierarchy. 

Considering the fact that most consumers will buy the needed goods as compared to wanted goods, it shows that the 

demands for these products are high. Consumer products companies and retailers are facing significantly disrupted supply 

chains. The findings showed that the ‘at-home consumption’ had increased than the ‘consumption out-of-home’. If the 

MCO is extended there may be long-term changes in the customers’ behavior and demand. Consequently, the suppliers 

need to react quickly to this change of customer demand. Panic buying needs to be stopped to help smoothen the 

sustainability of the retail industry. Therefore, the government or all relevant authorities need to ensure that the supply 

chain of those goods is in good flow.   
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Abstract 

 
The precariat is a new social category that occurs in all countries around the world. It is made up of people who undertake 

odd jobs and are employed under civil law contracts. In Poland, it is almost two million people, largely under 30 years of 

age. They constitute 25% of the economically active people in this country. The purpose of this article is to define the 

specificity of the Polish precariat and its expectations towards the social policy of the Polish state. Its utilitarian goal is to 

define a set of possible national governments and their agendas aimed at limiting the scale of this phenomenon. 

 

Keywords: Precariat, Social Policy, Employment, Unemployment 

 

Introduction 

 
The changes taking place in the modern world make the economy take on the characteristics of an “impairment economy”. 

This applies to both forms of economic activity, technology, products and jobs. The main cause of this phenomenon is 

technological progress, indicating that the trend of “impermanence” will continue to strengthen. Volatility and instability 

are also visible in the labour market. Growing competition in the economy increases the importance of flexible forms of 

employment, which enable employers to adapt to changing market demand and reduce the costs of economic activity. For 

employees, atypical forms of employment create opportunities to reconcile work and private life. A disturbing 

phenomenon on the labour market is the use of the postulate of making employment more flexible to transfer uncertainty 

and risk onto employees. As a consequence, the phenomenon of precarious employment, identified with uncertain 

employment, without security and prospects, mainly temporary, often low-paid, is growing (Niewiadomska, 2017).  

 

The cognitive aim of this study is an attempt to determine the scale of the precariat phenomenon and its causes on the 

example of the labour market in Poland. Its utilitarian goal is to propose measures to limit its scale that can be used by 

decision-makers and state governments. 

 

Literature Review 

 

Precariat – the essence of the concept  
 

Guy Standing popularized the issues of precariat and precarious work in the literature on the subject. For this British 

economist, the concept of precarity cannot be equated only with the problem of pauperization of economically active 

people (Standing 2014, 2015). One of the fundamental factors that is assigned to the precariat is the low salary, which can 

be measured on the basis of the adopted statistical indicators. However, the conceptual scope of this term is much wider. 

The literature on the subject emphasizes the problem of the individual’s uncertainty relating to professional and life 

prospects, related to starting a family or the above-average risk of falling into a spiral of debts to pay (Góra, 2016). 

According to the concept of G. Standing, we can talk about seven types of work-related safety (Standing, 2014): 

 

1. Security on the labour market – full employment policy implemented by the legislator at the macro level; 

2. Employment security – protection against arbitrary dismissal of employees, appropriate regulations on hiring and 

firing employees; 

3. Safety of the workplace – the possibility of social promotion in terms of status and income; 

4. Work safety – protection against accidents at work by applying appropriate health and safety regulations, limiting 

work in harmful conditions; 
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5. Security of skills reproduction – the possibility of acquiring appropriate skills through vocational education, training, 

the possibility of using the competences held at work; 

6. Income security – ensuring an adequate income, protected by minimum wage mechanisms, indexed to inflation; 

7. Security of representation – employee participation, the possibility of associating in trade unions, having the right to 

strike. 

 

At the same time, it should be emphasized that the definition of the term precariat is still not present in the Dictionary of 

the Polish language. The term precariat comes from the English term precarity, or the French precarité (unstable situation). 

On the other hand, in the Dictionary of the English language, we can find a dual understanding of the term precarious. 

First, literally: “Something that is precarious is in a dangerous state or position because it is not securely held in place and 

seems likely to fall down or collapse at any moment”. Secondly: “If your situation or position is precarious, you are not 

secure because you are not in complete control of events and might fail in what you are doing” (cf. Collins Cobuild English 

Language Dictionary, 1990). On the one hand, this can be applied to a thing that can fall at any time or – referring to 

people – this term will mean a lack of a sense of security, uncertainty, lack of control over the course of certain events. 

 

Insufficient protection of an individual in a work situation – referring to the concept of G. Standing, undoubtedly affects 

the problem of employee precarisation. This is associated with a number of negative consequences for economically active 

people, but also for representatives of their families.  

 

According to the concept of the dual labour market, which divides the market into two parts: the core and periphery, it can 

be assumed that the precariats, due to the worse working and wage conditions, function precisely on the peripheral labour 

market (Piore, 1969). According to the concept of G. Standing, it will be justified to equate precarious employment with 

the functioning of an employee within the peripheral labour market.  

 

However, as we read in the subject literature: „Attempts to define the scale of precarious employment in Poland have so far 

been made sporadically” (Kryńska, 2017). Despite the fact that this phenomenon, especially related to its economic 

dimension, which is the pauperization of working people, is noticeable in the scientific discourse in Poland ( Hardy, 2010; 

Frysztacki, 2009; Muster, 2012; Wójcik-Żołądek, 2013; Goleński, 2015; Polkowska, 2016; Góra, 2016), what should be 

emphasized is that there is still a lack of in-depth analyses, both quantitative and qualitative, which helped to identify this 

phenomenon on the domestic labour market. M. Knapińska points out that the concept of the precariat combines several 

co-occurring features: “young age, low income, temporary employment or its absence, no future prospects and financial 

plans for the future, no housing, often no family and reluctance to start one with due to the lack of life stabilization” 

(Knapińska, 2014). 

 

Thus, it is clearly emphasized that it is the young people who move from the education system to the labour market, in 

particular, exposed to the problem of functioning with the “peripheral”, i.e. worse employment. The longer stay of an 

employee on the periphery of the labour market carries a number of unfavourable implications that should be considered 

not only on an individual scale, directly related to the economically active individual, but also in a broader, social and 

economic context. The precariats have definitely less favourable opportunities for professional development – especially in 

terms of promotion to specialist and managerial positions in organizations. The unfavourable situation of the precariats on 

the labour market (including the lack of a sense of security and opportunities for professional development, low wages) 

compared to the “core” employees, affect their sense of deprivation, which results in a sense of frustration. On the other 

hand, the lack of employment stabilization, which is manifested in, among others, temporary work: “may affect other 

aspects of life, such as decisions about starting a family and having children” (Kamińska, Lewandowski, Pogorzelski 

2014). This, in turn, translates into low fertility rates and is related to the problem of depopulation.  

 
The Polish model of social policy in the context of the precariat phenomenon 

 

Until the 1990s, the countries of Central and Eastern Europe, including Poland, the Czech Republic and Slovakia, were in a 

different political and economic situation than the countries of Western Europe. The social policy conducted in the former 

Eastern bloc countries, referred to as communist, was characterized by high subsidization of food and housing, full 

employment, relatively high salaries of employees, wide access to very cheap or even free health, educational and cultural 

services (Fenger, 2007). 

These system began to undergo transformations as a result of the political and economic transformations of the 1990s. The 

reforms carried out have led to fundamental transformations of the social policy of these countries, which can be 

characterized, under Manabu Sengoku, as the withdrawal of the state from providing social services and the introduction of 

institutional pluralism. The state’s withdrawal from the social sector has involved, among others: the elimination or 

suspension of various types of subsidies for many goods and services; privatization and marketization of health and care 

services; encouraging social activities in the “third sector”. The introduction of institutional pluralism of the welfare state 

considered, inter alia, in: separating insurance funds from the state budget; separation of pension funds from health 

insurance; placing responsibility for ensuring social security on several independent institutions; broadening the 
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responsibilities of regional and local authorities (Sengoku, 2004). Individual states of the former Eastern Bloc differed in 

the scope of the introduced changes. Nevertheless, it was assumed to be treated as the fifth, i.e. Central and Eastern 

European model of social policy, different from the liberal, conservative, social-democratic and South-European models. 

Barriers to development that Poland has struggled with since the regime change, such as the rapid aging of the population 

or a malfunctioning health care system, have not disappeared.  

 

The Polish welfare state with its roots in the socialist system began to have problems. The attempt to reform in the 1990s in 

the field of health care, the labour market and education, largely ended with their withdrawal. At the same time, social 

frustration was growing, caused by the low quality of the labour market – the spread of flexible employment contracts, the 

worst corporate management style and the weakening of trade unions, which contributed to the growing phenomenon of 

procrastination of work, which began to affect the young generation, as well as people who were previously employed 

under contracts for indefinite period of time. Poland was no exception in this respect – in all Central European countries 

there was a grassroots social pressure aimed at modifying the liberal socio-economic model, primarily in terms of support 

offered to families and children. In some countries, such as the Czech Republic and Slovakia, the answer were the 

solutions closer to the Scandinavian ones, allowing for the reconciliation of work and care; in others, as in Poland, 

conservative solutions have been used, supporting care for children by family members, primarily by women, and offering 

families cash benefits. 

 

After the Law and Justice party came to power, social policy shifted towards a conservative-clientelist model similar to 

that developed in Hungary. It deviates not only from the liberal patterns that is devoted primarily to stimulating economic 

growth, but also from the principle of social solidarity. It does not care for the even and simultaneous development of a 

good quality labour market and investment. On the other hand, the traditional family model is being strengthened and the 

political base is built. Real barriers to development – low fertility and aging of the society, difficulties in reconciling work 

and care, mismatch between education and the expectations of families and the needs of the labour market, underfunded 

health sector with dominant expenditure on treatment – remain insurmountable. Overcoming these barriers will not be 

possible without reorienting the state’s social spending from the dominant cash benefits to material and public services. 

Otherwise, the scope of claims will only increase, and so will the state’s expenses, while the quality of public services will 

deteriorate (Golinowska, 2018). 

 

Research Methodology 

   
In order to learn about the characteristic features of the Polish precariat, biographical studies of its representatives were 

used. For this purpose, fragments of biographical descriptions of people belonging to this social group available in Polish 

sociological literature were used, as well as statements of people belonging to the Polish precariat available on the website 

of the Employee Initiative trade union and websites presenting the opinions of the young Polish generation on social and 

political issues. This type of approach made it possible to learn about the qualitative characteristics of the Polish precariat. 

The limitation of this form of research was the availability of materials, especially statistical data. Therefore, the conducted 

research was supplemented with an additional statistical analysis of the Polish labour market in the field of forms of 

employment of young people, including forms of employment of this social group. This approach allowed for a 

comprehensive look at the situation of the precariat in Poland. 

 

Research Results  

 

Profile of the Polish precarious  

 
The first example of the profile of the Polish precariat is Adam (cultural worker). In his statement, he stated: It is difficult 

for me to go beyond my own perspective […]. I worked for a minimum wage in England for a short time and it wasn’t a 

nice feeling. I believe that I have cultural capital. I do not consider myself an expert but I work in this environment. At the 

moment, I would describe myself as a precariat. I am not sure about my future. All the works that I have performed so far 

have been short-term, under a civil law contract or illegally (Morozowicki, 2017). 

 

Another figure that reflects the views of the Polish precursors is Andrzej (announcer). Describing his professional life, he 

did not define himself as a precarious. Commenting on this, he said: I do not consider myself a precarious. In my opinion, 

flexible forms of employment do not lower my standard of living. I live on the level I want. If I had to change this situation, 

I would change it. If I wanted to work under a contract of employment, I would. However, I do not feel such a need. I do 

not feel bad in the situation I am in (Morozowicki, 2017) 

 

Contrary to Andrzej, another of the respondents, who is an interpreter who makes extra money in a cafe club, does not 

perceive the precariat in a positive way. In the analysed study, she was referred to as Maria. She believes that the precariat 
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is definitely a negative phenomenon. According to her, employers who expect from the young generation: education, 

enthusiasm, dedication, and voluntary work are to blame in this situation (Morozowicki, 2017). 

 

The opinions of the Polish precariats presented above reflect their different approaches to this phenomenon. A new 

phenomenon that has become apparent in the Polish reality since at least 2015 is an attempt at a bottom-up consolidation of 

this environment. Its visible manifestation is the activity of the trade union OZZ EMPLOYEE INITIATIVE. The union 

organizes workers’ protests against the abuse by employers in Poland of the so-called junk contracts. According to the 

representatives of this union, such conduct is usually unfavourable for employers, because contracts for specific work or 

self-employment do not give rise to health and sickness insurance, the right to retirement pension and holiday leave. 

Contract agreements and fixed-term employment contracts, on the other hand, do not provide the stability necessary to 

establish a normal life. People living in such conditions are called precarious – there are over 5 million working people in 

Poland, according to representatives of this trade union (Against job instability, 2015). 

 

The scale of the precariat phenomenon in Poland 
 

Assuming that job stability is one of the key elements in the assessment of the precariat, it is first necessary to analyse the 

data illustrating the structure of the employed according to the main type of contract on the basis of which work is 

provided. It is worth noting that the problem is to obtain complete data showing the contracts on which Poles are 

employed. A valuable source of information in this regard are data from the research company CBOS, the Central 

Statistical Office, the Ministry of Family and Social Policy, and from periodically conducted panel studies in 2007-2015 on 

the conditions and quality of life of Poles. The results of the Social Diagnosis 2015 and information on the later years 

covered by the analysis confirm that the Polish labour market is dominated by contracts for an indefinite period of time 

(Table 1). 

 
Table 1: Employment structure in Poland in 2007-2019 according to forms of employment in % 

 

Specification 2007  2009 2011 2013 2015 2018 2019 
Unemployment rate 

 
9,6 8,2 9,7 10,3 7,5 3,9 3,3 

Contract for an 

indefinite period  
54.2 55.4 55.7 54.1 55.3 57 63 

Fixed-term contract 16.8 16.8 18.1 18.6 18.8 18 19.2 
Self-employment – 

outside agriculture  
6.7 6.7 6.7 6.7 6.2 13 10 

Work in an individual 

household 
7.8 8.4 9.4 9.9 9.6 7  

Civil law contract 2.2 1.9 1.8 2.2 1.5 9 11 
Work without a formal 

contract in writing 
2.3 1.6 2.8 2.4 2.6 5 6 

Other short-term 

contracts 
2.7 2.8 2.4 3.2 3.5 2 3 

Own company with 

employees 
3.2 2.8 3.1 3.0 2.5 4  

Source: P. Strzelecki, K. Saczuk, I. Grabowska, I.E. Kotowska, Rynek pracy, [w:] Warunki i ja-kość życia Polaków. Diagnoza Społeczna 

2015, red. J. Czapliński, T. Panek, Rada Monitoringu Społecznego, Warszawa 2015, s. 130, Komunikat z badań CBOS Nr 72/2018, s. 2-

3, Ministerstwo Rodziny, Pracy i Polityki Społecznej, Rynek Pracy w Polsce  w 2019 Roku, s.2-3, Monitor rynku pracy firmy Ranstad- 

edycja 37, https://antyweb.pl/1-4-pracujacych-polakow-rozwaza-wyjazd-do-pracy-za-granice-w-ciagu-najblizszego-roku/, E. 

Stawikowska, Wasyl Czornej nie żyje, bo pracował na czarno. W ten sposób może zarabiać ponad milion osób, Newsswek 2019, 

https://www.newsweek.pl/polska/ponad-milion-osob-w-polsce-pracuje-na-czarno/zvb02fv, Unemployment by sex and age – annual data, 

online data code:[ UNE_RT_A]   07/10/2020, https://ec.europa.eu/ eurostat/databrowser/ view/ 

UNE_RT_A__custom_576008/default/table?lang=en 

 

The analysis of data showing the share of employed persons in the Polish economy under contracts for an indefinite period 

on the basis of which the work is provided shows that in the years under review, there was an upward trend in this group of 

employment contracts. A particularly large increase in employment of people under civil law contracts took place in 2018-

19. This situation was caused by the pressure to increase wages in the Polish economy and the slowing economic situation, 

which was a barrier for employees hiring based on other forms of employment (Słomski , 2019). In 2018-2019, a decrease 

in self-employed people was also visible. This tendency can be explained by the fact that some people from this group 

were employed for an indefinite period or, due to the economic downturn, they moved to work based on civil law 

contracts. 
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The analysis of data showing the share of employed persons in the Polish economy under contracts for an indefinite period 

on the basis of which the work is provided shows that in the years under review, there was an upward trend in this group of 

employment contracts. At the same time, a growing share of temporary contracts, mainly fixed-term contracts, can be seen 

in the employment structure. The observed tendency fits in with the picture of changes taking place in the contemporary 

labour market. 

 

The analysis of the data illustrating the share of employed persons in the Polish economy according to the contract on the 

basis of which work is provided shows that in the analysed years about 55% of all people worked under contracts for an 

indefinite period. At the same time, a growing share of temporary contracts, mainly fixed-term contracts, can be seen in the 

employment structure. The observed tendency fits in with the picture of changes taking place in the contemporary labour 

market. Referring to Eurostat data, it can be additionally noted that the percentage of people working on temporary 

contracts in Poland is much higher than the EU average in all age groups (Table 2). 

 
Table 2: Share of the total employment in the EU-28 and in Poland and share of employees based on temporary 

contracts in the total number of employees in a given age group in % 

 

Specification 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Total employment 

in EU-28 

68,5 68,6 68,4 68,4 69,2 70,1 70,1 71,2 73,2 73,9 

Total employment 

in Poland 

64,3 64,5 64,7 64,9 66,5 67,8 69,3 70,9 72,2 73,0 

15-24 years 

EU-28 42.3 42.5 42.2 42.4 43.2 43.4 43.8 44.2 43.5 42.8 

Poland 64.5 65.6 66.4 68.6 71.2 72.7 70.7 68.2 62.6 59.1 

20-64 years 

EU-28 12.9 13.1 12.8 12.7 13 13.2 13.3 13.4 13.2 12.6 

Poland 26.7 26.4 26.4 26.4 27.9 27.7 27.1 25.8 23.9 21.3 

55-64 years 

UE-28 6.9 6.8 6.6 6.4 6.5 6.5 6.7 6.7 6.6 6.5 

Poland 21.1 19.1 18 17.2 18.2 16.6 17 16.8 16.1 13.4 
 

Source: own study based on the Eurostat report: Temporary employees as percentage of the total number of employees, by sex, age and 

citizenship (%), 11.11.2020 [LFSA_ETPGAN] and Employment and activity by sex and age - annual data, 07.10.2020[ LFSI_EMP_A ]  

 
In the analyzed period, it can be noticed that the discrepancy in the total employment scale started to decrease in relation to 

the EU-28 and Poland. This discrepancy in 2018 was 1% and in 2019 - 0.9%. 

 

The scope of using less stable forms of work is correlated with age, which is confirmed by the data showing the share of 

young people up to 24 years of age working on temporary contracts. In the case of Poland, in 2015 it concerned over 

72.7% of the employed in this age group, i.e. over 28% more than the average for the EU Member States. To some extent, 

it is a natural phenomenon, as people in this age group are at the stage of education, in which work is temporary and is a 

way to gain first professional experience rather than full-time professional activity. On the other hand, there is no doubt 

that young people entering the labour market in practice experience less employment protection when they perform work 

on the basis of contracts other than the employment contract for an indefinite period which gives the greatest stability. It 

turns out, however, that the scale of this phenomenon is much larger in Poland than the average value for the EU-28. 

 

What also draws attention is the higher than the EU average share of elderly people employed in Poland for fixed-term 

contracts. While in the EU this percentage in the analysed period was at the level of approx. 6.5%, in the case of Poland it 

was on average higher by a dozen or so percentage points, with the exception of 2019, when it decreased in the group of 

the oldest employees to the level of 6.5%. Temporary contracts do not guarantee employment stability and favour 

precarization of the individual.  

 

The coronavirus pandemic influenced the Polish labour market, showing its dualism and an increase in the employment of 

people under civil law contracts, which leads to an increase in the precariat phenomenon. By labour market dualism we 

understand the coexistence of two types of contracts in a given country: permanent contracts for an indefinite period, 

characterized by a wide range of social contributions and benefits, and temporary short-term contracts, which are often 

deprived of contributions and benefits, but offer much simpler rules for terminating cooperation with workers. 
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Over 1 million Poles work on the basis of civil law contracts. At the end of the second quarter of 2020, employment based 

on this form of employment dropped by as much as 7% and was clearly greater than in the case of employment contracts. 

This situation resulted in an increase in unemployment mainly among young people, because in this group the share of 

employment under civil law contracts amounts to almost 60% in Poland. Starting a professional career with a civil law 

contract has long-term consequences for young people in Poland.  

 

Poland ranks second in the European Union in terms of the share of temporary employment. This was mainly due to its 

rapid growth in 2001-2007. Since 2015, the share of this form of employment has been systematically decreasing. 

 

Temporary contracts mainly concern young people. Eurostat data show that in the 15-24 age group they account for nearly 

60%. Many scientific studies indicate the negative effects of these forms of employment, such as wage discrimination, 

worse wage standards or the suspension of reproductive plans. This is especially dangerous for people who have just 

entered the labour market. 

 

Only 42% of people who started their professional career working under a civil contract, after 3 years from the end of 

employment, find work under a fixed-term (22%) or indefinite (20%) employment contract. 28% still working under a civil 

law contract, and 23% do much better with a starting point for a career in the form of a fixed-term employment contract. 

Over 80% of people who started with it, 3 years after graduation, are still working on a fixed-term (55%) or indefinite 

(26%) employment contract (PIE 2020). 

 

Discussion 

 
Taking into account the profiles of Polish precursors presented in the research part of this article, young people who are 

only entering the labour market are at a greater risk of this phenomenon. Some of these people are not satisfied with this 

situation and have doubts about how their lives will turn out, including their further professional career. This situation is 

well illustrated by the figure of Adam – a young cultural worker. 

 

Other young people with part-time jobs feel comfortable in this situation. They treat it as their life choice. They are 

convinced that they have the potential to get a job under an employment contract. For now, however, they want to gain 

professional experience and enjoy life. This type of attitude was expressed by Andrzej, who is the announcer. 

 

In the case of Poland, there are also people with views such as those expressed by Maria in her speech. They treat the need 

to earn extra money or work under civil law contracts as a bad phenomenon and negatively affecting their lives and self-

esteem. They believe that a large negative role in strengthening this phenomenon is played by employers who have high 

expectations towards new, young employees and expect high motivation from them, which does not translate into their 

subsequent employment on contracts for an indefinite period. This phenomenon causes an increase in people dissatisfied 

with this type of employment practice. They are starting to organize themselves in non-governmental organizations or 

trade unions, an example of which is the activity in this field conducted by the Employee Initiative trade union, whose 

founder is a young employee of one of the Polish museums. 

 

The currently implemented model of social policy, based on a conservative-clientelist pattern, has not significantly limited 

the phenomenon of precariat and employment of young people under civil law contracts. This is due to its activities aimed 

at increasing the fertility rate in Polish society and financially supporting the elderly. This policy does not show any state 

programs or initiatives aimed at changing the current state of affairs in the field of employment of people under civil law 

contracts. 

 

In Poland and the European Union, there are similar trends in the field of employing people on temporary contracts. 

 

However, Poland differs in this respect from the EU average employment in each age group by several or over a dozen 

percent (see Table 2). 

 

The analysis of data showing the share of employed persons in the Polish economy under contracts for an indefinite period, 

based on which work is provided, shows that in 2007-2019 there was an upward trend in this group of employment 

contracts. At the same time, a growing share of temporary contracts, mainly fixed-term contracts, can be seen in the 

employment structure. The observed trend is in line with the changes taking place on the contemporary labour market. 

 

The analysis of data showing the share of employed persons in the Polish economy according to the contract on the basis 

of which work is provided shows that in the analysed years about 55% of all people worked under an indefinite term 

contract. Temporary employment and employment under civil law contracts relates to the greatest extent to young people 

included in the segment of employees aged 15-24. In the case of Poland, at least 60% of employees in this age group work 
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on the basis of this form of employment. The average value of employment of people in this age group in the EU-28 is 

41%. 

Summary  

 
The aim of this article was to present the Polish specificity of the precariat phenomenon. The analyses carried out showed 

that this phenomenon affects mainly young people entering the labour market. Referring to the attitudes and opinions on 

this subject expressed by young people, some of them accept this state of affairs and believe that their full and present life 

is more important to them than professional issues. There are also opinions in this group of people that the precariat and 

performing work under civil law contracts prevent them from stabilizing their lives and starting a family.  

 

Taking into account these trends, the Polish government and other state governments should consider taking measures to 

limit the phenomenon of the precariat. 

 

The Polish labour market is characterized by, among others, deep segmentation, as well as a low scale of professional 

activity, similar to other EU counties, a high level of unemployment among young people and difficulties in adjusting the 

educational offer of schools (especially universities) to the needs of the labour market. There are many reasons for this 

state of affairs, and probably most of the factors are of a civilization nature and result from globalization and its 

accompanying processes, which include: off-shoring, technological development, the development of science, changing the 

way of work and searching for factors improving competitiveness, mainly related to optimization of labour costs 

(outsourcing, including capital, contract and personal outsourcing). Hence the need to use not only non-standard forms of 

employment under the employment relationship, but also employment under non-employee forms of employment 

promoted by the EU idea of flexicurity. However, it must be admitted that the Polish specificity is the far-reaching 

segmentation of the labour market, which in practice prevents free transfer between segments. Employed in atypical forms 

– as part of both employee and non-employee employment – are exposed to a much greater risk of job loss than typical 

employees and do not have the same social rights as them. They also often have a difficult access to training, and thus the 

possibility of raising qualifications and promotion. 

 

In order to reduce the precariat phenomenon, governments should adopt legislation specifying minimum wages, including 

those performed on the basis of civil law contracts, as well as the provision of services based on employment alone. 

Legislation of this type should eliminate the possibility of setting remuneration for persons with short professional 

experience (less than 1 year) at the level of 80% of the applicable minimum wage.  

 

The solutions indicated above are beneficial for the precariat, but from the employers’ point of view, they increase labour 

costs. Therefore, there is a risk that some jobs, especially those with low productivity, not requiring high qualifications, 

will be located in the shadow economy. To prevent this, measures for the development of entrepreneurship are necessary. 

The idea is to reduce administrative and formal barriers, which are often a significant cost for small businesses. 

 
Another group of activities carried out at the governmental level should be programs promoting entrepreneurship that 

depart from the “philosophy” of precarious work. 

 

Ministries dealing with social policy issues should take actions aimed at discouraging employers from excessive, 

something unlawful, use of temporary contracts by reducing the disproportion in employment costs that occur between the 

employment contract under the conde and the civil law contract. In Poland, the following solutions are heading in this 

direction:  

 
1. In order to limit the scale of abuse of civil law contracts on the labour market, an obligation has been introduced to pay 

social security contributions for all contracts-mandates, up to the amount of at least the minimum wage. These regulations 

have been in force since the beginning of 2016. 

 
2. On September 1, 2016, the Act amending the Act – Labour Code entered into force, which obliges the employer to 

confirm in writing the terms of the employment contract concluded with the employee before the employee is allowed to 

work (and not – as before – by the end of the first day of work, which was conducive to abuses by dishonest employers). 

The above-mentioned actions aims at limiting the precariat phenomenon in Polish conditions and may serve as inspiration 

for actions in other countries trying to reduce the scale of this phenomenon. 
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Abstract 

 
This paper studies the digital transformation in a business environment and education sector in the context of the COVID-
19 pandemic. There is a vast range of practices and technologies used to cope with the pandemic. Organizations were forced 
to rethink their management systems and reengineer the processes. Even the businesses that had remained reluctant to 
introduce flexibility in operation and adopt new technologies before COVID-19, got a brief lesson of change and crisis 
management. People were made to convert daily routines, switch to the remote, and reorganize themselves in many spheres 
of life. To this end, analysis of the impact on worldwide, agile projects whose main aim is to mitigate the crisis because of 

the virus outbreak. 
 
Keywords: Digital transformation, technology, new ways of working, education, pandemic, COVID-19. 

 

Introduction   

Since the 2000s development of social media, Cyber-Physical Systems (abbrev. CPS), augmented reality, cloud 
computing,  and mobility have introduced changes driven by technology in numerous dimensions. Regarding the literature 
review on digital transformation (abbrev. DT), the author proposed to categorize this phenomenon due to three aspects: 
technological, organizational, social. From the organizational perspective, the  DT is interpreted as digital changes or 
improvements in processes, business models, and supply chain. In this perspective, the organization is driven by gathered 
information, which is analysed and transferred into action, accordingly to BMWi definition (2015). The purpose of the above 
is to render the organization in a smart way. Martin (2008) states that the technological aspects stand for digitization and 
automation which is significantly related to business, the public sector, and society.  The main focus of the technology 
transition is to introduce remote operations, management and adapt the infrastructure. All the tech-advanced solutions are 
made to improve the cost efficiency and quality of products and services, provide savings in operating time and increase the 
scalability of business models. Lastly, social aspects result in human behaviors, culture, art, and communication. The vast 
amount of information from mass media, applications, and embedded devices enable to create within technology major 
everyday life improvements.  

The technology revolution has reshaped processes, influenced people’s mindset, unleashed new behaviors of users, 
organizational culture, impacted business models and various segments of industries, from manufacturing up to agriculture. 
All the transformations consist of dealing with digital change, which is a prerequisite to provide the organization’s continuity 
and or sustainable growth nowadays. The DT appeared a phenomenon that can’t be avoided regardless of age group, social 
status, or digital capabilities. Referring to Kokkinakos et al. (2016) findings, the digital transformation state-of-the-art 
consists of distinct concepts of the considered phenomenon.  
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Through two decades a digital transformation phenomenon has gained importance by managing dynamic, global changes 
and enabling competition in new digital reality. Looking broader on digital transformation determines different 
classifications and theoretical discourses when categorizing DT aspects. Excluding the technological aspects of digital 
transformation, social, environmental, and economic factors are evolving too. Referring to Bennet and Lemoine (2014) 
countless papers were published on the VUCA subject, smart and sustainable solutions, which are trendy management 
concepts interpreting turbulent environments. Today east heads west, in a sense of the power shift in global competition is 
called Globalisation 2.0. This phenomenon is observed for a couple of years and affects the rapid expansion of the middle 
class in the emerging markets and introduces new quality in terms of collaboration and communication around the world.  

Nevertheless, nobody could even imagine such a gamechanger as the COVID-19 outbreak, the world has experienced since 
2020. In contrast to previous strains of coronavirus diseases, which were diagnosed locally in various regions of the world, 
the COVID-19 is spread on a much larger scale. According to the recent WHO (2020) statistics almost all the countries 
around the globe are infected, reaching over 113 million cases by the 25th of February 2021. 

The high fertility of the virus has initiated government actions to mitigate the risks of the global disaster and economic 
recession. Top-down restrictions imposed by governments among the countries have changed the global economy, everyday 
rhythm has slowed down for a couple of weeks. Economies, business sectors, and nations were forced to outage daily 
operations and changeover the current arrangements in most of the routines. 

The entertainment sector, including cinemas, clubs, theatres, sports events has crashed dramatically and these businesses 
were pushed for temporary transformations, which may change forever. The lockdowns and mobility constraints introduced 
in European countries have determined one of the most important transformations - the accelerated introduction of digital 
technologies. 

As McKinsey (2020) indicates in the results of surveys, the COVID-19 has accelerated the adoption of digital technologies 
by several years and this phenomenon appears in the long term. Thereby, the main aim of this paper is to investigate the 
effects of the digital transformation in the pandemic and highlight their economic outlook. 

Selected changes in technological and social area in 2020 

The need for change has gained a profound meaning. Digital transformation and digitization as a term, have elevated to 
higher levels. Technology concepts were applied on a great scale in a very short period to save people's lives and to improve 
the quality of life during the outbreak. New challenges and opportunities either for technology, people, or the economy were 
exposed. Many companies that wanted to maintain the operations in pandemic were made to redesign their management 
systems, ensure cybersecurity, cyber privacy standards, and education in mentioned fields. All of the above were applied for 
starting with new collaboration models based on flexible and remote work arrangements.  

The new way of working for many - remote work, hybrid and augmented reality 

The quarantine forced the entrepreneurs to change current ways of working and apply the remote work model where 
available. The pace of redesigning the operational model was strictly dependent on the flexibility of the information and 
communication technologies (abbrev. ICT) systems, physical abilities of companies, and their changeover of manufacturing 
systems. Just as we have repeatedly experienced in the past, the need to rearm production lines for the most desirable products 
during a crisis happened also this time. The increased demand on the crisis first aid products such as ventilators for healthcare, 
disinfectants, or protective gloves and masks, created a new source of profits for companies. Global demand for hygienic 
antiseptics, personal protection, and sanitary equipment has witnessed a meteoric rise since the second quarter of 2020. To 
briefly illustrate the scale of change in selected industries, and proper change management, the author uses the reported on 
Statista (2020) estimated revenue published at the end of October 2020 for the over-the-counter (abbrev. OTC) 
pharmaceuticals market for hand sanitizers, which gained over US$5,343.1 million in 2020 whereas in 2019 revenue 
amounted to US$3,188.6 million. This significant increase in revenues is the aftermath of was a higher demand for certain 
products, intensification of operations either in manufacturing and administration of the businesses.  

According to the above, the COVID-19 induced transformation of workplaces caused by top-down restrictions and new 
safety requirements. Managers decided to become remote or to start the hybrid mode of working, most often the remote 
model was chosen rather than stationary working. According to the Digital Economy Compass report (2020), the survey 
carried in 134 enterprises showed that technology, media, and telecom (abbrev. TMT) and IT companies were almost entirely 
into remote working when other industries had lower shares in this field. This implicates the growing interest in home office 
equipment and facilitation, which is visible in Google Trends statistics. Thereby, on market, an enlarged consumption of 
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technological hardware goods for householders appeared. Also, definite transformation struck the web conferencing, 
enterprise collaboration tools, virtual offices, and social software in 2020. 

Work-life integration is the aftermath of the growing mobility of workers and the emerging influence of technologies on 
human lives. The integration assumes the two most important spheres of human activity: work and personal life.  

A harmonious blend of these two spheres is supposed to promote mental hygiene and health. Digitization and mobility 
reshaped the current labor market. In the last few years process automation and robotization, mobile internet development 
and Big Data impacted the business models and functioning of entire organizations.  

Concerning Berger (2020), the pandemic transformation of the way of working into digital workplaces started the end of the 
traditional workplace. The author indicates that the coronavirus caused the diminished need for office structures. As a new 
way of working, remote models are expected to stay relevant in the new, post-COVID-19 era. Berger provided a short study 
on forms of working such as telework or telecommuting, "smart working", working from home, and its blurring aspects 
between professional and private life. More detailed information about this theme, benefits, and struggles of working from 
home, is accessible in Berger's papers regarding the current culture of work and crisis management. 

When it comes to managerial aspects of new forms of working, it is inevitable to mention the performance of digital 
workplaces. A Stanford study conducted by Bloom et al.(2015) findings, there is a massive 13% improvement in performance 
when working from home. This encourages rethinking performance measurement. As current metrics need to be recalibrated 
to reflect the real effects of work, what may be challenging when work and private life happen in the same space. 

Still, the researchers explored positively that resignation at the company decreased by 50% for employees who are allowed 
for telework. There's no doubt that labor transformation during the pandemic has transgressive nature and influences on the 
social perception of working. 

Digital Education and Online Learning 

The house confinement determined many changes in daily routine, not only in business but also in other domains. An increase 
in broadband communication services usage was caused by social distancing restrictions. Internet access and remote 
availability have played a critical role in the context of the COVID-19 pandemic. The limited access to traditional learning 
implied technological challenges for schools and parents, lack of digital skills of teaching crew and youngsters. Up until 
2020, education across Europe remained traditional. In the book written by Allen and Seaman (2008) there’s consideration 
on distance education models, which have been developed since the early 2000s. According to their research the digital 
content delivery has shown considerable growth in compulsory education. Thereby contributing to the transformation of the 
education sector across Europe and due to World Economic Forum summit in Davos agenda  (2021),  attempt to prepare for 
Education 4.0. This concept is complementary to Industry 4.0.  Contributing to UNCTAD report (2019) the main aim of 
revolution in education systems across Europe is the reduction of existing inadequacies and delivering new skills for the 
future workforce to pose the threats of unproductivity and social incoherence in the European Union. 

Over the last decades, education has become a life-long learning experience. Universities, which are more advanced in e-
learning and since over a decade are capable within Learning Management Systems (abbrev. LMS) use a hybrid model of 
knowledge delivery (Allen, Seaman, 2008) faced challenges to transfer all courses into interactive form with small exceptions 
to practical courses with no chance of simulation or laboratory classes. Nevertheless, these challenges left a space for 
creativity and innovation. The application of Virtual Reality (abbrev. VR) technology is a milestone in online learning. 
Practical skills to be gathered in such virtual training are enabling students and professionals to take interactive learning 
through digital simulations. The OMS Oxford Medical Simulation company (2021) and Simforhealth (2021) are interesting 
examples of how VR technology turned learning to the upper level for healthcare practices, improve performance, and patient 
safety. Offered VR medical and nursing pieces of training let the healthcare professionals experience knowledge in 
standardized, evidence-based simulations in a cost-effective way. Global access, great scalability of this solution allow train 
more personnel without additional resources. This is a great alternative to traditional methods which in pandemic have 
become insecure and less efficient.  

The COVID-19 outbreak is a definite stimulant also for online courses. High expertise knowledge served on renowned 
universities is no longer a privilege of their adepts.  Thanks to the internet, knowledge became an asset to achieve with online 
platforms for a comparatively low price. The giants learning platforms, like Coursera, EdX Future Learn, noticed soaring 
interest in offered courses and lectures in 2020. Regarding study on educational technologies (abbrev. EdTech), the forecast 
for expenditure on EdTech worldwide reaches approximately $22.4 billion US dollars. The overall market for online 
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education is projected to reach $350 billion by 2025, according to data aggregated on the Statista (2020),  and considers only 
the technologies such as augmented reality, virtual reality, artificial intelligence, robotics, and blockchain. 

There's a visible trend in digital learning, which consists of knowledge delivery by technology companies. As an example, 
IBM started the initiative "Open P-Tech" to promote the education for customers on how to interact with IBM produced 
technologies, including artificial intelligence, cloud computing, and cybersecurity. Regarding digitalization in education 
business leaders prompt better preparation of graduates for "new collar careers" [Leasor, 2020]. All because of that modern 
global economy is based on knowledge and information. This implies the growing role of STEM professions (abbrev. 
science, technology, engineering, and mathematics).  The emerging need for highly advanced professionals in data analysis 
and processing appears due to the growing amount of collected data and big data development. According to that fact, 
programming and technical lectures were the most desired and best-attended online courses. The increasing social awareness 
and the willingness to acquire knowledge throughout life undoubtedly owe much to the growing popularity of online learning. 

Analytical Overview 

 
The impact of COVID-19 is undeniable, but its influence on different social activities varies among nations, localization, 
and lifestyles. However, by looking at the data from European nations, companies, and people, some general trends can be 
derived. From the national perspective, the researchers Hall et al. (2020) from Oxford, have created an index that measures 
the impact of restrictions and policies on a given country. The index aggregates the countries' imposed restrictions like school 
closing, public events cancelations, restrictions on gatherings. Exhibit 1 shows these stringency indices for five main 
economics in Europe: Germany, United Kingdom, France, Spain, and Italy. 
 

 
 

Exhibit 1: Stringency indices for five largest economies in Europe by GDP per capita 
 

 

Source: Hale, T., Atav, T., Hallas, L., Kira, B., Phillips, T., Petherick, A., and Pott, A., 2020. Variation in US states responses to 

COVID-19. Blavatnik School of Government. (Updated on 24th January  2021) 

 

The restrictions imposed on European citizens impact their behaviors as consumers. These limitations forced consumers to 
improvise as they became more time-flexible but simultaneously narrowed to their location. They are keener to adopt new 
technologies that may constantly change their habits, but accelerate the development of online consumer services, as referred 
by Sheth (2020). The Oxford restriction measure is currently still on very high levels, almost as high as it was just after the 
virus outbreak in April. Even though the restrictions are reaching the peak levels, the consumer behaviors are not so 
suppressed as they were at the beginning of the pandemic. The evidence for this may be the Consumer Confidence Index 
which measures the households' optimism on the current and future financial situation and potential expenditure based on 
surveys.  
 
Exhibit 2 shows the index for Eurozone and United Kingdom. Both series have dropped to the levels reached just after the 
financial crisis in 2008 and after the European debt crisis in 2012, but the current reactions to the latest restrictions are weaker 
than during the first wave in April 2020. 
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Exhibit 2: Consumer Confidence Indices for Eurozone and United Kingdom 
 

Source: Own elaboration based on Thomson Reuters (2021), Eikon, Consumer Confidence Index (accessed 24th January 2021) 

 

This recent, weaker response to the restrictions is explained by the adaptation of the consumers to the lockdowns and shows 
more confidence in consumer behaviors. This conversion to new habits like online shopping, work from home, video games, 
and online streaming has boosted the demand for electronic hardware: PCs, smartphones, TVs, game consoles. In 2020 the 
total number of personal computer shipments in EMEA amounted to about 83 million units and was 13% larger than in 2019. 
In the second quarter of 2020, just after the beginning of the first wave, the annual growth of shipped PCs increased to the 
ten-year record-high of 26% in the response to the remote work model and lockdowns [Exhibit 3]. 
 

 

 
 

Exhibit 3: PC unit shipments in EMEA countries 

 
Source: Own elaboration based on Statista, 2021, IDC's EMEA Quarterly PC Tracker,  

https://www.statista.com/statistics/268010/number-of-pc-shipments-in-emea-by-vendor/ (accessed 29th Jan 2021) 

 

Together with the increased demand for electronic devices, increased capital expenditures were needed to develop the remote 
work infrastructure in the form of infrastructure as a service (IaaS). According to IDC forecasts, the ICT spending for IaaS 
would increase annually in Europe by 38.1% in 2020 and by over 30% in 2021 (IDC, 2020). However, according to the same 
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report, the overall ICT spending would decrease in Europe by 3.8%, as a large number of companies suspended the non-
essential investment projects. The only IT segments with a positive growth rate are PC, tablet, and PC monitor shipments 
and IaaS.  
 

The remote work model has encouraged digital services companies to invest in their infrastructure with a positive stimulus 
in the form of the increased demand for such services. The total amount of reported CAPEX in 2020 for the 18 largest listed 
European companies from the consumer digital services sector has increased by almost 37% in comparison to 2019 [Exhibit 
4]. 
 

 
Exhibit 4: The capital expenditures reported based on a trailing twelve-month period for the consumer digital 

services sector in Europe, year on year growth. 

 
Source: Own elaboration based on Thomson Reuters (2021), Eikon, Datastream Europe consumer digital services index, (accessed 29th 

January 2021) 

 

The enforced digitalization also involved the demand of the online learning industry, especially the massive open online 
courses (MOOCs), which are characterized by unlimited participation and open access via the web. According to the Central 
Class research, the MOOCs providers enrolled in a total of 180 million learners, from which one-third has registered in 2020. 
For the largest provider, Coursera, the new registration number was almost four times larger than it was in 2019. Also, the 
subject of the most popular courses has been impacted by the pandemic. Before COVID-19 the computer science and 
programming were the most favored subjects, and when enrollment increased through a pandemic, it was personal 
development following Shah (2020). 
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Exhibit 5: Value of online retail sales in selected European countries (in billion GBP) 

 
Source: Own elaboration based on Statista, 2021, CRR https://www.statista.com/statistics/921453/online-retail-sales-

value-european-countries/ (accessed on 29th Jan 2021). Data excluding travel, restaurants, tickets, transport. 

 

The next highly impacted by the COVID-19 sector of the economy is e-commerce. The imposed restrictions forced 
consumers to change the channels for casual purchases. The total value of online retail sales in the UK, Germany, France, 
Spain, Italy, and the Netherlands has increased by 31.1% in 2020 in comparison to the year before, which stands for 23 
percentage points above the average growth rate from 3 previous years (Exhibit 5). In Spain, the online retail market has 
expanded by 75%, which shows the general trend of accelerated digital transformation and changes in customer behaviors. 
 

Conclusion 

 

The above data and evidence show that the scale of COVID-19 in the digital world is unprecedented. There is a vast range 
of practices and technologies used to cope with pandemic. Changes in lifestyle and working models implied the increase in 
demand for digital services, technological hardware, and equipment. Even the organizations, like schools, that had 
remained reluctant to introduce flexibility in operation and adopt new technologies prior to COVID-19, got a brief lesson of 
change and crisis management.  

This unexpected phenomenon in Europe and worldwide has accelerated the pace of digital transformation, which can be very 
beneficial for the economy in the long term. However, the common lockdowns in the European countries have made some 
industries highly unprofitable, like airlines, hotels, or restaurants and as a result, the downturn in economies was unavoidable. 
In this research, the authors have noted limitations. The limited access or lack of the data to provide accurate analysis of the 
entire 2020 of digital transformation manifestations was the major challenge the authors met during this study. Thus authors 
are motivated to further proceeding with their research on COVID-19 consequences for organizations, societies, and 
technology areas. In the end, there appears a question, if the current technological and social changes are possible to 
permanently persist in the post-COVID times? Currently, it remains unanswered. It is not yet certain when the post-COVID 
times will come. 

The worldwide hope placed in vaccines, may not be realized. New virus strains are appearing in different places on earth and 
are not yet examined. Looking at 2020 figures, the pandemic has shaken up the global economy and people's way of living, 
but we are not able to evaluate if these changes are just temporary or will turn into new habits. Newly learned social and 
technical capabilities will inevitably affect “post-COVID-19 normal”. How? Let's leave open space for some innovation. 
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Abstract 

 
Social sphere development and the increase of national welfare are priority areas of the socio-economic policy of many 

countries in the world. However, in some countries this policy is highly effective and demonstrates high results (for example, 

equalization of social inequality, increasing the volume and quality of medical and educational services, providing state 

guarantees, protecting civil rights, and reducing emissions into the environment). The main objective of this article is to 

examine successful international experience, representing high results of regional policy realization.  

 

Keywords: Glocalization, Region, Regional Policy, Economic Development, Germany. 

 

Introduction 

As noted by researchers (Castells and Hall, 1994) the world economy is becoming global, and globalization of economics is 

understood as the economy which functions as a whole in real time and space independently of the fact if it is concerned 

with capital, management, labor, technology, information or markets. In modern research, literature on globalization the term 

“glocalization” is more and more often used. According to its dictionary meaning, the adjective “glocal” and the noun 

“glocalization” are formed by “merging the concepts of global and local”. In the early 1990s R. Robertson (Robertson, 1987), 

an English sociologist, defined this term as universalization of particularization and particularization of universalization. For 

Ritzer, globalization (Ritzer, 2004) is globalization plus globalization. Globalization means imperatives of growth inducing 

“organizations and nations to expand globally and prevail over local”. Regionalization of innovative activity is closely 

connected with the process of globalization. К. Ohmae (Ohmae, 1993) states that in the world, where borders are gradually 

and increasingly disappearing, the region is becoming a “natural” economic area. Consequently, the efficiency of the national 

economic system functioning, its competitiveness depends significantly on dynamization of social and economic processes 

at the level of particular regions (Vasin and Gamidullaeva, 2017; Gamidullaeva and Tolstykh, 2017; Gamidullaeva, et al., 

2017a; Gamidullaeva, et al., 2017b).  

 

The critical dependence of regional economic systems on global resources has actualized the problem of finding domestic 

resources and development paths. This situation necessitates the search and use of internal reserves of social and economic 

development, and above all, the existing reserves of national welfare, which in our country have not yet been fully utilized 
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due to the imperfection of the institutional environment necessary for transforming these reserves into competitive factors in 

a globalizing world. 

 

The main objective of this article is to study the experience of Germany, demonstrating an example of the stability of regional 

policy. 

 

Theoretical Background 

The works of Russian and foreign scientists are of great importance for the study of Russian economic policy aimed at 

ensuring national wealth: the formation of the so-called social state, the welfare state, and general welfare, including the 

theory of "people's capitalism" (Drucker, 1993); theory of "social market economy" (Ebner, 2006; Ptak, 2004; Ekelund, 

1991). Remarkably, Germany is known globally for its “Social Market Economy”, and this system is commonly 

acknowledged as the foundation for the country’s economic success.  

 

The welfare state in conditions of a systemic crisis was examined by L. Blyakhman, who showed that the effectiveness of 

social policy and the quality of life cannot be measured by gross domestic product per capita (Blyakhman, 2016). 

 

The spatial aspect of national welfare is closely linked to the sub-national budgets, their costs and areas of income generation 

sources, such as the key to most of the countries have taxes. In most modern studies, there is consensus on the theoretical 

principles of the separation of taxes between levels of government: these are the rules formulated in the works (Musgrave, 

1959; Musgrave R. and Musgrave P., 1973; Musgrave R. and Musgrave P., 2009; Musgravе, 1983; Oates, 1972; Oates, 1996; 

McLure, 1998) and etc. At the same time, in many studies it was shown that the practice of generating subnational budget 

revenues often contradicts these theoretical principles (McLure, 2001; Liberati, 2011, etc.). This inconsistency in the practice 

of theory is noted in the analysis of developing countries (Bahl and Bird, 2008), as well as developed countries (Pokrovskaya, 

2014). Less common are approaches to the separation of tax sources between the levels of government developed by German 

researchers (Zimmerman, 2003). 

 

The concept “national innovation system” was first proposed by C. Freeman. According to the author, “the national 

innovation system (NIS) is a network of institutions in the public and private sector, whose activities and interactions initiate, 

import, modify and diffuse new technologies” (Freeman, 1987). The national innovation system as a set of different, 

interested and interacting with each other individuals was considered by the authors (Lundvall, 1992; Cooper and Nelson, 

1993). 

 

At the regional level, a systematic approach to innovation was applied by P. Cooke (Cooke, 1992), who offered the concept 

of regional innovation system. He defined it as a set of nodes in the innovation chain, which includes directly generating 

knowledge of a firm, as well as organization and enterprise that use this knowledge, and various structures, which perform 

specialized mediation functions (Vasin, et al., 2018). A number of scientists raised issues related to the need to determine 

the role of external regional networks and institutions as mechanisms for generating knowledge, in addition to processes (and 

institutions) within regional innovation systems (Mackinnon and Chapman, 2003; Asheim and Gertler, 2004). These issues 

are related to the fact that successful regional innovation systems can use endogenously created and exogenously accessible 

knowledge to strengthen competencies and maintain competitiveness (Asheim and Gertler, 2005). 

 

German Regional Policy 

The experience of German regional politics is interesting for Russia primarily because of the known proximity of the German 

cooperative and Russian models of federalism. The following features characterize them: a high degree of centralization of 

power, large scale inter-regional redistribution of budgetary funds, as well as the general organization of economic relations 

between the center and regions. This similarity can be explained by the fact that in the process of transition to a market-based 

economy in Russia, the experience of Germany was borrowed, since it was impossible to switch sharply from the planned to 

a decentralized model of federalism (Kuznetsov and Kuznetsova, 2015). 

 

Germany is distinguished by the constancy of economic relations between the center and the regions. It is also important to 

note one of the main features of German regional policy and, more broadly, federal regulation of territorial development in 

the country - this is the declaration in the German Basic Law of the need to create equivalent living conditions throughout 

the country. Article 106 of the German Basic Law states that the needs of the federation and lands in budgetary funds should 

be established on the basis of achieving a fair balance, the absence of an excessive burden for taxpayers and ensuring 

equivalent living conditions throughout the country. Thus, it is specifically stated that ensuring equivalent living conditions 

is also the goal of intergovernmental relations. 

 

In the federal regulation of territorial development in Germany, three relatively independent components can be 

distinguished: intergovernmental relations, regional policy itself, and regional (territorial) planning. Moreover, these three 
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components are administered by three different federal ministries. In the scientific literature, both German and Russian, it is 

also not customary to consider intergovernmental relations and regional politics together, and very little attention is paid to 

the German experience of regional planning in Russia (Kuznetsov and Kuznetsova, 2015). 

 

Inter-land relations in Germany and its dynamics  

The unification of Germany led to a sharp increase in land differentiation in terms of their socio-economic development. So, 

in 1991, the maximum and minimum values of GDP per capita across all lands were almost 6 times (Kuznetsov and 

Kuznetsova, 2015). However, it is worth noting that this differentiation is significantly lower compared to the Russian 

Federation in terms of GRP per capita, where the gap can be 30 times. 

 

Since the mid-1990s, there has been a steady rapprochement in the level of socio-economic development of the western and 

eastern lands of Germany. However, it is worth noting that significant differences between the German lands are traced in 

terms of unemployment. That is why, in the framework of regional policy, it is precisely indicators of the state of the labor 

market that are given increased attention. 

 

Inter-Governmental Relations in Germany 

According to the Basic Law, Germany has 4 stages in the financial equalization system of Germany. 

 

Stage 1 - the vertical distribution of taxes. At this stage, the share of German lands in tax revenues is established. The three 

main taxes of Germany (income, corporate and value added tax) are equally divided between the federal and state budgets. 

It should be noted that in the Russian Federation there is a similar practice when taxes in certain proportions are distributed 

between budgets of different levels (although they are called federal), as well as taxes intended for one budget level.  

 

Stage 2 - horizontal alignment of tax revenues. At this stage, there is a horizontal distribution of taxes between individual 

lands according to the following rule: taxes are credited to the budget of the land in which these taxes are levied. The 

exceptions are value added tax, income tax and corporate tax.  

 

Stage 3 - the horizontal redistribution of income between German lands. In the course of such a redistribution, tax revenues 

are taken into account not only of land, but also partially of local (community) budgets (since lands are responsible for 

providing local budgets with the funds they need). The redistribution of funds proceeds from the fact that the needs for 

budgetary income per capita are the same in all lands, with the exception of city-lands (Hamburg, Bremen, Berlin), which 

require higher amounts of funds per capita. 

 

Stage 4 -  targeted grants to finance the tasks that they are forced to implement. So, funds are allocated for the construction 

of infrastructure and to compensate for the low budgetary provision of municipalities. In addition, grants are intended to 

compensate for additional costs associated with structural unemployment (Kuznetsov and Kuznetsova, 2015). 

 

Results and Conclusion 

Approved by the Presidential Decree, the Fundamentals of the State Policy of Regional Development of the Russian 

Federation for the period up to 2025 provide for provision of sufficient budget funds to the regions for implementation of 

strategic planning tasks. One of the main directions is stimulation of building up the region’s own economic potential, which 

will affect the volume of intergovernmental transfers in the future. In this way, incentives are created to increase the pace of 

regional development, but at the same time, imbalance may increase when “rich” regions receive even more.  

 

It also postulates the need to improve the system of formation, distribution and provision of intergovernmental transfers 

while increasing the independence of state authorities of the subjects and pursuing a single economic policy in the interests 

of the development of the region and the state. Nevertheless, given the level of regional inequality, it is almost impossible to 

speak of an independent fiscal policy. 

 

In accordance with the provisions of Chapter 16 of the Budget Code of the Russian Federation, inter-budget transfers from 

the federal budget to the budgets of the RF budget system are provided in the form of: 

 

• subsidies for equalizing the budgetary provision of subdivisions of the Russian Federation; 

• subsidies to the budgets of subdivisions of the Russian Federation; 

• subventions to the budgets of subdivisions of the Russian Federation; 

• other inter-budget transfers to the budgets of subdivisions of the Russian Federation; 

• inter-budget transfers to the budgets of state extra-budgetary funds.  
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Budget subsidies of subdivisions of Russia from the federal budget are understood as inter-budget transfers provided to the 

budgets of subdivisions of the Russian Federation with the aim of co-financing expenditure obligations arising from the 

exercise of the powers of state authorities of Russian subdivisions. 

Condition for granting subsidies to the budgets of Russian subdivisions is the presence of in the budget of the subdivision 

budget allocations for the execution of expenditure obligations of the Russian Federation, to which the subsidy is granted 

co-financing, to the extent necessary for their execution. 

 

Modern inter-budget transfers’ organization in Russia has many drawbacks.  

 

The first drawback is the imperfection of the financial support mechanism for the powers delegated to the state authorities 

of subdivisions of the Russian Federation. 

 

The second drawback is the multichannel inter-budget redistribution of funds, manifested in the multiplicity of targeted 

transfers. Despite the guidelines for reducing the number of types of intergovernmental subsidies, this trend cannot be 

overcome. 

 

The third drawback is the gaps in the legal support of inter-budget transfers between subdivisions of the Russian Federation 

outside the federal budget law. 

 

Lack of funds in budgets does not allow regions to build their own investment policies aimed at developing their territories. 

The budget equalization system is ineffective. The level of budgetary provision in the regions may differ many times. Often 

the most subsidized regions are characterized by high budgetary security. The existing system of distribution of inter-budget 

transfers in Russia deprives the regions of incentives for development. The findings from this study are essential for 

development an effective regional policy increasing national wealth in Russian Federation. 
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Abstract 

 
Report: The BRICS Strategic Economic Group consisting of five emerging economies (Brazil, Russia, India, China and 
South Africa) has gained influence on the global economy and decisions on economic and political problems. The group of 
BRICS countries has incredible human resources, mineral resources, large productive volumes, and combines economies 
with significant differences in the level of development and models of economic growth. The article provides a 
comparative study of the social and economic factors of the BRICS countries' development, analyzes macroeconomic 
indicators, and identifies the pattern: the higher the heterogeneity of a country in regional terms is, the more complex its 
development is, and the higher the requirements for an effective regional policy are. 
 
Thus the Grouping of BRICS countries plays an important role in solving both economic and political problems facing the 
world economy. 
 
The BRICS countries being characterized as the fastest-growing major countries play a key political and economic role in 
vast regions of the world; and they collectively possess the world's largest resource potential, vast domestic markets, and 
labor reserves. The Governments of these countries have initiated economic or political reforms to enable their countries to 
become part of the global economic system. In order to be competitive in the global market these countries have focused 
on education, foreign investment, domestic consumption and domestic entrepreneurship. 
 
The methodological approaches to assessing the quality of financial statements as well as the BRICS development strategy 
and priorities for Russia are based on the works of M. L. Batalin, T. V. Bordachev, M. S. Bochkov, K. O. Vishnevsky, V. 
O. Gorbachev, etc. The paper "BRICS countries in the modern world economy" by E. F. Avdokushin and M. V. Zharikov 
reveals the essence of the phenomenon of BRICS trans-regional partnership from an economic point of view. The detailed 
analysis of the internal factors that determine the process of economic growth in the member states of the BRICS trans-
regional community is given in the works of E. F. Avdokushin and M. V. Zharikova.  
 
The methodological basis of the research is determined by the following fundamental methods and principles: analysis, 
synthesis, analogy, abstraction, descriptive, mathematical and mathematical-statistical methods. 

 
Keywords: BRICS countries, economy, unemployment, inflation, macroeconomic indicators, region, regional policy, 

regional development. 

 
Introduction 
 
The BRICS consists of five major countries situated on different continents, among them there are China and India, the 
two largest countries in the world in terms of population; Brazil and South Africa, the largest countries in South America 
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and Africa; and Russia, the largest state in terms of territory but with a significantly smaller population. BRICS accounts 
for about 43% of the world's population. Thus, the grouping of BRICS countries unites economies with significant 
differences in the level of development and models of economic growth, such as Brazil, Russia, India, China, South Africa. 
The main macroeconomic and social indicators of the BRICS member countries as of 2019 are presented in Table 1. 
 

Table 1: Macroeconomic Indicators of the BRICS Member Countries 

 

Indicators Brazil Russia India China SOUTH 

AFRICA 

(RSA) 

GDP real, % to the previous year 0,9 1,1 6,1 6,1 0,7 

GDP nomin., trillion US dollars 1,8 1,6 2,9 14,1 0,4 

GDP per capita by PPP, thousand international 
dollars.(current, 2017) 

14,4 25,9 7,3 17,0 12,0 

The rate of accumulation, % of GDP 15,7 23,1 31,3 43,4 17,6 

Average annual inflation, % 3,8 4,7 3,4 2,3 4,4 

Population, billion people 0,21 0,15 1,35 1,4 0,06 

State budget balance, % of GDP -7,5 1,0 -7,5 -6,1 -6,2 

Public debt, % of GDP 58,1 - - - 55,3 

Current account, % of GDP -1,2 5,7 -2,0 1,0 -3,1 

 
It should be noted that China being comparable in terms of population to India produces GDP in PPP almost 2.5 times 
higher than the corresponding indicator for India, and the spread of GDP in PPP per capita within the BRICS is 3.9 times. 
The values of the per capita indicator for China, Brazil and South Africa are close: they are 16.7, 15.6 and 13.5 thousand 
international dollars/person respectively. It is also worth noting that Russia is almost twice ahead of these countries in 
terms of GDP in PPP per capita, and India is twice behind them. At the same time, the maximum social inequality is 
observed in South Africa which is in the middle of the distribution and remains a country with one of the highest levels of 
social inequality not only among the BRICS countries but also in the world [5]. 
 
The human development index reflects differences in the social and economic situation of the countries, so it is worth 
pointing out that the highest human development index is in Russia, and in the ranking of 188 countries Russia overtakes 
South Africa by 70 and India by 82 rating positions. 
 
The value of the accumulation rate is one of the key parameters of economic growth in the country, thus the given-above 
data shows that the problem of low accumulation rate is clearly expressed in Brazil and South Africa. The accumulation 
rate in Brazil is 15.7 %, and in South Africa it is 17.6 % while the characteristic value of this indicator for developing 
countries is more than 20 %. It is also worth noting that in these countries the issues of high unemployment are very acute, 
so in Brazil this figure is 12.8 %, and in South Africa it is 27.5%. However, in China the situation is the opposite, in this 
country the ultra-high rate of accumulation prevails (44.4 %), nevertheless, unemployment remains at a consistently low 
level [1]. 
 
India ranks first among the BRICS countries in terms of inflation in consumer prices, it is followed by Brazil, Russia and 
China. In terms of GDP at current prices, India ranks fourth, and China ranks first. At the same time, China has the highest 
income tax rate, and Russia has the lowest one. India has the highest employment rate in the agricultural sector. According 
to the share of the population living on less than US $ 2 per day, the countries are distributed as follows: India is ranks 
first, followed by China, Brazil and Russia [2]. 
 
If we consider the period after the "great recession " of 2008-2009, we can see that the economies of the BRICS countries 
have slowed down. In general, since 2000, the economies of countries such as China and India have grown 4.5 and 3.3 
times. These countries passed the global crisis of 2008-2009 with a slowdown in growth but without a deep drop in 
macroeconomic indicators and returned to pre-crisis GDP growth rates in 2010. However, the average annual growth rate 
of China's economy declined from 10.8 % in 2000-2007 to 8.1 % in 2008-2017 which affected the dynamics of the global 
economy in the post-crisis years. The dynamics of the BRICS countries' GDP, in % compared to the previous year, is 
shown in Figure 1 [5]. 
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Fig. 1: Dynamics of GDP of the BRICS countries 

 
After relatively high growth rates in the early 2000s, the deepest drop in GDP among the BRICS countries during the 
global crisis of 2008 - 2009 occurred in Russia, but in general, in 2000 - 2017, Russia managed to increase GDP by almost 
1.8 times. There is also an increase in GDP per capita in 2019 by 1.2%, and in 2020 up to 1.9%. This is due to the fall in oil 
prices, as well as an increase in the VAT rate on private consumption. It should be noted that a similar dynamics was 
observed in the export-oriented production of the extractive industry and the agricultural sector of the Brazilian economy.  
 
These countries remained in the negative growth zone in 2015-2016. GDP per capita fell by 9.7% in the second quarter of 
2020, it is the worst indicator since 1996. It is also worth mentioning that the global crisis had a negative impact on the 
economy of South Africa, so in 2000 - 2007 the country's GDP grew by an average of 4.3 % per year, but after the global 
financial crisis, there was a decrease in export prices for coal and, thus, the average growth rate slowed down to 1.9 %.  
 
The regions of the BRICS countries also developed unevenly. The imbalance of the regions was formed under the 
influence of various factors, as well as the political direction of the states. As a result, the regions were entrenched in 
inequality between territories. There is a pattern that the higher the regional heterogeneity of the country is, the more 
difficult its development is, and the higher the requirements for an effective regional policy are. 
 
In the world, the BRICS countries occupy more than a quarter of the earth's surface area (26.7 %), make up almost 42 % of 
the population (including China and India together – 36.2%), they account for a fifth of GDP (China - 12.1 %) and almost 
42% of international reserves (more than 76% of which belongs to China) [3]. 
 
The BRICS countries have a high potential for development based primarily on their huge resources. The mineral, natural 
and human resources of the BRICS countries are presented in Table 2. 
 

Table 2: Mineral, natural and human resources of the BRICS countries [4] 

 

Indicators Brazil Russia India China SOUTH 

AFRICA 

(RSA) 

Population (million people) 207,7 144,0 1316,9 1390,1 56,5 

The territory (1000 km2) Place in the world, 
including cultivated land 

851555 1712514 328772 960033 1221 

Fresh water reserves (billion cubic meters) 5 418 4 313 1 260 2 813 45 

Forest area (million hectares) 520 809 68 207 6 

Proven oil reserves (million barrels) 13 990 60 000 8 935 20 350 15 

Oil production (thousands of barrels per day) 2193 10280 858 4090 - 

Metal ore reserves (million tons) 29 000 25 000 7 000 23 000 - 

Production of metal ores (million tons) 390 100 240 1 200 55 
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The countries are rich in mineral resources. Russia is the world's largest exporter of oil and gas, India exports iron ore, 
diamonds, gold, thorium, and China has large reserves of coal, copper, aluminum, molybdenum, manganese; Brazil has 
reserves of iron and manganese ore, bauxite, nickel, uranium ore, tungsten, gold, zirconium, thorium; there are also data on 
significant oil reserves explored in the country. Brazil and Russia are the owners of the largest reserves of fresh water. The 
BRICS grouping accounts for 32 % of the world's arable land, while Russia, Brazil and China account for 38.2% of forest 
areas. 
 
Four of the five BRICS countries are the largest exporters in the world commodity markets. Being one of the largest 
exporters China owns about 11 % of world exports of goods and 10% of imports. Brazil, India and Russia are among the 
thirty world's largest trading partners. 
 
China is the leader in foreign trade activity within the BRICS. It accounts for about two-thirds of the total trade turnover of 
the BRICS countries. The second place in this indicator was occupied by Russia – 14 %, followed by India-13 %, Brazil-8 
% and South Africa-3 %. 
 
Throughout the history of the BRICS group, half of its mutual total exports have come from China. By all means, the effect 
of "high base" all this time at the highest unit growth rates the Chinese economy has a direct impact on the proportion of 
inter-country exchange in the BRICS, as a result, the total weight of China's trade with Russia and Brazil in the total 
commodity turnover of the BRICS is more than 52%, and with India and South Africa it is 31%. For participants in foreign 
economic activity, such a proportion of the trade flows distribution within the BRICS also indicates that today every third 
foreign trade transaction in these countries is concluded with Chinese partners, which, of course, can be attributed to the 
asset and state policy of the People's Republic of China, and the competitive advantages of Chinese goods [5]. 
 
Despite the high growth rates of foreign trade, the share of intraregional trade within the BRICS remains insignificant. 
Thus, Brazil sends 10% of its exports to the BRICS countries, India-8 %, China-about 7 % and Russia-6 %. The growth in 
the share of intraregional trade is almost exclusively due to the increase in the volume of bilateral trade of the BRICS 
countries and China. 
 
Among the key characteristics that unite the BRICS countries there are quite high levels of economic development, 
significant human capital (both quantitatively and in terms of the development of intellectual resources, talents), absolute 
leadership in their geographical region, and, most importantly, the ability to have a significant impact on the development 
of the world economy in the next 20-30 years [6]. 
 
In the context of the aggravation of the geopolitical situation, in particular the crisis in Ukraine, the introduction of 
sanctions against Russia by the West, Russia's cooperation with the BRICS countries is of particular importance. The place 
of BRICS in Russia's foreign policy strategy is predetermined by the understanding of the importance of restructuring 
international relations and creating a multipolar world. Russia's participation in BRICS is a chance to take its rightful place 
in the global governance system and use this factor for its own modernization. Russian interests as a BRICS participant are 
represented by 5 main elements. Thus, through the participation in the BRICS Russia intends to: 
 

1. To contribute to making the international monetary and financial system more equitable, stable and efficient; 
2. To ensure peace and security on the basis of respect for the sovereignty and territorial integrity of other States, 
non-interference in their internal affairs; 

3. To strengthen the multi-vector nature of its foreign policy; 
4. To develop privileged bilateral relations with association partners; 
5. To expand its linguistic, cultural and informational presence. 

 
The BRICS countries have a rich scientific and technical base, significant potential and best practices that can be 
exchanged and used for fruitful cooperation. Cooperation with the BRICS countries is particularly beneficial for Russia 
because the BRICS countries, in fact, like Russia for the BRICS countries, are a source of the most important high 
technologies, so the creation and implementation of such technologies serve as the basis for further economic development 
of any country. It is also important to note that that the potential for innovative cooperation between Russia and the BRICS 
countries lies in overcoming common obstacles, in particular: lagging in science-intensive areas, dependence on foreign 
technologies, lifting restrictions on private investment in development and introducing of new technologies. The inclusion 
of Russia's foreign trade interests in the BRICS trade and economic cooperation agenda should contribute to the promotion 
of Russian exports by creating more favorable conditions for mutual trade and cooperation on competition policy.  

 

Conclusion 

 
The BRICS countries have set the direction for a new world economic order in which countries will control their financial 
future. The main tasks of the BRICS are to find ways to accelerate global development, to attract capital flows to the real 
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sector of the economy and to increase the level of employment. The low growth rates of the world economy and the high 
unemployment rates make these tasks extremely important. The BRICS grouping plays an important role in resolving both 
economic and political issues facing the global economy. The BRICS Strategic Economic Group consisting of five 
emerging economies has gained influence on the global economy and decisions on economic issues. The BRICS countries 
account for 27 % of the world's GDP, 40 % of the world's population and about 30 % of the planet's territory. The BRICS 
share in the global flow of foreign direct investment is 18 %, and domestic trade between the BRICS countries is $ 228 
billion. Trade between the BRICS countries is on the rise, and strategically important indicators such as foreign direct 
investment inflows, gross domestic savings and investment are also growing. 
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Abstract 
 
Report: In the context of the modern world economy, the issues of further development of the BRICS countries, their 

participation in international trade, strengthening their positions in the political arena, as well as the joint creation of 

financial institutions, acquire particular relevance not only within the group, but also outside of it. 

The article examines the BRICS countries and their impact on the global economy since over the past few decades, the 

BRICS countries have begun to play a vital role in the global economy in terms of total output, investment capital, and the 

consumer services market. It was revealed that the BRICS members are rapidly developing, large countries that have a 

large number of important resources for the world economy and, in turn, complement each other favorably. Since in the 

BRICS countries, the extractive industry plays an important role in the national economy, which is one of the main sources 

of financial receipts in the course of foreign economic activity, an analysis of the extractive industries of these countries 

was carried out. The positions of Russia of participation in BRICS have been determined, which consist in the fact that 

participation is beneficial for Russia as a whole since it finds a new platform for discussing world problems. Besides, 

cooperation with BRICS is beneficial for Russia in various areas such as biotechnology, pharmaceuticals, etc. taking into 

account the investment opportunities of BRICS. Also, the political influence of the BRICS countries on the world economy 

is considered, the features of the regional development policy of each of the BRICS countries are studied. It was revealed 

that the states included in this group managed to choose their own path, which ultimately became the key to their success. 

Thus, despite the numerous challenges facing developing economies, it is highly likely that the BRICS countries will 

become the base that will pull the world economy out of uncertainty. The BRICS countries have significant reserves of 

multilateral cooperation and support for trade and economic ties. Therefore, it is necessary to harmonize trade and 

economic relations between partner states to solve strategic problems and improve the living standards of the population. 

Methodological approaches to assessing the quality of financial reporting, as well as the BRICS development strategy and 

priorities for Russia are based on the works of M.L.  Batalina, T.V. Bordachev, M.S. Bochkova, K.O. Vishnevsky, V.O. 

Gorbachev, and others. The work of EF. Avdokushina, M.V. Zharikova's "The BRICS Countries in the Modern World 

Economy" reveals the essence of the phenomenon of the BRICS trans-regional partnership from an economic point of 

view. The works of the authors E.F. Avdokushin and M.V. Zharikov provide a detailed analysis of the internal factors 

determining the process of economic growth in the member states of the BRICS trans-regional community. 

The methodological basis of the research is determined by the following fundamental methods and principles: analysis, 

synthesis, analogy, abstraction, descriptive, mathematical and mathematical-statistical methods. 

 
Keywords: BRICS countries, world economy, politics, macroeconomic indicators, trade turnover, financial institutions, 

investment capital, mining industry. 
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Introduction 
 
The BRICS countries differ significantly in terms of the level of economic and social development, historical and cultural 

traditions among themselves. But, despite this, Russia, China, India, Brazil, and the South African Republic are 

collectively striving to create a fair system of international relations, which equally takes into account the interests of 

developed and developing countries, large and small countries that have been formed for a long time. 

 

One of the prerequisites for the unification of the countries was the high potential for further growth, as well as the 

existence of common goals and long-term interests aimed at strengthening our positions and becoming full-fledged players 

in the international arena. 

 

The potential of the BRICS states is very great. He is able to overcome the emerging problems that lead to a mismatch of 

interests on a number of issues, as well as a difference in the financial systems of the countries in question, in the structures 

of their economies, and in the priorities for the development of foreign economic and foreign policy relations. 

 

The main goals of BRICS are to find ways to strengthen political, economic, trade aspects, develop technologies, improve 

education and focus on more effective policies to protect the environment [1]. 

 

The BRICS countries are considered to be rapidly developing, large countries. They have a large number of important 

resources for the world economy and in turn, complement each other favorably. 

 

In the BRICS countries, the extractive industry plays an important role in the national economy. The products that are 

formed with the help of the extractive industry in Russia, Brazil, South Africa, China, and India are one of the main 

sources of financial income in the course of foreign economic activity. 

 

Table 1: Extractive industry of the BRICS countries [6]. 

BRICS 
countries 

Coal mining Oil mining Natural gas mining Iron ore mining 

million tons 
place in 

the world 
million 

tons 
place in 

the world 
billion 

m3 

place in 
the 

world 

million 
tons 

place 
in the 
world 

Brazil 6,3 27 2,6 13 18 25 367 2 

Russia 351 6 522 2 680 2 102 4 

India 595 3 1 22 40,4 17 155 6 

China 3549 1 206 4 107 6 1310 1 

South Africa 259 7 0,1 50 1,4 38 568 7 

 

China is the leader in coal mining. According to official data, over 781.5 billion tons of coal are deposited on the territory 

of China, about 97% of which is coal, and often a very valuable type of mineral - hard coking coal. Russia is the second-

largest oil producer in the world - about 10 million barrels of oil per day. Also, the leading position in the world in natural 

gas production goes to Russia. In 2019, more than 680 billion cubic meters of minerals were extracted from its bowels in 

the country. And iron ore mining is one of the leading sectors of the manufacturing complex in China. That is why China 

ranks first in the world in the extraction of iron ore. 

 

In terms of GDP, the BRICS countries are world leaders. In 2019, the total nominal GDP of the BRICS countries 

amounted to USD 20.8 trillion, which in value terms is 24% of the global volume. 

 

India and China are some of the fastest-growing economies in the world. Despite a slight decrease in the growth rate, in 

2019 the value of the indicator was 6.1% and 4.2%. The aggregate GDP growth for 2015-2019 in Brazil and Russia 

amounted to 4.5% and 3.4%, respectively. 

 

Nevertheless, according to forecasts of the International Monetary Fund, in connection with the coronavirus pandemic, 

restrictive measures introduced by the authorities of China, India, Russia, and South Africa, the total GDP of the countries 

will decrease by more than 5%. This decline in gross value added is attributed to disrupted supply chains, reduced 

consumer demand, an increase in the number of unemployed, closed borders, and the expectation of repeated outbreaks of 

the virus [5]. 
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According to the IMF estimates, the GDP of India and China will not decline at the end of the year, but the growth rates 

will collapse compared to the values of the indicator in previous years. In 2021, the Chinese economy will demonstrate the 

growth of only 1.2%, while the Indian economy - 1.9% [5]. 

 
Table 2: Sectoral structure of the gross domestic product of the BRICS countries [6] 

 

Country 

 
GDP, 

trillion 
$ in 
2018 

Population 
in 2018, 
million 
people  

Sectoral structure of the gross domestic product of the BRICS countries 

Agriculture 
and 

forestry, 
fishing and 

hunting 

Industry Construction 

Trade, hotels, 
restaurants, 

transport, and 
communication

Financial 
activities, real 

estate 
transactions, rent 

and service 
provision 

Public 
administration, 

education, health 
care, social services 

Brazil 2,138 210,1 4,5 22,7 4,7 30,2 16,3 24,5 

Russia 1,719 146,7 4,0 33,1 8,4 27,4 19,8 16,1 

India 2,848 1366,1 15,4 29,8 8,6 24,9 17,9 15,3 

China 14,092 1386,0 7,92 39,8 9,9 16,6 15,2 12,4 

South Africa 0, 370 55,8 2,2 29,2 4,1 23,9 22,9 23,6 

 
As can be seen from Table 2, the industry in all BRICS countries makes up a significant share of GDP. So in China, the 

share of industry is 39.8%, in Russia - 29.0%, in South Africa it is 25.4%, in Brazil - 21.6% and in India - 19.2%. The 

share of agriculture, forestry, fishing in the economies of the BRICS countries is high, and metallurgy occupies an almost 

equal share of industry in the economy of India (17.6% versus 19.2%). 

 

All the countries of the BRICS community have the status of major industrial powers. The share of industry in the structure 

of GDP of the BRICS countries is relatively high. And that is why they are among the top ten countries in the world for the 

production of industrial products [2]. 

 

China is the leader of this integration grouping, it is developing sufficiently in all spheres and directions, in addition, its 

economy ranks second after the US economy. Despite this, China is looking for reliable partners in the world arena.  And 

therefore BRICS helps this country to solve such issues, i.e. provides reliable suppliers and potential investors. 

 

Russia's position is that it is generally beneficial for it to participate in the BRICS. Here she finds a new platform for 

discussing world problems. In addition, cooperation with BRICS is beneficial for Russia in various areas such as 

biotechnology, pharmaceuticals, etc. taking into account the investment opportunities of the BRICS [3]. 

 

According to many experts, India joined this group in order to modernize its national economic system. Thanks to BRICS, 

India gains access to new technologies. In addition, India views its participation in the integration group through the prism 

of achieving various goals. 

 

Brazil has a balanced system. The Brazilian economy is considered to be quite diversified, i.e. both agriculture and 

industry are developed here. In addition, since Brazil is a BRICS member, it can count on attracting new investments and 

access to new technologies. 

 

South Africa views its participation in BRICS through the prism of achieving goals. Among the main goals is to become a 

permanent member of the UN Security Council, and to consolidate the main positions on the African continent.  Other 

pragmatic goals are also pursued. 

 

Members of the BRICS Association create global recommendations for the development of programs for economic 

development in the economic circumstances prevailing in the modern world, and also put forward proposals for adjusting 

the global financial system. At regular meetings, they discuss issues related to changes in global financial flows and the 

interaction of economic systems. 

 

One of the main achievements in the financial and economic sphere of BRICS was the creation of the New Development 

Bank.  Its main goal is to contribute to the sustainable development of the BRICS and developing countries by financing 

infrastructure projects and other projects aimed at sustainable development. 
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At the end of 2018, the NDB Board of Directors approved lending to 6 projects in the BRICS countries, worth more than 

USD 1.6 billion.  All of them were aimed at creating an efficient and modern infrastructure in the BRICS countries. 

The BRICS countries are by far the most dynamic group of countries in the world in attracting foreign investment and 

overall economic development. The GDP of the BRICS countries in terms of purchasing power parity exceeds the GDP of 

the EU and further, according to experts, this gap will only grow. The rapid economic development makes investments in 

real estate in the BRICS countries especially attractive, as they bring from 40 to 80% of profit per year. The stock markets 

of these countries are also growing quite well. 

 

The political influence exerted within each of the BRICS countries helps to achieve economic results in the world 

economy. Let us consider the features of the regional development policy of each of the BRICS countries. 

 

In Brazil, government support was received in rural areas, including through a pension system that increased payments to 

rural residents, thus the measures were aimed at stimulating personal consumption in rural areas. 

 

In India, trade cities received state support, they were given special importance, while the poorer and more populated 

regions did not receive sufficient support. Disadvantaged ethnic, racial, and social groups were concentrated in these 

regions. 

 

In China, coastal regions received government support until the early 2000s. 

 

In South Africa, regions with a relatively low proportion of the white population during the apartheid period were 

practically devoid of state support [4]. 

 

Let us consider the features of the regional development policy of the grouping of the BRICS countries using the example 

of each individual region. 

 

Brazil is divided into 26 states and 1 Federal (metropolitan) district. The financial and economic centers in Brazil include 

three regions, namely: the Federal District, the states of São Paulo and Rio de Janeiro.  Note that the imputed GRP by PPP 

per capita of the capital region is equal to 47.2 thousand ints. dollars/person, which is the maximum value among all 

regions of the BRICS countries, and more than 90% of the region's added value is provided by the service sector.  

 

Brazil has 8 states that belong to the developed regions. The imputed GRP per capita based on PPP in the developed 

regions of Brazil ranges from 15,000 to 21,000 Int. dollars/person and the share of industry in the added value is on 

average 25%, also regions of this type have a large share of services in the added value. In Brazil, the historically less 

developed regions were the states in the North and North-East macro-regions of the country, thus their combined share in 

the country's GDP at PPP is equal to 7%. 

 

In China, a three-tier administrative-territorial division is used, the main stages of which are provinces (autonomous 

regions, cities of central subordination), counties, and townships.  The structure of value-added in China is characterized 

by an extremely high share of industry, including construction - 40.5%.  

 

At the regional level, a significant factor in income differentiation is geographic location, but it is worth noting that in the 

last decade, planned development has led to a reduction in regional imbalance, thus, with the country's average imputed 

GRP at a PPP of 14.4 thousand ints.  USD / person in regions with access to the sea, this figure was 19.6 thousand.  

dollars/person, and in inner China - 11.2 thousand.  USD / person. 

 

South Africa is divided into 9 provinces. The average value of the imputed GRP in terms of PPP per capita in South Africa 

is 13.2 thousand ints. USD / person.  

 

The regional distribution of GDP at PPP in South Africa is uneven, as more than a third of the country's GDP at PPP was 

in the Gauteng region - 34.1%, where the country's most populous city Johannesburg and the capital Pretoria are located. 

KwaZulu-Natal province with 16% and the largest city of Durban is in second place in terms of its share in GDP in PPP, 

while the Western Cape province is in third place with 13.6% and the main city of Cape Town.  The only region classified 

as developed is KwaZulu-Natal, so, despite the relatively low imputed GRP by PPP per capita (11.1 thousand international 

dollars/person), it is distinguished by the highest share of the manufacturing industry in the structure of production (16.1%) 

and employment (13.6%). 

 

India. The administrative-territorial division of India includes 36 units: 29 states, 6 union territories, and the capital district 

of Delhi.  The share of industry in added value in India in the regions ranges from 12.9% to 31.4%.  The only exceptions 

are two financial and economic centers - Delhi (9.6%) and Chandigarh (9.1%), in the structure of added value of which 
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more than 80% falls on banking, insurance, and other services, as well as developed regions where the highest shares are 

recorded. manufacturing industries in the regional context, such as Goa (33%) and Sikkim (40.8%).  

 

Goa and Sikkim are also the leaders in terms of the value of the indicator of imputed GRP by PPP per capita, but in these 

regions together live only 0.2% of the population of India. The GRP by PPP per capita in Goa is 23 thousand. 

dollars/person and GRP by PPP per capita in Sikkim are 19.2 thousand ints. USD / person The national average GRP based 

on PPP is 8.4 thousand ints. USD / person The financial and economic centers include Maharashtra, the second most 

populous state (9.2% of the country's population, the capital is Mumbai) with a developed manufacturing and agricultural 

sector, which accounts for almost a sixth of the added value. The imputed GRP by PPP of Maharashtra is 10.9 thousand 

ints. USD / person 

 

Conclusions 
 
Thus, despite the numerous challenges facing developing economies, it is highly likely that the BRICS countries will 

become the base that will pull the world economy out of uncertainty. Of course, soon, the BRICS currencies are likely to 

remain among the losers, continuing to weaken against the reserve US dollar due to the slow growth of the global economy 

as a whole and recessions in some parts of the world. At the same time, in the long term, the situation may change in favor 

of rapidly developing countries. 
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Abstract  

The internet has transformed the economics of communication, creating a spirited debate as to what is the liability of internet 

intermediaries like internet service providers in India. Existing liability schemes generally join traditional fault-based liability 

rules to broad internet-specific liability exemptions. Internet intermediaries, on the other hand, are easy to identify and have 

permanent commercial roots inside the jurisdictions that seek to regulate the internet. Further, these internet intermediaries 

are essential to most of the transactions on which the internet pirates rely. The article aims at evolving an ideal regime for the 

position of internet intermediaries in India after making a comparative study of existing laws in the United States, the United 

Kingdom. The article also points out the protection and immunity that the Indian Information Technology Act provides for 

intermediaries. 

Introduction 

With the advent of ‘World Wide Web’, the Cyberspace has spread its tentacles throughout the globe bringing in its wake 

highly controversial issues. Despite advantages of this matrix of immense utility, the Internet poses potential threat to the 

Internet Service Providers (ISPs) of incurring liability for no fault of theirs. Internet intermediary liability is a very important 

and yet a grey area facing the legal world today. The internet has transformed the economics of communication, creating a 

spirited debate as to what is the liability of internet intermediaries like internet service providers The quantum of liability of 

ISPs has become an important issue for the legislators of all countries. 

The internet a composition of several thousand networks is the fastest growing network in history Barry M. Leiner. Internet 

activity is composed of packets of data, which are sent over privately owned networks.  The reason for its rapid growth is in 

the two main purposes it serves, the specific function of serving as a communications medium making end-to-end 

communications (J. H. Saltzer,1988) possible and the general function where it acts as an information system allowing its 

users to create, store and access data (J. R. Okin 2005). This process is facilitated by intermediaries, which provide the 

infrastructural backbone for such communications. This service has to be provided by a group of service providers known 

as intermediaries. They consist of service providers, web hosting companies, bulletin board operators, search engines etc. 

which facilitate and process hundreds of millions of data transfers every day and host or link to literally billions of items of 

third party content (Apar Gupta ,2007).  

Intermediaries are defined by the Information Technology(Amendment) Act, 2008 of India as “with respect to any particular 

electronic records, any person who on behalf of another person receives, stores or transmits that record or provides any 

service with respect to that record and includes telecom service providers, network service providers, internet service 
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providers, web-hosting service providers, search engines, online payment sites, on line auction sites, online market places 

and cyber cafes. (Mark A. Lemley 2007)” 

The intermediaries can be classified into various groups according to the functions they perform, which include 

communication gateway providers, permanent data hosts, transitory data hosts and linking intermediaries. Permanent hosts 

provide a permanent storage for the uploaded files while the transitory data hosts provide temporary storage. At the same 

time linking intermediaries provide a platform for hyperlinks that lead to other locations on the net. The role and liabilities 

of intermediaries has been under the scanner in recent times due to the development of the internet in ways that had probably 

not been imagined by the inventors of the web. The paper deals with a legal dilemma as to what extent contributory as well 

as strict liability of internet intermediary in India is to be determined comparing with US and UK positions. The paper further 

examine that Do we need a new hypothesis of intermediary liability, which is limited but varies with degrees of potential 

severity? 

International practices of ISP liabilities 
 

American position   

Over the past decade, the U.S. standard for ISP liability began as a negligence rule and flirted briefly with a strict liability 

rule before Congress granted ISPs near-immunity in the Communications Decency Act. The privilege created by section 

230(c)(1) of the Communications Decency Act, 1996 has guaranteed free speech on the Net by giving immunity to the 

provider or user of an interactive computer service for the information flowing through their networks. The CDA encourages 

voluntary action on the part of ISPs by granting them immunity if they take measures to restrict access or availability of 

material that the provider considers to be obscene in content (47 U.S.C. § 230 (c) (2) (A). 

(i)  Zeran v. America Online (129 F3d 327 (4th Cir 1997). 

 

The court denied a claim against AOL on the basis of distributor liability. In the suit for negligent dissemination of 

information, AOL pleaded immunity under section 230(c) of CDA. The court expanded the immunity provision so as to give 

protection to ISPs from suits based on both publisher and distributor liability. Treating AOL as a distributor of the information 

and subjecting it to the knowledge or reason to- know standard would be equivalent to considering it as a ‘publisher or 

speaker’ of third-party information.  

Therefore, the court held that distributors are ‘publishers’ encompassed by the immunity provision (Susan Freiwald , Harv. 

J.L. & Tech. Rev ,2001). This case where it was held that section 230(c) “creates a federal immunity to any cause of action 

that would make service providers liable for information originating with a third-party user of the service,” irrespective of 

whether the ISP was acting in the capacity of a publisher, distributor or both has broadened the scope of immunity granted, 

ISPs have escaped liability in most cases including pornography which is not granted protection under the First Amendment 

through the immunity granted by Section 230(c) of the CDA. 

 Through judicial interpretation, courts have taken the trend away from ISP liability thus pre-empting state laws which would 

otherwise have required the ISPs to take due care (Doug Lichtman & Eric Posner,2006). 

(ii) Doe v. America Online (2006 WL 3813758 (E.D. Tex. Dec. 27, 2006). 

The case is illustrative of how section 230 interpretations have resulted in a favourable ruling for AOL in a case of child 

pornography. AOL was not held liable for not monitoring the chat room thereby violating obscenity statutes.  

(iii) Doe v. GTE Corporation (718 So 2d 385 (4th Cir., 1999). 

A case involving athletes who were secretly filmed while undressing, the ISPs were sued by the athletes. However, the court 

did not attach any liability to the ISP. Easterbrook, J. said in this case that ISPs were analogous to common carriers which 

were not liable for the dangerous material they might transport and telephone companies which were not liable even if the 

telephone had been put to use for illegal activities. The position of an ISP was similar and he found no reason why they 

should be not being absolved of liability. 

 UK position 

 It introduced a safe harbour in recommending a fault based liability regime wherein an intermediary would not be liable 

unless he contributed to the transgression through initiation, choosing receivers or altering contents. 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

894



 

 

The United Kingdom has followed stringent measures fixing intermediary liability especially in the case of child 

pornography. Under the Protection of Children Act, 1978, it is a criminal offence to “take, distribute, exhibit, or possess even 

one 'indecent' photograph of a child” in England and in Wales. The PCA was amended by the Public Order Act to include 

data stored on a computer disc or by other electronic means which is capable of conversion into a photograph. It criminalized 

morphed pornography, which was defined in the act as ‘an image, whether made by computer-graphics or otherwise, which 

appears to be a photograph.’ The Sexual Offences (Conspiracy and Incitement) Act of 1996, made putting child pornography 

on the internet punishable in the U.K. It also bans underage sex incited using the internet in the United Kingdom and Wales. 

The state also notified the internet intermediary about what content is illegal and what is not in a move to encourage ISPs to 

regulate them( Mehagen Doyle 1999). 

However, unlike the US, the punishment for possession of pornographic material is quite low as the imprisonment awarded 

in these cases is fixed at six months only (Criminal Justice Act, Section 160 ,1988, (UK).  

(i) Godfrey v. Demon 

The potential liability of online service provider's in relation to content which they handle has provoked much debate in the 

UK since 1999, when the Godfrey v Demon defamation judgment [(1999) QBD, [1999] 4 All ER 342] became the first UK 

case to find such responsibility on the part of an ISP. This was a preliminary hearing in order to establish whether the ISP 

could take advantage of the so called 'innocent dissemination' defence in section 1(1) of the Defamation Act 1996. 

An unknown person, purporting to be Dr Laurence Godfrey, a lecturer in physics, mathematics and computer science based 

in London, made a defamatory posting which appeared on Demon's news server in the UK. The posting could be read by 

Demon's customers. When Mr Godfrey asked Demon to remove the posting (having explained that it was a forgery), Demon 

did not do so. The court found that up until receiving notification of the existence of the allegedly defamatory posting, Demon 

could not have had sufficient reason to suspect that it was not made by Mr Godfrey. However, from the point that actual 

knowledge was received, the defence was no longer available 

Indian Position 

The Indian government too has been alive to the threat of proliferation of online obscenity such as pornography and has 

responded with the enactment of the Information Technology Act, 2000 which specifically addresses the question of 

obscenity on the net. Internet censorship in India has been quite stringent with manifold attempts to filter the content. These 

have taken the form of government mandated filtering by asking ISPs to block access to social networking sites like Orkut 

due to concerns about the content posted on these sites. Instances of journalists being asked to stop updating their Twitter 

accounts after the Mumbai attack on grounds of security illustrate the level to which internet censorship takes place in India 

(Freedom House, Freedom on the Net 2009-India). 

Two important questions need to be addressed. First, how far are penal provisions in the Indian Penal Code, 1860 applicable 

when transactions take place online? What are the standards to be applied in such cases? Second, are stringent measures to 

be taken against the intermediaries who merely facilitate the transmission of information? 

Section 292 of the Indian Penal Code, 1860 does not per se deal with obscenity online. This difficulty was solved by the 

insertion of Section 29 A which included electronic documents also within the purview of documents thus making the law 

applicable to electronic media as well. However, the Indian Penal Code was found inadequate to deal with issues of 

pornography online as fixing liability on the transmitters of information online was found to be difficult as the question of 

motive or intention was difficult to be proved in their case. Even though section 292 includes overt acts, as well as illegal 

omissions, section 35 of the IPC puts intention or knowledge to be proved on the part of the party which is quite difficult in 

the case of ISPs.  

(i)  Ranjit D.Udeshi v. State of Maharashtra, (All Ind. Rep. 881 (S.C. 1965). 
 

The court possibly wishing to dispose of such a technicality of intention being important to prove knowledge of the content 

has said that the first subsection of Section 292 does not make it necessary for knowledge to be there on part of the offender 

as in every case if knowledge of the same were to be proved, it would tip the balance in favour of the offender. His liability 

is therefore strict. However, in the case, it was also said that the prosecution had the burden of proving that accused person 

did intend to sell such an object. 

The Information Technology Act, 2000 found a solution to the question of mens rea to be proved in case of the IPC as it 

does not need such a condition to be met while imposing liability. The Information Technology (amendment) Act, 2000 was 

introduced to ensure compliance with the resolution of the United Nations for the adoption of United Nations Commission 
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on International Trade Law (UNCITRAL) Model Law on Electronic Commerce (Shalini Agarwal CTLR 2007). The 

Provisions of the IT Act together with the ISP guidelines imposed a huge burden on the internet service providers to be on 

the alert monitoring content that came through their networks. 

The instances of assaults perpetrated through the internet have become a cause of concern and has resulted in more and more 

legislation to curb obscenity on the internet. However, what one fears is that the focus has shifted from curbing child 

pornography on the net to increasing harassment of ISPs through intermediary liability and state regulation. Section 67 of 

the Information Technology Act, 2000 is the relevant provision dealing with obscenity online which read with Section 2(1) 

(w) makes a person who receives, stores and transmits a pornographic message liable for the same (Information Technology 

Act, Section 2(1)(w) and Section 67 (2000). Along with this, the ISP guidelines in India in Clause 1.12.4 of the terms and 

conditions make it mandatory for ISPs to ensure that objectionable, obscene, unauthorised or any other content are not 

transmitted through his network and to take necessary measures to prevent it. 

A strict liability regime, as envisaged by the Information Technology Act, 2000, provided very inadequate safe harbours for 

the ISPs as they had the burden of proving lack of knowledge and exercise of due diligence to prevent the commission of 

such an offence (Information Technology Act, Section 67 ,2000). There is lack of clarity as the standards imposed do not 

specify what standard of knowledge is to be imposed, actual or constructive. What is meant by due diligence also evades 

definition leading to imposition of an unduly high burden on the intermediary leading them to indulge in excessive 

monitoring which goes against free speech, privacy of communications online, etc. Irrespective of the role played by the 

intermediary in the transmission of information, they have always been held criminally liable. 

(ii) In My Space Inc v Super Cassettes Industries Ltd, December 23, 2016, Delhi High Court(FAO(OS) 540/2011, 

C.M. APPL.20174/2011, 13919 & 17996/2015).  seems to hold that in cases of copyright infringement, a court 

order is not necessary, and an intermediary must remove content upon receiving knowledge of the infringing 

works from the content owner. It seems that the intermediary protection provided in this case was considerably 

less than the “actual knowledge” requirement under section 79 of the IT Act, Thus, this judgement strengthened 

the safe harbour immunity provided to intermediaries in India under Section 79 of the Information Technology 

Act, 2000 and relieved Myspace from pre-screening user-generated content.   

 

(iii) In the case of Facebook Inc. vs. Surinder Malik (2019 SCC On Line Del 9887), an appeal was filed before the 

Delhi High Court against an order passed in a suit instituted against entities that were allegedly infringing a 

trade mark 'DA MILANO' by posting advertisements and offering to sell products under the trade mark 'DA 

MILANO' on various social media platforms. The Delhi High Court in its order reiterated that an intermediary 

was liable to remove the infringing content as and when it was notified of the same by the plaintiff within the 

prescribed statutory time frame i.e. 36 hours and in the event of any doubt as to the violative nature of the posts 

sought to be removed, Facebook/Instagram will immediately inform the plaintiffs of the same. 

 

Effect of Intermediary strict liability 

The case Avnish Bajaj v. State (3 Comp. Law Jou. 364, Del 2005) stirred a beehive by bringing to public notice the effect of 

intermediary strict liability. Are intermediaries, who merely provide a platform for potential sellers to sell products, to be 

held strictly liable? Are websites like Google, Orkut etc to be held liable for the comments, blogs etc which users might 

upload? When an intermediary has a filtering mechanism in place, can it be said not to have exercised due diligence? The 

definition given in IT Act, 2000, only included network service providers as intermediaries, thus only immunizing them and 

leaving out other types of intermediaries giving no immunity to intermediaries like Bazee. The definition of intermediary in 

Section 2(1) (w) has been expanded to include by Amendment act,2008, and all sorts of computer services. Such a 

comprehensive definition ensures that the wide range of intermediaries is protected under safe harbour provisions which 

were not the case in the Act of 2000. 

Germany’s Federal Law to Regulate the Conditions for Information and Communications Services ("Multimedia Law"), in 

Section 5 of Article 1, makes a clear cut distinction between access providers and host providers. Access providers are 

exempt from any sort of liability for damages though they have a duty to block illegal content if they gain knowledge about 

it. Host providers on the other hand are liable if they had knowledge of the illegal content and they are technically able to 

block the content.  The Indian law so far does not make any sort of distinction between the intermediaries involved and 

applies the same standard to every type of intermediary irrespective of the level of knowledge. A positive trend has been 

seen with regard to immunity granted to intermediaries. Section 79 has been modified so as to bring it conformity with the 

norms adopted by countries of the European Union which regulate liability on the basis of the European Directive on 

Electronic Commerce 2000.The Directive grants immunity to ISPs when they act as mere conduits and do not initiate the 

transmission, select the receiver or select or modify the information contained in the transmission (Michael L. Rustad & 
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Thomas H. Koenig, 2002). This is a welcome measure as it involves a shift from a strict liability perspective to a with-fault 

liability rule where the intermediary is held liable only if he had knowledge of the transmission. 

Contributory liability vis-à-vis Strict liability 

Different approaches to liability 

There are different approaches that can be adopted to impose liability. One such recognized approach is primary or direct 

infringement and the other, the secondary infringement approach. Further the latter may be sub-divided into vicarious and 

contributory liability approaches. These are broadly the approaches one can take while imposing liability upon the ISP. In 

order to prove direct infringement, a plaintiff must prove that he is the owner of the said work and defendant had indulged 

in copying (I. Trotter Hardy ,1994). For establishing that direct copyright infringement has taken place, one need not prove 

that the defendant had specific intent or knowledge about the infringement (I. Trotter Hardy, WIPO Copyright Realties 

Implementation Act: Hearing on H.R. 2281). 

For imposing contributory liability, the defendant must have “with knowledge of the infringing activity, induced, caused or 

materially contributed to the infringing conduct of another (Gershwin Publ’g Corp. v. Columbia artists Mgmt, Inc., 443 F. 

2d 1159, 1126 (2d Clr. 1963)”. Similarly, vicarious liability is applied where the defendant not only had control over the 

infringement but had a direct financial interest in it as well (Shapiro, Bernstein &co. v. H.L. Green Co., 316 F.2d 304, 307(2d 

cir. 1963). 

After Metro-Glodwyn-Mayer studios, Inc. v. Grokster Ltd. (545 U.S. 913, 936-37(2005), intentional inducement as a cause 

of action for third party liability is gaining ground around the world. 

The correct interpretation of contributory liability rejects the view that generalized knowledge supports liability. The courts 

cannot hold the ISPs generally liable for user’s infringement if the ISP supports a great deal of non-infringement material. A 

notice of particular instances of infringement is required. 

International Regulations  

Inorder to determine a contributory liability model for India, it becomes necessary to first the international regulation of the 

liability regime.  

American Law 

 
Under the US laws, an ISP can incur two kinds of liability, namely direct/ primary and secondary, which may be subdivided 

into contributory and vicarious. In cases of secondary liability, merely proof of copying does not suffice. To prove 

contributory liability, it should be proved that the defendant with the knowledge of the infringing activity “induces causes 

or materially contributes to the infringing conduct of another” (Gershwin Publishing Corp. v. Columbia artists Mgmt, Inc., 

443 F. 2d 1159, 1126 (2d Clr. 1963).  

The evolution of the liability laws of ISPs happened with the case of RTC v. Netcom (907 F Supp 1361 (N.D. Cal 1995). 

This can be considered to be one of the most significant developments in the ISP regime as for the first time the courts did 

not impose direct infringement. In this case the court laid the defenses to the law that where an operator could not verify a 

claim of infringement because of possible fair use, the lack of copyright notices on the copies, or the copyright holder’s 

failure to provide the necessary documentation to show that there is a likely infringement, the operators lack of knowledge 

would be found reasonable and here would be no liability for contributory infringement for allowing the continued 

distribution of the works. In the present case the court was inconclusive as whether the defendant’s lack of knowledge was 

reasonable. 

The first case in the US dealing with third party liability was Sony Corporation of America v. Universal Studios (464 U.S. 

417 (1984). The ratio of this case was “the sale of copying equipment… does not constitute contributory infringement if the 

product is widely used for legitimate, unobjectionable purposes, or indeed, is merely capable of substantial non infringing 

uses (464 U.S. 417 (1984). At 418).” 

In the year 1998, the congress decided to enact a legislation that would codify the liability of the ISPs. Thus, the Digital 

Millennium Copyright Act, 1998 was enacted. Title II adds four limitations on the liability of the copyright infringement by 

online service providers (Pub. L. No. 105-304, 112 Stat. 2860 (Oct. 28, 1998). This is done by the insertion of a new section 
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512 in the Copyright Act. The Act essentially codifies the principles laid down in the case of RTC v. Netcom that mere 

passive acts of the ISPs would not attract strict liability. The legislation makes the whole process of attributing contributory 

or vicarious liability more complex. 

Another aspect of the third party liability is section 230 of the Communications Decency Act. According to this section, “no 

service provider or user of an interactive computer service shall be treated as the publisher or speaker of ay information 

provided by another information content provider.” 

UK law 

 
There has been some considerable concern about the possible effect of the case of Godfrey v Demon in so far as it may affect 

the business of Internet Services Providers (ISP) in the UK. 

It is said that an ISP should look to the "common carrier" idea which originates in the common law of England. However, 

this is quite inappropriate. The most substantial difference is that, if A sends one e-mail to B, although the e-mail is copied 

at several places during its transmission, in principal it originates at one point and lands at one other place. A use net posting 

or a web page however may start with one copy and rapidly generate tens of thousands or sometimes even millions of copies 

very quickly. The ISP's business is to provide the mechanism by which this huge power can be generated. 

This is completely unlike the situation with a telephone company or mail delivery service. 

Indian Law 

 
The following provisions of the Information Technology Act, 2000 are relevant to understand the contributory liability 

regime in copyright protection and information technology: 

(a) Section 1(2) read with Section 75 of the Act provides for extra-territorial application of the provisions of the Act. Thus, 

if a person (including a foreign national) violates the copyright of a person by means of computer, computer system or 

computer network located in India, he would be liable under the provisions of the Act. 

(b) If any person without permission of the owner or any other person who is in charge of a computer, computer system or 

computer network accesses or secures access to such computer, computer system or computer network or downloads, copies 

or extracts any data, computer data base or information from such computer, computer system or computer network including 

information or data held or stored in any removable storage medium, he shall be liable to pay damages by way of 

compensation not exceeding one crore rupees to the person so affected. Thus, a person violating the copyright of another by 

downloading or copying the same will have to pay exemplary damages up to the tune of rupees one crore which is deterrent 

enough to prevent copyright violation. 

(c) While adjudging the quantum of compensation, the adjudicating officer shall have to consider the following factors: 

(i) The amount of gain or unfair advantage, wherever quantifiable, made as the result of the  default;  

(ii) The amount of loss caused to any person as a result of the default;  

(iii) The repetitive nature of the default. 

Thus, if the copyright is violated intentionally and for earning profit, the quantum of damages will be more as compared to 

innocent infringement. 

(d) A network service provider (ISP) will not be liable under this Act, rules or regulations made there under for any third 

party information or data made available by him if he proves that the offence or contravention was committed without his 

knowledge or that he had exercised all due diligence to prevent the commission of such offence or contravention. The 

network service provider under section 79 means an intermediary and third party information means any information dealt 

with by a network service provider in his capacity as an intermediary. 

(e) The provisions of this Act shall have overriding effect notwithstanding anything inconsistent therewith contained in any 

other law for the time being in force. 

Cyber laws are meant to set the definite pattern, some rules and guidelines that defined certain business activities going on 

through internet legal and certain illegal and hence punishable. The IT Act 2000, the cyber law of India, gives the legal 
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framework so that information is not denied legal effect, validity or enforceability, solely on the ground that it is in the form 

of electronic records. 

Indian IT Amendments Act 2008 and intermediary liability 

The position on ISP liability in India is the same as prevailing in other countries. However, with the enforcement of the IT 

Amendment Bill 2008, certain additional grounds will be added whereby an intermediary shall not be liable for any third 

party information, data, or communication link made available or hosted by him if the function of the intermediary is limited 

to providing access to a communication system over which information made available by third parties is transmitted or 

temporarily stored or hosted; or the intermediary does not initiate the transmission, select the receiver of the transmission, 

and select or modify the information contained in the transmission and the intermediary observes due diligence while 

discharging his duties under the Act . 

The amended Section 79 of the IT Act ( yet to be enforced) provides that intermediaries will be held liable if the intermediary 

has conspired or abetted or aided or induced, whether by threats or promise or otherwise in the commission of the unlawful 

act; or upon receiving actual knowledge, or on being notified by the appropriate Government or its agency that any 

information, data or communication link residing in or connected to a computer resource controlled by the intermediary is 

being used to commit the unlawful act, the intermediary fails to expeditiously remove or disable access to that material on 

that resource without vitiating the evidence in any manner. 

The amendment to the provision on intermediary liability (s.79) while a change in the positive direction, as is seeks to make 

only the actual violators of the law liable for the offences committed, still isn't wide enough. This exemption is required to 

be widely worded to encourage innovation and to allow for corporate and public initiatives for sharing of content, including 

via peer-to-peer technologies. 

Firstly, the requirement of taking down content upon receiving "actual knowledge" is much too heavy a burden for 

intermediaries. Such a requirement forces the intermediary to make decisions rather than the appropriate authority (which 

often is the judiciary). The intermediary is no position to decide whether a Gauguin painting of Tahitian women is obscene 

or not, since that requires judicial application of mind. Secondly, that requirement is vitiates the principles of natural justice 

and freedom of expression because it allows a communication and news medium to be gagged without giving it, or the party 

communicating through it, any due hearing. It has been held by our courts that a restriction that does not provide the affected 

persons a right to be heard is procedurally unreasonable (Virendra v. State of Punjab, AIR 1958 SC 896). 

The intermediary loses protection of the act if (a) it initiates the transmission; (b) selects the receiver of the transmission; 

and (c) selects or modifies the information. While the first two are required to be classified as true "intermediaries", the third 

requirement is a bit too widely worded. For instance, an intermediary might automatically inject advertisements in all 

transmissions, but that modification does not go to the heart of the transmission, or make it responsible for the transmission 

in any way. Similarly, the intermediary may have a code of conduct, and may regulate transmissions with regard to explicit 

language (which is easy to judge), but would not have the capability to make judgments regarding fair use of copyrighted 

materials. So that kind of "selection" should not render the intermediary liable, since misuse of copyright might well be 

against the intermediary's terms and conditions of use. 

Conclusion 

Internet intermediaries are an essential component for the normal functioning of the internet and its various subsidiary 

services associated with it. However, with the widespread coverage and ease of use, internet intermediaries have also become 

a platform for various anti-social elements to peddle their trade, especially the heinous crime of child pornography. In the 

early stages the governments and state machineries tended to hold intermediaries liable for having child pornographic content 

to mitigate and regulate the trade under the assumption that holding intermediaries liable would promote the same to regulate 

them. This regime however later showed a change in character as the results of the former policy had far reaching 

consequences.  

The United States of America adopted a policy of freeing intermediaries from the chains of liabilities itself in case of third 

party content while the nations of the European Union are showing varying degrees of tolerance towards intermediaries 

hosting offensive third party content. The European E-Commerce Directive was a welcome gesture as it laid down the 

guidelines that were expected to be followed by the members. The Directive adopted a regime of fault based liability. The 

Directive however has not been fully implemented as it is observed that many of the countries yet have to follow the 

guidelines. The developing countries like India still implement a policy of strict liability on the internet intermediaries, 

especially in the case of child pornography.  
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This, however, is not ideal for the proper functioning and regulation of the internet as a strict liability regime can curtail or 

encroach upon various freedoms of the granted to the citizens and at the same time prevent further expansion of the 

intermediary services in the country. The developing countries also should evolve a policy of fault based liability as it is 

economically more feasible and would not affect the rights of citizen as well. 
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Abstract 

The purpose of the article is to consider amendments to the tax system in view of the impact of the crisis phenomena, 
particularly those caused by the 2020 pandemic. The authors analyze international experience of supporting business and 
citizens in the pandemic. The Russian Federation provides information on the most affected sectors and measures taken by 
the government. The article provides the list of coronavirus effects influencing the economic security of the nation state. 
Based on the research, the authors draw conclusions on two aspects of the tax system transformation during the pandemic: 
on the one hand, the authorities take fiscal support measures for certain industries and population groups; on the other hand, 
these measures lead to budget deficits and greater amendments to the tax system in the medium term, which are higher tax 
rates and tightened fiscal policy. 

Keywords: Taxation system, tax system transformation, coronavirus crisis, list of coronavirus effects, international 

experience of supporting business, fiscal support measures, budget, taxes.  

Introduction 

The capitalist market economy is characterized by cyclicality, which was researched by Clément Juglar, Nikolai Dmitrievich 
Kondratiev, and Joseph Kitchin. Cyclical crises are increasingly globalized due to the close linkages that exist in the world 
economy, and the length of the cycles tends to constant shortening. At the moment, the economy is going through the fifth 
large economic cycle, the negative phase of which was characterized by the most noticeable crises of 2008 and 2015. The 
current situation caused by the new coronavirus infection has led to another crisis, the characteristics of which include a high 
rate of spread, global nature, as well as the need to update existing management patterns to take into account the digitalization 
the world economy.  

The global reach and rapidity of corona crisis is confirmed by a study of Verikios (2020), which examines in detail the 
chronology of the virus cases in various countries since December 2019. China, Japan, Italy, the Middle East and North 
Africa have been the first countries affected by the coronavirus.  Further, the United States of America, France, Germany, 
the United Kingdom and other European countries joined the group of the most affected countries. Three months later, 
Oceania, Brazil, other countries in South and Central America, Russia, India, Mexico, and Indonesia detected the cases of 
coronavirus. 

Sufficient knowledge of cyclical crises enables nation states to prepare themselves in advance for these cases and then take 
anti-crisis measures to mitigate the effects of economic downturns. 

Anti-crisis measures are an integral part of the country's economic security strategy, which is characterized by the reduction 
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of the national economy’s vulnerability to external and internal threats, which ensures the country's economic sovereignty, 
the unity of its economic space, favorable environment for the implementation of strategic national priorities according to 
Decree (2017).   

The economic security of the country is impossible without ensuring the economic security of economic entities, i.e. without 
ensuring the stability of their functioning, financial equilibrium and regular profit, the ability to achieve the set goals and 
objectives, as well as the ability to further develop and improve the entities Skachko et al (2020). 

Among the main tasks of the public administration, the optimization of the tax burden on economic entities should be 
discussed separately, taking into account the need to ensure sustainable development of the country's economy, since it is 
the instruments of tax policy that are often actively used in the framework of crisis measures.  

The impact of the new coronavirus infection was felt in Russia in the spring of 2020. Among the most affected sectors, first 
of all the following should be noted: 

- air transportation, airport activities, road transportation; 
- culture, leisure and entertainment; 
- physical fitness, recreational activities and sports; 
- hospitality; 
- public catering; 
- organizations of continuing or supplementary education, non-governmental educational institutions; 
- conference and exhibition activities; 
- household services (repair, laundry, dry cleaning, hairdressing and beauty salons).  

In April and May 2020, the list was expanded to include the following activities: film screenings and health care; museums 
and zoos; as well as retail trade in non-food items. 

Public support measures included: 

- interest-free loan for salary/wage payments; 
- paycheck loan at 2 per cent; 
- financial assistance to the businesses by covering 2/3 of the new loans costs and providing paycheck subsidies; 
- deferral and reduction in tax and insurance payments; 
- expansion of the 8.5 per cent preferential credit programme; 
- assistance to microfinance organizations and regional guarantee organizations; 
- deferral and exemption from rental payments; 
- reduction in administrative burdens; 
- reduction in non-manufacturing costs (including a moratorium on tax and customs inspections); 
- regional subsidies; 
- household income support. 

According to the analytical report of Raiffeisen Bank (2020), the deferral of taxes and mandatory contributions proved to be 
the most popular measure of public support, which was used by 59% of businesses. 

In the Russian Federation, holidays for all taxes (except VAT) and insurance premiums were provided to the most affected 
industries for 6 months, and in November 2020 they were extended until the end of the year. For all other economic branches, 
the insurance premiums will be reduced from 30 per cent to 15 per cent of wages above the minimum rate of labour payment 
(MRLP). 

Similar public support measures have been proposed by other nation states Hiscotta et al (2020). 

China was the first that suffered from the epidemic impact, so its experience was used extensively afterwards. Support 
measures in China Xu et al (2020), Vylkova (2020) can be divided into two main groups:  

- support for the public health sector (in January-February 2020, $2.24 billion was allocated to fight the epidemic in 
Hubei province; $20.8 billion was reserved at the regional level); 
- financial support for other economic sectors.  
- business support primarily included loans on special terms (for example, $42.9 billion for manufacturers of medical 
equipment and materials) and tax incentives for industries in general:  
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- Extension of the due date for tax payment; 
- VAT reduction (from 3% to 1%); 
- abolishing VAT (for small companies in Hubei province); 
- reduction or elimination of employers' social security contributions.  

The Ministry of Finance in China estimates that expenditures on these support measures amounted to $114.3 billion. 

Support measures in European countries are discussed in the articles of Mirza et al (2020), Ponomareva (2020). For example, 
in Austria, advance corporate tax payments for 2020 may be reduced or set at €0.00 per year. The Federal Ministry of Finance 
(Germany) announced the following measures to assist companies affected by COVID-19:  

1) tax deferral upon request if the payment would be found «significant difficulties» for the company. 

2) adjustment of advance payments of income and trade taxes. 

3) withdrawal of enforcement measures and late payment penalties for the affected companies. 

Tax holidays were also granted to enterprises in Italy and Sweden, but according to some authors Vito et al (2020), 
preferential loans will prove to be more effective for optimizing cash gaps in the future.  

For a moderate crisis, where the reduction in revenues is less than 25 per cent, deferral of tax payments is sufficient to 
stabilize the situation, but in the case of a worsening crisis, comprehensive support is required, including a change in the 
terms of debt obligations Ponomareva (2020).  

The support measures considered make it possible to ensure the economic security of economic actors who find themselves 
in a difficult situation due to external factors and who are forced to curtail costs in the face of declining revenues.  

In so doing, national budget expenditure on support measures is increasing significantly, while income is declining as tax 
revenues are declining. For example, in Germany, along with support measures the acceleration of the solidarity tax reform 
(5.5 per cent increase for persons with high incomes) is being discussed. Such a transformation of the taxation system is 
necessary to ensure the economic security of the nation state, which is also threatened in times of crisis. Therefore, it is 
advisable to consider the impact of the coronavirus crisis on budget formation and changes in Russia's tax policy in the near 
future (for 2021). 

Materials and Methods  

As part of the work over this article, open-source information has been collected and analyzed on the impact of coronavirus 
on the development of the world’s economies, support measures taken and their effectiveness. 

Methods of comparative analysis, generalization and correlation are used in this paper. 

The information on the scope of public support measures, their sources and the medium-term adjustment of the Russian 
Federation’s budget has been analyzed. 

The amendments to tax legislation in 2021 were assessed and corresponding budget revenues were calculated. 

Information from the Federal State Statistic Service of the Russian Federation, the Ministry of Finance of the Russian 
Federation, the Federal Tax Service of the Russian Federation, the World Bank, the Central Bank of the Russian Federation 
and other banking organizations was used as source data.  

Results and Discussion  

The most comprehensive analysis of all effects of coronavirus influencing the economic security of the state is given in 
Verikios (2020).  

The authors highlight the direct economic effects: 

1. Increased demand for hospital and other health-care services. 
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2. Increased demand for police and other corresponding services.  

3. Increased numbers of sick leave cases, school and university closures, jobs cuts and cancellation of public events 
and gatherings. 

4. Increased mortality and a corresponding reduction in the labour force. 

5. Decrease in domestic and foreign tourism.  

6. Switching household and business expenses from internal tourism and travel, restaurants and hotels, sports events 
and retail purchases in shops.  

7. Decline in domestic sales. 

The above mentioned effects have a direct impact on the decline in GDP, which is estimated to remain globally until the end 
of 2020 by Verikios (2020) with an average reduction of 2-3%.  

According to the data from the Federal State Statistics Service in Russia, the actual decline in GDP in the second quarter was 
8 per cent as compared to 2019. In the third quarter, the decline slowed and was equal to 3.6 per cent. The entrepreneurial 
confidence index of organizations operating in the mining, manufacturing, and electric power industries hit a three-year low 
in May 2020.  

 The large-scale support measures in the Russian Federation led to a budget deficit, which as of November 1, 2020 amounted 
to 1.8 trillion rubles. When working on the budget of the Russian Federation for the three-year period 2020-2022 the budget 
surplus in 2020. should have been 876.1 billion rubles.  This is due, on the one hand, to the decline in tax revenue from 
taxpayers. On the other hand, there has been an increase in the budget spendings for the support of entities and individuals. 
The budget revenue as of 1 November was executed by 73.5% (15.1 trillion rubles), while budget spending - by 86.2% (16.9 
trillion rubles). Revenue from the Federal Tax Service plays a major role (about 59%) in the replenishment of the budget, 
which by 1 November accounted for only 67.5% of the forecasts (8.9 trillion rubles). The remaining administrative revenues 
come from the Federal Customs Service (RUB 3.6 trillion or 24.5%) and other federal authorities (R. 2.5 trillion or 16.5%). 

The budget deficit in 2020 was compensated by the following measures: 

1) increasing the volume of borrowings; 

2) Attracting the funds from the Sovereign Wealth Fund. 

These measures cannot be long-term, as they are directly related to the rate of risk to the economic security of the country. 
Therefore, other measures to save 900 billion rubles are taken into account in the budget planned for 2021: 

1) reduction in budget spendings by 10 per cent; 

2) reduction in funds for the weapons programme by 5 per cent; 

3) elimination of the salaries indexation for civil servants. 

In addition, the year 2021 is associated with significant changes in the tax system: 

1) increased Mineral Extraction Tax (MET) for the metallurgical industry and producers of mineral fertilizers 
(according to the Ministry of Finance, it will replenish the budget by 56 billion rubles); 

2) shortened list of transactions taxable at the rate of 10 per cent (for example, domestic flights, except for certain 
destinations, would be subject to the rate of 20 per cent); 

3) abolished unified tax on imputed income; 

4) progressive personal income tax rate for individuals whose income exceeds 5 million rubles per year; 
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5) modified procedure of personal income tax calculation for interest acquired on deposits.  

Consider in more detail the effect of the introduced progressive personal income tax rate for people earning more than 5 mln. 
rubles per year. According to the World Bank (“World Inequality” database), the share of working-age Russian citizens with 
an income of over 5 million rubles is 0.5%. According to Rosstat, the population as of 01.01.2020 was 146.7 million people 
in Russia, while 82.7 million people. are of working age. Thus, the number of personal income tax payers on a progressive 
scale can be 413,390 people. According to the World Bank, the richest part of the population has an average income of 16.5 
million rubles per year. Accordingly, at an increased rate of 15 per cent, each taxpayer will be subject to a surcharge of 11.5 
million rubles. In total, the increase in the budget revenues will amount to more than 95 billion rubles. 

Another change in legislation concerns individuals with deposits in the bank exceeding 1 million rubles. Despite the general 
trend towards decreasing the amount of funds held on bank deposits (in the structure of monetary savings of the population 
the share of deposits was 38% in 2018, as compared to 63% in 2013 Higher School of Economics (2020)), according to the 
Central Bank of the Russian Federation the number of accounts in which more than 1 million are stored is 5.9 million with 
the amount of 17.95 trillion rubles. Thus, about 3 million rubles are kept on an average deposit exceeding 1 million rubles. 
According to the changes in tax legislation, tax will be charged on deposits interest income exceeding the product of 1 million 
rubles and the key rate of the Central Bank of the Russian Federation. As of November 2020, the key rate is 4.25%. This is 
the highest rate in the world. Interest on deposits in banks does not exceed 4%. Thus, the taxable income for each deposit 
exceeding 1 million rubles can average 80,000 rubles, and the tax payable is 10,400 rubles. In this case, the total budget 
revenue may exceed 61 billion rubles per year. 

These calculations provide an overview of the impact of tax changes on the regulation of fiscal revenues, which in turn has 
a direct impact on the country’s economic security. 

Conclusions 

1. Public support measures for businesses and the population in Russia in the context of coronavirus crisis are comparable 
to those of other countries and are appropriate to the current situation. 

2. Tax policy modifications in the framework of anti-crisis strategy can be divided into two areas:  

- use of tax policy instruments to support businesses;  

- reform of tax legislation to optimize the budget and reduce its deficit in post-crisis times. 

3. The use of tax policy instruments is one of the most common and affordable support measures and is sufficient in the 
moderate course of the crisis.  

4. Financing measures of public support for businesses and citizens leads to the formation of a budget deficit, which must be 
balanced by the transformation of the tax system. In the case of the Russian Federation, the budget deficit will be covered 
by a reduction in expenditure and an increase in the tax burden since 2021 (increase in MET, VAT for certain activities, 
introduction of a progressive PIT scale and taxation of deposits income). 
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Abstract 

 
The article focuses on the crucial issues of current importance of the Russian regional entrepreneurship development in the 
conditions of business regulations change amid the COVID-19 pandemic. The notion of entrepreneurship is examined 
within the context of historical development and legal status to comprehend the essence of entrepreneurial activity and 
place of entrepreneurship in the Russian economy.   

Analysis of the entrepreneurship development in a lagging behind region of Russia resulted in the finding of its highest 
concentration related to small businesses turnover (micro businesses including) and at the same time keeping up population 
employment. The research found out an entrepreneurship trend to sell third party products reducing average headcount of 
staff in small businesses (micro businesses including).   Hierarchy of  small business economic activity kinds (micro 
businesses including) on the investment share into the fixed capital in turnover (as regards new and import fixed assets 
purchased) shows  nonremunerative investment support to "Agriculture, forestry, hunting, fishing, fish farming" and 
"Construction." Slowing down small business activity is earlier, deeper and more long-lasting in regard to sole proprietor 
activity. Small business development in a lagging behind region is possible only in the sphere of trade. The research 
enlarges the sphere of knowledge and develops abilities of the Russian Government officers to take system managerial 
decisions to allocate and reallocate investments. 

Introduction 

 Topicality of the regional entrepreneurship analysis is attributed to the changes of the business running regulations amid the 
COVID-19 pandemic. Prime Minister Mikhail Mishustin points out that Governors of the regions showing high incidence of 
COVID-19 should be more decisive to impose restrictive measures. The head of the Government stated at the meeting of the 
Government Coordination Council to control the incidence of novel coronavirus infection in the Russian Federation that 
the situation around COVID-19 spreading remains rather tense (Kuzmin V., 2020). 

Restrictive measures and expectation of considerable drop in real disposable income of the population, depending on scenario 
ranging from 8.2 to 12.2% per year, strengthen competition to receive entrepreneurial income. 
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Shaker A. Zahra (University of Minnesota, Strategic Management and Entrepreneurship Department, Carlson School of 
Management, University of Minnesota, USA) believes that changes caused by COVID-19 to the global business 
environment are deep and long-lasting. These changes result in a lot of problems and opportunities (Zahra S. A., 2021). 

The problem of the entrepreneurship development was expressed in Executive Order 474 of 21.07.2020 "On the National 
Development Goals of the Russian Federation through 2030." There were defined national goals of the Russian Federation 
development through 2030: preservation of the population, the health and welfare of the people; conditions for self-
fulfillment and the unlocking of talent; comfortable and safe environment; decent and effective jobs and successful 
enterprise; digital transformation (State system of legal information. Official Internet portal of legal information. 2005 – 
2020). 

Hugo D. Kantis, Juan S. Federico, Sabrina Ibarra García (Institute of Industry, National University of General Sarmiento, 
Argentina) show that  current policy in the field of entrepreneurship is widely included into the general political agenda in 
most countries. In particular developing countries have started to pay attention to start-ups and young companies as 
prospective engines of economic growth and structural transformations (Kantis H. D., Federico Ju S., García Sabrina, 2020). 

Thomas Bilaliib Udimal, Mingcan Luo, E Liu (School of Economics and Management, Southwest Forestry University, 
Yunnan China), Nicholas Oppong Mensah (School of Agriculture Technology, University of Energy and Natural Resources, 
Sunyani Ghana) find out that as for BRICS countries, fiscal freedom, business freedom and financial freedom as well as 
unemployment negatively impact entrepreneurship, whereas population growth impacts entrepreneurship positively (Udimal 
T. B., Luo M., Liu E., Mensah N. O., 2020).   

Eduardo Avancci Dionisio (Department of Science and Technology Policy, University of Campinas, Brazil), Edmundo 
Inácio Júnior, Bruno Brandão Fischer (School of Applied Sciences, University of Campinas, Brazil) reveal that countries 
showing the best indexes in the Dynamic Entrepreneurship Index (IDE) Ranking have relatively inefficient ecosystems, 
while countries with low indexes usually demonstrate higher performance indicators (Dionisio E. A., Júnior E. I., Fischer B. 
B., 2020). 

Urgency of the entrepreneurship analysis is attributed not only to COVID-19, but largely to legalization of the problem of 
its development in Russia. 

On the whole support to the entrepreneurship means a certain compensation of dropping out tax proceeds to the regional and 
federal budgets due to benefits of renting regional and municipal property, regional tax incentives, reducing loan burden on 
business, supporting employment of the population, and reducing control and supervisory burden. 

These benefits to the full extent are a measure to support capitalist socioeconomic formation which keeps its own capital amid 
COVID-18, and the budget of the Russian Federation rolls up with a considerable deficit that will be covered at the expense of 
government borrowings. The budget deficit in 2021 is planned in the amount of 2.75 trillion RUB (2.4% GDP), in 2022 – 
1.250 trillion RUB (1% GDP); в 2023 – 1.412 trillion RUB (1.1% GDP). The budget revenues are expected to make in 2021 
18.77 trillion RUB, in 2022 – RUB 20.64 trillion, in 2023 – RUB 22.26 trillion; the budget expenditures are expected to make 
– RUB 21.52 trillion, RUB 21.88 trillion and RUB 23.67 trillion, respectively.  

The major sources of the budget deficit repayment are government borrowings: in 2021 – RUB 2.938 trillion (1.7 times 
growth to the previously set value), in 2022 – RUB 2.099 trillion (growth by 12.4%), in 2023 – RUB 2.388 trillion. The 
volume of GDP is planned at the level of  RUB 115 trillion 533 billion; in 2022 – RUB 124 trillion 223 billion; in 2023 – 
RUB 132 trillion 822 billion.  

The major sources of income growth set in the Budget of the Russian Federation are as follows: (1) anticipated  oil and gas 
revenue in relation to the GDP - growth from 4.7% in 2020 up to 5.6% of GDP in 2023; (2) additional revenue due to 
modification of tax on additional income from hydrocarbon production, canceling a number of benefits in oil industry; (3) 
increase in MET for metallurgy and production of fertilizers; (4) increase in excise tax on tobacco products; (5) 
introduction of personal income tax in the form of interest on deposits; (6) introduction of progressive personal income tax; 
(7) changes in legislation in terms of corporate income tax by adjusting the agreement on avoidance of double taxation 
(The State Duma adopted the law on the federal budget for 2021-2023. ECONOMY 13:11, 26 November 2020).  

These anticipations should be singled out particularly, as speculative,  from the point of view of revenue growth from natural 
resource rent, and unrelated to the economic growth based on The Fourth Industrial Revolution  – concept of Smart 
Manufacturing on the basis of global industrial Internet of Things and Services. 

Nguyen Phuc Canh (School of Banking, University of Economics Ho Chi Minh City, Vietnam), Bach Nguyen (Aston 
University, UK), Su Dinh Thanh (School of Public Finance, University of Economics Ho Chi Minh City, Vietnam), Sangho 
Kim (College of International Management, Ritsumeikan Asia Pacific University, Japan) emphasize the influence of 
excessive entrepreneurial activity in relation to natural resource rent. This fact is attributed to the heterogeneity of 
development between high-income economies, (HIEs), and low and middle-income economies, (LMEs),  as well as between 
four vitally important natural resources -  coal, gas, forests and raw materials (Canh N. P., Nguyen B., Kim S., 2021). 

The problem of increasing differences in the economic growth rates in the Russian regions exacerbates in these conditions. 
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Business is trying to shift the problem of reducing production costs and  increasing wages to the Federal budget, indirectly 
through tax deductions and regional subsidies - (1) increasing budget allocations to compensate for the shortfall in the income 
to the PF budget due to reduced rates of insurance premiums for certain categories of payers taking into consideration the 
increase in the wage fund according to the forecast of socio and economic development of the Russian Federation for the 
period of 2021 - 2023, as well as due to the introduction of additional reduced rates for certain categories of payers including  
small and medium-sized businesses in 2021 by RUB 404050.0 mln., in 2022 by RUB 431860.0 mln., in 2023 by RUB 
35810.0; (2) increasing budget allocations for inter-budgetary transfers to the Social Insurance Fund to compensate for the 
shortfall in income in 2021 by RUB 91342.4 mln., in 2022 by RUB 97635.5 mln and in 2023 by RUB 7184.8 mln due to the 
reduced rates of insurance premium for a new category of payers - SMEs; increasing total volume of the budget allocations in 
2021 attributed to the lower tariffs on CMI up to 0.1% (instead of 4.0%)  for payers specified in subparagraph 3 of paragraph 
1 of Article 427 of the Russian Federation Tax Code, in 2021 in the amount of RUB 35475.0 mln. (278.6% to the level of 
2021), in 2022 ‒ RUB 37924.1 mln (278.2% to the level of 2022), in 2023 ‒ RUB 40581.0 mln (107.0% to the level of  2022) 
(Explanatory note to the draft federal law "On the federal budget for 2021 and for the planning period of 2022 and 2023"). 

Budget allocations to support implementation of the national project "Small and medium sized businesses and  support of 
entrepreneurial initiatives" are planned in 2021 in the amount of  RUB 56302.7 mln, in 2022 ‒ RUB 60957.8 mln, in 2023 
‒ RUB 78654.0 mln, including Federal projects: "Improving business environment"; “Expanding   access to financing for 
SMEs including concessional financing”; "Acceleration for small and medium size businesses"; "Creation of a support 
system for farmers and the development of agro cooperation"; "Popularization of entrepreneurship". 

There has been observed an increase in concentration of financial resources intended to be used for SMEs in the 
agglomeration of Moscow including follow-on capitalization at the expense of the Russian Federation budget, authorized 
capital of leasing companies registered in Moscow to implement leasing mechanism for small and medium sized 
businesses in Russian regions. 

Assessment of SME development dynamics in the Russian economy is defined not by the leading regions but by those lagging 
behind. Russian Federation constitutes an integral mechanism and development result depends on the regions lagging behind 
(a weak link). The ascent time of a group of tourists is defined by the ascent time of the lagging behind. 

In June 2019 at the meeting with Russian President Vladimir Putin, M. Oreshkin who headed the Ministry of Economic 
Development then said that ten regions showing low economic indexes were selected and then a curator from the Government 
was assigned to each of them. The list of the regions lagging behind consisted of the Altai Republic, Karelia, Tuva, the 
Kurgan Region, Adygeya, Mari El, the Altai Territory, Chuvashia, the Pskov Region and Kalmykia. In late February Russian 
Prime Minister Mikhail Mishustin took a decision to allocate RUB100 bn in two stages to finance development programmes 
of ten regions showing  the lowest socioeconomic indexes, the first tranche making RUB 50 bn [10]. A supervising federal 
executive body responsible for the formation of a comprehensive plan is assigned to each of these regions. For instance, 
Ministry of Industry and Trade of the Russian Federation (D.V. Manturov) is assigned to the Chuvash Republic and the Pskov 
Region. This research line appears to be the most expedient as it exposes the relations of a non-oil-and-gas region and a 
manufacturing activity, with Ministry of Industry and Trade of the Russian Federation participating directly. 

Support of entrepreneurship in the Chuvash Republic is connected: with allocation of subsidies from the republican budget 
to partly reimburse expenses for manufacturing upgrade by SMEs; with deferral of rent for state and municipal property; 
with the introduction of a new form of investment activity state support  as allocation of subsidies from the republican 
budget to reimburse expenses incurred aiming at development (construction), upgrading  and/or reconstruction of premises 
providing  and/or accompanying transportation, power, communal, social, digital infrastructure necessary to implement the 
investment project; with  a change in the procedure for calculating the property tax of organizations on immovable 
property  in respect of which tax base is set as the cadastral value, etc. 

 Methods 

To evaluate the Strategy, we apply methods of statistical, neural network, and cluster analysis that include processing of 
statistical indicators, their systematization and representation in the form of graphs and tables. Statistical data are processed 
using “IBM SPSS Statistics”, tables, charts and graphs are constructed using “IBM SPSS Statistics” and “MS Excel”. 

Neural network analysis allows us to identify patterns of changes in objects or phenomena through building neural 
networks. 

The use of cluster analysis is due to the fact that probabilistic understanding of causality relies on the connectivity of 
changes in the estimated indicators. Cluster analysis systematizes data containing information about a sample of objects 
and organizes the objects of research into relatively homogeneous groups. This allows us to develop a classification of the 
objects or phenomena under study, identify the main schemes for grouping them, and formulate hypotheses. 
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Results and Discussion 

Neural network analysis of the importance of the growth rates of entrepreneurial activity indicators in the Chuvash Republic 
(Table 1) showed their maximal concentration (configuration), the turnover of small businesses including micro businesses 
being dominant. 

Table 1:  Neural network analysis of the importance of the growth rates of  

entrepreneurial activity indicators in the Chuvash Republic, 2012 - 2019 

Indicator Importance, % 

Shipped goods produced by the business, performed works and services on their own by small businesses   
(including micro businesses) 

32.84 59.49 4.31 

Sold goods produced  by a third party  (including micro businesses)   85.01 47.43 100.00
Turnover of small businesses  (including micro businesses)   3.77 100.00 40.82 

Revenue of sole proprietors  (including taxes and similar mandatory payments) from sales of goods, products, 
works and services 

22.65 62.51 27.69 

Average number of employees in small businesses (including micro businesses)   100.00 71.75 0.75 
Arithmetic mean 48.86 68.24 34.71 

Note. Multilayer perceptron, batch training. 

Source: calculated using "IBM SPSS Statistics" according to Rosstat, the Federal State Statistics Service of the Russian Federation. © 

1999 ‒ 2020 Copyright Federal State Statistics Service. https://rosstat.gov.ru (Access: 2020/12/13). 

 
Cluster analysis of business connectivity in the Chuvash Republic taking into account the significance of small businesses 
turnover (including micro businesses) (Table 2) showed the trend «Sold goods produced by a third party   (including micro 
businesses)» to be the priority. 

Table 2: Cluster analysis of business connectivity in the Chuvash Republic, 2012 - 2019. 

Cluster Squared 

Euclidean 

distance 

Turnover of small 
businesses  (including 

micro businesses)   

Sold goods produced  by a third party  (including micro businesses)   179.98 
Shipped goods produced by the business, performed works and services on their own by small 

businesses   (including micro businesses) 
452.44 

Revenue of sole proprietors  (including taxes and similar mandatory payments) from sales of 
goods, products, works and services 

991.80 

Average number of employees in small businesses (including micro businesses)   1593.12 
Note: Hierarchical cluster analysis – the average distance between clusters, the square of the Euclidean distance. 

Source: calculated using "IBM SPSS Statistics" according to Rosstat, the Federal State Statistics Service of the Russian Federation. © 

1999 ‒ 2020 Copyright Federal State Statistics Service. https://rosstat.gov.ru (Access: 2020/12/13). 

 
As for the importance of the growth rates of entrepreneurial activity indicators in the Chuvash Republic (Table 1), the 
choice of the priority trend «Sold goods produced   by third party  (including micro businesses)» significantly decreases the 
mean value of the general configuration due to the drop in the average number of employees of small businesses  (including 
micro businesses). 
 
Hierarchy of economic activity with small businesses (including micro businesses) as for the share of investment into the 
fixed capital in turnover (Table 3) (as regards new and import fixed assets purchased) resembles  the priority of economic 
activity of small businesses (including micro businesses): "Agriculture, forestry, hunting, fishing, fish farming" and 
"Construction." Their total turnover makes15,74% of the total economic activity of small businesses (including micro 
businesses), and investment share to the fixed capital (as regards new and import fixed assets purchased) makes 56,75% of 
the total volume. 
 
A significant share within total turnover of economic activity of small businesses (including micro businesses) is occupied 
by trade that amounts to 46,93%, and the share of investments into the fixed capital (as regards new and import fixed assets 
purchased) makes 2,4%. 
 
Thus, a comprehensive analysis of entrepreneurial activity in the Chuvash Republic resulted in the display of 
nonremunerative investment support to small businesses (including micro businesses) on such economic activities like  
"Agriculture, forestry, hunting, fishing, fish farming" and "Construction". 
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Trade growth rates are attributed to the growth of the indicator "Sold goods produced by a third party  (including micro 
businesses)". With the lack of significant investments to the fixed capital (as regards new and import fixed assets purchased) 
trade growth rates approximate 50% of the total turnover of small businesses (including micro businesses). 
 
Consequently, trade is the only possibility to develop small business entrepreneurship in the Chuvash Republic. Traditional 
priority development trends of MSEs, i.e. "Agriculture, forestry, hunting, fishing, fish farming" and "Construction" require 
business consolidation, the state being involved (public private partnership, PPP). 
 
The analysis of the growth rate difference of the Chuvash Republic and the Russian Federation on the small businesses 
turnover (including micro businesses) showed the slowdown in the Chuvash Republic in 2014-2018. As for the volume of 
proceeds (including taxes and similar mandatory payments) from the sale of goods, products, works and services for sole 
proprietors the slowdown fell on  2016-2019. On the whole, the slowdown of small business activity appears to be earlier, 
longer and deeper relative to sole proprietor activity. 
 
The analysis of the entrepreneurship in the Chuvash Republic reveals that trade is the most profit-making business line. High 
figures of profitability in trade are observed in the trend 'Sold goods produced  by a third party  (including micro 
businesses)" , implying that there is no production and consequently it results in  the decrease in the revenue of the 
republican budget. 
 
Traditional priority trends of small businesses (micro business including) "Agriculture, forestry, hunting, fishing, fish 
farming" and "Construction" appear to be unprofitable, however, they attract 56,75% of the total investments to the fixed 
capital as regards new and import fixed assets purchased. At the same time Anderson Rei Galvão, Carla Mascarenhas, Carla 
S.E. Marques (University of Trás-os-Montes e Alto Douro & CETRAD Research Center, Portugal), Vitor Braga, Marisa 
Ferreira (CIICESI, ESTG, Polytechnic of Porto, Portugal) emphasize the importance of entrepreneurship for rural areas 
(Galvão A. R., Mascarenhas C., Marques C. S. E., Braga V., Ferreira M., 2020). 
 
Solution to the problem of entrepreneurship in the Chuvash Republic involves reallocation of investments from unprofitable 
trends like "Agriculture, forestry, hunting, fishing, fish farming" and "Construction" to "Furniture industry", "Production of 
textiles", '"Education", "Paper manufacturing", "Leather manufacture" increasing turnover with no investments to the fixed 
capital (as regards new and import fixed assets purchased). 
 
Investments should be directed largely to more sustainable businesses of sole proprietors (Smirnov V. V., Semenov V. L., 
2020;  Smirnov V. V., Semenov V. L., Taranova O. L., 2020; Smirnov V.V., Semenov V.L., Zakharova A.N., 2019; 
Smirnov V.V., Talanova T.V., Zakharova A.N., 2018; Smirnov V.V., Zakharova A.N., Talanova T.V., 2019; Smirnov V. V., 
Zakharova A. N., Talanova T. V., 2020; Smirnov V.V., Zakharova A.N., Talanova T.V., 2019; Zakharova A.N., Dulina 
G.S., Talanova T.V., 2020).  
 
Sebastian Aparicio (Durham University, Durham University Business School, UK; Fundación ECSIM, Colombia), David 
Audretsch (Indiana University, Paul H. O’Neill School of Public and Environmental Affairs, Institute for Development 
Strategies, USA), David Urbano (Universitat Autònoma de Barcelona, Department of Business and Centre for 
Entrepreneurship and Social Innovation Research (CREIS), Spain) believe, that availability of credits constitutes the most 
significant factor to motivate entrepreneurship (Aparicio S., Audretsch D., Urbano D., 2021). 
 
Enrico Baraldi (Uppsala University, Sweden), Antonella La Rocca (Rennes School of Business, France), Andrea Perna 
(Uppsala University, Sweden), Ivan Snehota (Università della Svizzera italiana, USI, Switzerland) single out four directions 
of entrepreneurship development: diversity of innovation enterprises; multiplicity of networks consolidating innovation 
enterprises; connection of an innovation enterprise to its context; training and management of an innovation enterprise 
(Baraldi E., Rocca A. L., Perna A., Snehota I., 2020). 
 
Miguel-Ángel Galindo-Martín (Universidad de Castilla-La Mancha, Spain), María-Soledad Castaño-Martínez (Ed. Jurídico-
Empresarial «Melchor de Macanaz», Spain), María-Teresa Méndez-Picazo (Universidad Complutense de Madrid, Campus 
de Somosaguas, Spain) claim that both during crisis and subsequent phase of restoration public expenses to R&D are needed 
to motivate entrepreneurship (Galindo-Martín M.-A., Castano-Martínez M.-S., Mendez-Picazo M.-T., 2021).   
 
Patrick Gregori, Patrick Holzmann (Department of Innovation Management & Entrepreneurship, University of Klagenfurt, 
Austria) show that digital technologies enable the creation of new component configurations of a sustainable business 
model: blended value proposition, comprehensive value creation, multivariate value acquisition (Gregori P., Holzmann P., 
2020). 
 
Based on the structure of the Chuvash Republic economy, the republican government will have to more actively apply the 
mechanism of fiscal deficit financing through internal borrowings. 
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Conclusions 

Analysis of the regional entrepreneurship in the Chuvash Republic being a lagging behind region and at the same time 
defining growth rate of the Russian entrepreneurship, reveals high rates of trade growth which are proved by the growth of 
indicators "Sold goods produced   by third party  (including micro businesses)." 
 
With the lack of significant investments to the fixed capital (as regards new and import fixed assets purchased) trade 
growth rates approximate 50% of the total turnover of small businesses (including micro businesses). Traditional priority 
business trends like "Agriculture, forestry, hunting, fishing, fish farming" and "Construction" are not profit-making and 
require business consolidation on terms of,  public private partnership implementing  combined forms of medium-term and 
long-term cooperation of the state and business to solve problems of public interest on mutually beneficial terms. Within this 
context it should be emphasized that sole proprietors show the highest resilience to a great variety of risks. 
 
References 

• Aparicio S., Audretsch D., Urbano D.. Why is export-oriented entrepreneurship more prevalent in some countries than 
others? Contextual antecedents and economic consequences. Journal of World Business, 56 (3), 101177 (2021). 
https://doi.org/10.1016/j.jwb.2020.101177 

• Baraldi E., Rocca A. L., Perna A., Snehota I.. Connecting IMP and entrepreneurship research: Directions for future 
research. Industrial Marketing Management, vol. 91, 495-509 (2020). https://doi.org/10.1016/j.indmarman.2020.04.019 

• Canh N. P., Nguyen B., Kim S.. Entrepreneurship and natural resource rents: Evidence from excessive entrepreneurial 
activity. Sustainable Production and Consumption, 25, 15-26 (2021). https://doi.org/10.1016/j.spc.2020.07.010 

• Dionisio E. A., Júnior E. I., Fischer B. B.. Country-level efficiency and the index of dynamic entrepreneurship: 
Contributions from an efficiency approach. Technological Forecasting and Social Change, vol. 162, 120406 (2021). 
https://doi.org/10.1016/j.techfore.2020.120406 

• Explanatory note to the draft federal law "On the federal budget for 2021 and for the planning period of 2022 and 
2023". The system for ensuring legislative activity of the State Automated System "Lawmaking" (SOZD GAS 
"Lawmaking") © 2020 State Duma of the Federal Assembly of the Russian Federation (2020). 
http://sozd.duma.gov.ru/download/F26F5159-E060-41E7-A352-8E3B0EEBAC63 

• Galindo-Martín M.-A., Castano-Martínez M.-S., Mendez-Picazo M.-T.. The role of entrepreneurship in different 
economic phases. Journal of Business Research, 122, 171-179 (2021). https://doi.org/10.1016/j.jbusres.2020.08.050 

• Galvão A. R., Mascarenhas C., Marques C. S. E., Braga V., Ferreira M.. Mentoring entrepreneurship in a rural territory 
- A qualitative exploration of an entrepreneurship program for rural areas. Journal of Rural Studies, 78, 314-324 (2020). 
https://doi.org/10.1016/j.jrurstud.2020.06.038 

• Gregori P., Holzmann P.. Digital sustainable entrepreneurship: A business model perspective on embedding digital 
technologies for social and environmental value creation. Journal of Cleaner Production, 272, 122817 (2020). 
https://doi.org/10.1016/j.jclepro.2020.122817 

• Kantis H. D., Federico Ju S., García Sabrina Ibarra. Entrepreneurship policy and systemic conditions: Evidence-based 
implications and recommendations for emerging countries. Socio-Economic Planning Sciences, 72, 100872 (2020). 
https://doi.org/10.1016/j.seps.2020.100872 

• Kuzmin V.. COVID-19 - rapper points. Mikhail Mishustin urged to more decisively introduce restrictions in regions 
with a difficult situation with coronavirus. 12/01/2020 19:49. Rossiyskaya Gazeta - Stolichny Issue No. 271 (8325) 
(2020). https://rg.ru/2020/12/01/mishustin-prizval-regiony-reshitelnee-vvodit-ogranicheniia-iz-za-covid.html 

• Smirnov V. V., Semenov V. L., Kadyshev E. N., Talanova T. V., Zakharova A. N., Gubanova N. G.. Contemporary 
Geo-Economic Conditions of Capitalism. Proceedings of the 35th International Business Information Management 
Association Conference (IBIMA). Education Excellence and Innovation Management: A 2025 Vision to Sustain 
Economic Development during Global Challenges, 3736-3747 (2020). 

• Smirnov V. V., Semenov V. L., Taranova O. L.,. Talanova T. V, Zakharova A. N., Ivanova N. A.. Analysis of Financial 
Solvency of BRICS and Shanghai Cooperation Organization Countries. Proceedings of the 35th International Business 
Information Management Association Conference (IBIMA). Education Excellence and Innovation Management: A 
2025 Vision to Sustain Economic Development during Global Challenges, 3731-3735 (2020). 

• Smirnov V.V., Semenov V.L., Zakharova A.N., Talanova T.V., Dulina G. S., Gubanova N.G., Petunova S.А., Dziuba 
T.A. Analysis of The Change in The Structure of Russian Youth Entrepreneurship. Proceedings of the 34th 
International Business Information Management Association Conference (IBIMA). Vision 2025: Education Excellence 
and Management of Innovations through Sustainable Economic Competitive Advantage. 2019.  

• Smirnov V.V., Talanova T.V., Zakharova A.N., Getskina I.B., Huraskina N.V. (2018). Predictive analysis of the 
Russian entrepreneurship development. Proceedings of the 32nd International Business Information Management 
Association Conference, IBIMA 2018 - Vision 2020: Sustainable Economic Development and Application of 
Innovation Management from Regional expansion to Global Growth. pp. 6949-6958 

• Smirnov V.V., Zakharova A.N., Talanova T.V., N.G. Gubanova, V.L. Semenov, N. V. Semenova, Shikanova A.N. 
Analysis of Interaction of Russian Entrepreneurship Factors. Proceedings of the 34th International Business Information 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

912



 

 

Management Association Conference (IBIMA). Vision 2025: Education Excellence and Management of Innovations 
through Sustainable Economic Competitive Advantage. 2019. 

• Smirnov V. V., Zakharova A. N., Talanova T. V., Abramova A. G., Petunova S. A., Getskina I. B., Yaklashkin M. N.. 
The Problem of Youth Unemployment and Entrepreneurship. Proceedings of the 35th International Business 
Information Management Association Conference (IBIMA). Education Excellence and Innovation Management: A 
2025 Vision to Sustain Economic Development during Global Challenges, 7741-7751 (2020). 

• Smirnov V.V., Zakharova A.N., Talanova T.V., Dulina G.S., Gubanova N.G., Getskina I.B. Entrepreneurship in the 
Russian Business Environment.  Proceedings of the 33rd International Business Information Management Association 
Conference, IBIMA 2019: Education Excellence and Innovation Management through Vision 2020  2019. pp. 1806-
1817. 

• State system of legal information. Official Internet portal of legal information. 2005 - 2020 (2020). 
http://pravo.gov.ru/novye-postupleniya/ukaz-prezidenta-rossiyskoy-federatsii-ot-21-07-2020-474-o-natsionalnykh-
tselyakh-razvitiya-rossiysko/?sphrase_id=8295 

• The government approved development programs for nine lagging regions out of 10. 14 APR, 14:18 Federal State 
Unitary Enterprise "Information Telegraph Agency of Russia (ITAR-TASS)". https://tass.ru/ekonomika/8240067 

• The State Duma adopted the law on the federal budget for 2021-2023. ECONOMY 13:11, 26 November 2020. Interfax. 
Copyright © 1991 - 2020 Interfax. https://www.interfax.ru/business/738776 

• Udimal T. B., Luo M., Liu E., Mensah N. O.. How has formal institutions influenced opportunity and necessity 
entrepreneurship? The case of brics economies. Heliyon, 6 (9), e04931 (2020). 
https://doi.org/10.1016/j.heliyon.2020.e04931 

• Zahra S. A.. International entrepreneurship in the post Covid world. Journal of World Business, 56 (1), 101143 (2021). 
https://doi.org/10.1016/j.jwb.2020.101143 

• Zakharova A.N., Dulina G.S., Talanova T.V. Psychological Readiness to Entrepreneurship of Economics Students. 
Smart Technologies and Innovations in Design for Control of Technological Processes and Objects: Economy and 
Production. FarEastСon 2018. Smart Innovation, Systems and Technologies, 2020. vol 138. Springer, Cham р.475-480. 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

913



 

________________ 

Cite this Article as: Rafal PRUSAK and Edyta KARDAS “Analysis of Selected Elements of Knowledge Management Systems in The 

Context of The Basics of Their Functioning” Proceedings of the 37th International Business Information Management Association 

(IBIMA), 30-31 May 2021, Cordoba, Spain, ISBN: 978-0-9998551-6-4, ISSN: 2767-9640 

 

 

Analysis of Selected Elements of Knowledge Management Systems in  

The Context of The Basics of Their Functioning 
 

Rafal PRUSAK 

 

Czestochowa University of Technology, Faculty of Production Engineering and Materials Technology,  

Czestochowa, Poland, rafal.prusak@pcz.pl 

 

Edyta KARDAS 

 

Czestochowa University of Technology, Faculty of Production Engineering and Materials Technology,  

Czestochowa, Poland, edyta.kards@pcz.pl 

 

Abstract 
 

The ability to learn and develop as well as to convey knowledge are considered to be fundamental issues from the point of 

view of growth and survival of an organization and building a competitive advantage. Knowledge is the basis for 

understanding the processes taking place in the environment, relations between individual market entities and the effects of 

individual resource allocation models. In accordance with the opinion that is expressed more and more frequently by 

specialists, knowledge – on a micro scale – is presently becoming a priority production factor and – on a macro scale – a 

determinant of technical progress. In this paper, the attempt of identification and evaluation of selected elements of 

knowledge management was made. It presents the results of research in the area of general assumptions of the knowledge 

management system. A general analysis of the obtained results was performed, also the research results in the context of 

the size of enterprises and the type of their activities were presented. The study was made in the group of 105 enterprises 

located in the southern part of Poland.  

 

Keywords: knowledge Management, Efficiency of Enterprise. 

 

Introduction 
 

The analysis of the knowledge definition available in the literature on the subject allows, on the one hand, to notice the 

differences in interpretation or area that often occur between them, and on the other hand, owing to this differentiation, it 

enables a more complete understanding of the meaning of knowledge; its complexity and multidimensionality. Knowledge 

is perceived as understanding, awareness or becoming familiar with something acquired through education or experience 

(Awad & Ghaziri, 2004), valuable information (Brilman, 2002) that have been structured (Probst, Raub & Romhardt, 

2002) and used in an effective way (Armstrong and Taylor, 2016). The diversity of defining knowledge results from the 

existence of three possible interpretations of knowledge (Tuomi, 1999): 

 

‒ as a product (knowledge created by employees in innovative processes and resulting from the company's operations is 

sold on the market in the form of products and may contribute to building competitive advantages), 

‒ as a resource (allows to identify sources of knowledge in the enterprise and determine their quality, which allows to 

indicate the existence of potential knowledge gaps and fill them through cooperation with external entities), 

‒ as a limitation (treating knowledge as a key enterprise resource affects the perception of processes, elements of the 

environment as well as own competences and experience, leading to a more effective use of knowledge in the context 

of strategic goals and tasks). 

 

In the context of using knowledge as a resource of an enterprise, issues of its characteristic features are often raised, among 

which, the following should be indicated: 

 

‒ immateriality, elusiveness in the tangible sense (Gierszewska, 2011), 

‒ indeterminacy (mainly in terms of application, effects, expenditure and risk of its application) (Sopińska, 2010), 

‒ connection (most often) with employees who have free-will (Karwowski, 2004), 

‒ variety of methods of creating knowledge, difficulty in grasping and fully using it, dynamics, influencing the level 

of risk of undertakings, manifesting and materializing it in products and services and creating a separate product 

(Mikuła, et al., 2007), 
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‒ domination (priority place among other resources), inexhaustibility (the value of knowledge resources does not 

decrease when it is transferred), simultaneity (can be used by many people at the same time, in many places 

simultaneously), non-linearity (no clear correlation between the size of knowledge resources and benefits resulting 

from this fact) (Toffler, 1996). 

‒ ordering, complexity, dependence on the context and the person using it, reflection in models of conduct, 

syntheticity (Probst, et al., 2002). 

 

Taking into account the "affiliation" of knowledge to humans, personalized (implicit) and codified (explicit) knowledge 

can be indicated. The personalization focus is related to giving the main meaning of tacit knowledge related to intuition, 

intelligence and employees' abilities. The strategy assumes that knowledge is related to the person who owns it, develops it 

and shares it. Moreover, this strategy is related to (Karamella-Gaiballa and Kamal, 2007): 

 

‒ creative and analytical approach to problems based on individual expertise, 

‒ the belief that knowledge is transmitted most effectively during dialogue between people, 

‒ care for the development of a network of interpersonal contacts so that tacit knowledge can be passed on, 

‒ moderate investment in information technology to exchange tacit knowledge between employees, 

‒ training people through individual mentoring, 

‒ rewarding people for sharing knowledge directly with others. 

 

The codification strategy is based on available knowledge. Employees supplement the previously developed knowledge 

from books, reports or databases with their own observations and experiences. For this type of approach is characteristic to 

(Karamella-Gaiballa and Kamal, 2007): 

 

‒ apply information systems of high quality, reliability and speed, allowing the reuse of codified knowledge, 

‒ the belief that knowledge is transferred most effectively when it is saved in the form of documents, 

‒ care for the development of an electronic database enabling the codification, storage and repetition of processes to use 

knowledge, 

‒ intense investment in information technology to connect people with repeatedly codified knowledge, 

‒ selection of people who are well prepared for repeated use of knowledge during the implementation of tasks, 

‒ rewarding people for using databases and contributing to create them. 

 

Sutton and Preffer point out that in enterprises there is a large disproportion between the actual level of knowledge and 

knowledge used in a practical way, and the increase in knowledge resources does not translate into changes in the 

management method. The reasons for this, among others, are (Sutton & Pfeffer, 2002): 

 

‒ competition-based behaviour patterns established in enterprises, which hinder the free exchange of experiences, 

‒ preferring known and standard solutions based on well-educated routines, which limits creativity and openness to new 

ideas and concepts, 

‒ an improperly constructed or incorrectly implemented organizational culture based on an authoritarian management 

style that does not support cooperation, mutual trust and a good atmosphere. 

 

Increasing the effectiveness of identification and the use of knowledge resources in an enterprise depends on the quality of 

the knowledge management system operating in the enterprise. Knowledge management is, inter alia, defined as follows: 

 

‒ Achieving the goals of the organization through the productive use of the knowledge factor (Beijerse, 2000). 

‒ The process owing to which an organization generates wealth from its intellectual or knowledge-based organizational 

assets (Bukowitz and Williams, 1999). 

‒ A composition of focused experience, useful information, professional vision and values. It is based on the use of 

resources owned by an organization and includes the management of information systems, human resources and 

organizational change (Davenport and Prusak, 1998). 

‒ A learning process that effectively enables the search, use and dissemination of knowledge using identified cultural 

features and technologies (Jashapara, 2006). 

‒ A set of repetitive processes of converting tacit and formal knowledge into adaptation, externalization, connection and 

internalization (Nonaka and Takeuchi, 1995). 

‒ Knowing about it is certain; acquiring, organizing and using it in a profitable way. Human capital, the knowledge that 

individual employees have, as well as the knowledge of how they acquire and use it (Swan, Newell, Scarbrough, & 

Hislop, 1999). 

 

The shape and nature of knowledge management depends, inter alia, on such factors as: 
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‒ mission and strategy of operation, financial possibilities, degree of computerization, level of employees' competences 
(Kłak, 2010), 

‒ customer service manner, business economics (Hansen, Nohria & Tierney, 1999), 

‒ specificity of conducted activity, 

‒ enterprise size, 

‒ type of organizational solution, 

‒ level of decentralization and independence of individual units, 

‒ type and characteristics of clients.  

 

The knowledge management process must be supported by: 

 

‒ an appropriate organizational solution allowing for the efficient functioning of the communication system (Nonaka & 

Takeuchi, 1995), overcoming barriers to technology transfer, such as the lack of a social network (Liao and Xiong, 

2011), or avoiding the transfer of data and information bypassing the context in which they were created (Stabryła, 

2008), 

‒ a properly constructed organizational culture preferring appropriate values, attitudes and patterns of action 
(Michailova & Hutchings, 2006), and shaping friendly relations between employees (Chang & Chuang, 2011), 

‒ properly organized and interconnected evaluation and motivation systems allowing to take into account – with a high 

priority – issues related to knowledge management (Dale & Cooper, 1992), 

‒ proper organization of work, taking into account the appropriate spatial density and the number of physical barriers, 

and facilitating interactions between contractors (Kabo, 2018). 
 

Characteristics of research method and research group 
 

Main purpose of the paper was the attempt of identification and evaluation of selected elements of knowledge management 

to identify factors specific to individual groups of enterprises, taking into account their size, specificity of activities and the 

level of experience in the field of knowledge management. The study was conducted on a group of 105 enterprises located 

in the southern part of Poland, mainly in the Śląskie and Małopolskie provinces. The research sample included both 

production (59) and service (46) enterprises. In addition, when analyzing the data in this study, the company size criterion 

was applied, divided into small entities (up to 49 employees), medium (from 50 to 249 employees) and large (over 249 

employees). The selection of research objects was non-random, purposeful and based on several basic criteria: in the 

enterprise there must be functioning elements of knowledge management; knowledge management must be consciously 

introduced and located in the company's operational strategy; employment must be stable over a period of at least two 

years. The study was conducted using a questionnaire, which was filled in each time by the top management 

representatives (each time a group of several people), whose scope of duties and competences were appropriate to answer 

the questions asked. Within individual issues, a bipolar scale was used, from -5 to +5, with the extreme values 

corresponding to the indicated variants (e.g. strategic goals: -5: clear, +5: hidden) and values between intermediate 

variants. The paper presents the results of research in the area of general assumptions of the knowledge management 

system: 

 

1. strategic goals: clear and known by employees or hidden from employees, 

2. general nature of the company's activities: proactive (heuristic, anticipatory, resulting from the forecast that takes into 

account current development trends), or reactive (resulting from the analyses that allow for the fullest contextual 

characteristics of the current internal and external state), 

3. the nature of the improvement processes undertaken: continuous (resulting from the strategy, "every day" 

improvements) or depending on the needs (undertaken periodically), 

4. the leading model of acquiring knowledge: from external sources (purchase, alliance effect, etc.), or from internal 

sources (research and development teams, etc.), 

5. priority type of knowledge: codified (explicit knowledge is documented in the form of databases, documents, patents, 

certificates, etc.), or personalized (both explicit, which can be communicated and tacit (non-communicable) that can 

be acquired in the process of socialization). 

6. The obtained research results were subjected to additional analysis in terms of the type of business and the size of the 

enterprise. 

 

The obtained research results were subjected to additional analysis in terms of the type of business and the size of the 

enterprise. 

 

Analysis of Results 
 

As part of the analysis of the basic assumptions of the knowledge management system, first the approach of the 

management staff of enterprises to the method of formulating strategic goals was studied (Table 1). The following values 
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were indicated as extreme evaluation values: clear goals, known by employees, and goals hidden from employees. The data 

distribution has a slightly left-hand asymmetry (skewness -0.15), and is characterized by a low concentration of data 

(platokurtic distribution, kurtosis -1.21). The average is close to zero and has a value of 0.27 (in the group of service 

enterprises it was higher and amounted to 0.5 – only 25% of responses in this group was below -1). Most companies (54) 

indicated that strategic goals are rather hidden and that employees are not involved in formulating, developing and 

implementing them. 

 

Table 1:  Summary of results for question 1 

 

Characteristic -5 -4 -3 -2 -1 0 1 2 3 4 5 

total 5 6 12 13 9 6 10 14 14 12 4 

service 3 2 2 4 5 3 5 8 5 7 0 

production 2 4 10 9 4 3 5 6 9 5 4 

small 1 0 2 5 2 0 5 6 5 6 0 

medium 1 2 5 6 5 2 1 8 3 2 3 

big 3 4 5 2 2 4 4 0 2 2 3 

 

Figure 1 shows the distribution of data broken down by type of business activity and the size of enterprises. 

 

  
Fig. 1: Box plot for question 1 

 

Another element subjected to the study as part of the analysis of the basic assumptions of the knowledge management 

system was the general nature of the company's strategic activities (Table 2). The following were indicated as extreme 

values: proactive (heuristic, anticipatory, resulting from the forecast that takes into account current development trends), 

and reactive (resulting from the analyses that allow for the fullest contextual characteristics of the current internal and 

external state). The data distribution has a slightly left-hand asymmetry (skewness -0.15), and has platokurtic distribution 

(kurtosis -0.47). The average is close to zero and has a value of 0.105 (for production and service enterprises there are very 

similar values – respectively 0.16 and 0.02 –50% of indications are in the area -1 and 2). A very even distribution of 

responses between the proactive and reactive styles was observed (44 and 46, additionally 5 responses at level 0). 

 

Table 2: Summary of results for question 2 

 

Characteristic -5 -4 -3 -2 -1 0 1 2 3 4 5 

total 5 5 5 9 20 15 13 15 9 6 3 

service 1 3 1 5 8 8 8 4 2 3 1 

production 4 2 4 4 12 7 5 11 7 3 2 

small 3 3 0 2 2 3 4 5 5 4 1 

medium 1 0 2 2 14 9 5 4 3 1 1 

big 1 2 3 5 4 3 4 6 1 1 1 

 

Figure 2 shows the distribution of data broken down by type of business activity and the size of enterprises. 
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Fig. 2:  Box plot for question 2 

 

Another element evaluated as part of the analysis of the basic assumptions of the knowledge management system was the 

nature of the undertaken improvement activities (Table 3). As extreme values of the evaluation, the following were 

specified: continuous nature (resulting from the strategy, "every day" improvements), and dependent on the needs 

(undertaken periodically). The data distribution has a very inconsiderable left-hand asymmetry (skewness 0.27), and has 

platokurtic distribution (kurtosis -0.97). The average is very close to zero and has a value of 0.01 (for production and 

service enterprises there are very similar values – respectively -0.08 and 0.14 50% of indications are in the area -2 and 2, 

with a median of -1). Most of the enterprises (53) indicated that the improvement actions taken are of a continuous nature 

(41 enterprises declared taking actions depending on the identified needs). 

 

Table 3:  Summary of results for question 3 

 

Characteristic -5 -4 -3 -2 -1 0 1 2 3 4 5 

total 1 8 10 17 17 11 6 11 12 5 7 

service 0 1 6 8 8 6 2 2 3 3 5 

production 1 7 4 9 9 5 4 9 9 2 2 

small 0 0 0 2 3 2 3 5 7 5 5 

medium 1 5 6 9 9 4 2 2 4 0 0 

big 0 3 4 6 5 5 1 4 1 0 2 

 

Figure 3 shows the distribution of data broken down by type of business activity and the size of enterprises. 

 

  
Fig. 3: Box plot for question 3 

 

Another element analyzed as part of the analysis of the basic assumptions of the knowledge management system was the 

leading model of knowledge acquisition (Table 4). The extreme values of the assessment were: acquiring knowledge from 

external sources (purchase, alliance effect, etc.), and from internal sources (research and development teams, etc.). The 

data distribution has a right-hand asymmetry (skewness 0.38), and is characterized by a low concentration of data 

(platokurtic distribution, kurtosis -0.61). The average clearly confirms the left-hand data asymmetry and amounts to -0.95 

(for production and service enterprises there are very similar values – respectively -0.97 and -0.93 – only 25% of responses 

were above 1, with the median being -1). Most enterprises (61) indicated that they gain knowledge mainly from external 

sources (only 32 enterprises declared that they used internal sources). 
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Table 4: Summary of results for question 4 

 

Characteristic -5 -4 -3 -2 -1 0 1 2 3 4 5 

total 11 11 12 15 12 12 12 8 4 3 5 

service 4 4 5 7 5 5 6 4 2 1 1 

production 7 7 7 8 7 7 6 4 2 2 4 

small 3 4 3 7 4 3 1 2 2 1 2 

medium 4 1 5 3 5 6 10 4 1 2 1 

big 4 6 4 5 3 3 1 2 1 0 2 

 

Figure 4 shows the distribution of data broken down by type of business activity and the size of enterprises. 

 

  
Fig. 4: Box plot for question 4 

 

Another element subjected to evaluation within the analysis of the basic assumptions of the knowledge management 

system was the priority type of knowledge acquisition (Table 5). The following evaluation values were indicated as 

extreme: codified knowledge (explicit knowledge documented in the form of databases, documents, patents, certificates, 

etc.) and personalized knowledge (both explicit, which can be communicated and implicit, possible to acquire in the 

process of socialization). The data distribution has a slightly left-hand asymmetry (skewness -0.17), and has platokurtic 

distribution (kurtosis -0.96). The average based on the data has a negative value and amounts to -0.79 (for production 

enterprises it is clearly lower and amounts to -0.95 compared to the value of 0.57 for service enterprises – only 25% of 

responses were above 1, with the median being 1). Most enterprises (54) indicated that their priority is the codification of 

knowledge (39 enterprises declared that personalized knowledge is a priority in the knowledge management strategy). 

 

Table 5: Summary of results for question 5 

 

Characteristic -5 -4 -3 -2 -1 0 1 2 3 4 5 

total 7 6 17 11 13 12 22 12 4 1 0 

service 4 2 6 6 4 2 8 8 3 1 0 

production 3 4 11 5 9 10 14 4 1 0 0 

small 0 0 2 2 2 6 11 6 3 0 0 

medium 3 4 11 6 5 3 6 3 0 1 0 

big 4 2 4 3 6 3 5 3 1 0 0 

 

Figure 5 shows the distribution of data broken down by type of business activity and the size of enterprises. 
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Fig. 5: Box plot for question 5 

 

Conclusion 
 

Knowledge management companies are also successful because they are strictly customer-oriented (Kaynak, 2003), they 

strive to empower employees and use and develop their potential (Sadikoglu & Zehir, 2010), focus on continuous process 

improvement (Oke, 2007), are related to the development of an open organizational culture focused on learning (Kim et al., 

2012). 

 

The conducted research allowed to draw a number of conclusions and statements, among which the following can be 

indicated: 

 

‒ enterprises declaring a smaller scale of positive changes in most of the analyzed division criteria more frequently used 

the method of not involving employees in the process of developing and formulating strategic goals, 

‒ in the context of the nature of the activities undertaken in the group of enterprises declaring reactive actions, an 

average increase in the number of clients was observed at the level below 10%, and for enterprises declaring proactive 

actions the increase in the number of clients was significantly higher (especially service enterprises indicated the 

application of proactive actions), 

‒ enterprises declaring a smaller scale of positive changes in the areas related to the number of ideas and improvements 

resulting from increased employee activity and changes in the number of clients, more often used improvement actions 

resulting from current needs, 

‒ within the studied sample, a greater emphasis of the analyzed companies was observed on the independent creation of 

knowledge, and on the codification of knowledge rather than on gaining it from the outside. 
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Abstract 
 

The purpose of this research project has been studying Russia’s experience in establishing a network of engineering centers 

under the auspices of institutions of higher learning (IHL-run ECs) as an instrument for ensuring a complete life cycle for 

knowledge-intensive products. The researchers evaluated the progress in the implementation of the array of government-

ordered measures to support the IHL-run ECs. Relying on their in-depth interviews with directors of functioning ECs, public 

officials and representatives of the supporting institutions, the researchers identify key obstacles to implementing the 

governmental program of setting up IHL-run ECs – one of the paramount obstacles, as the study appears to show, is systemic 

difficulties in interacting with big manufacturers. The researchers argue that it is necessary to provide more elaborate formal 

descriptions of engineering as an activity, step up the professional community’s efforts to establish a self-regulatory 

organization, and create an up-to-date national register of engineering companies. The findings can benefit the development 

of industrial engineering sector both inside and outside Russia. 

 

Keywords: Industrial Engineering, Universities, Development, Cooperation. 

 

Introduction 
 

Global hyper-competitiveness in the field of innovation is presently one of the main aspects of global economy’s 

transformation, and its key instrument is a reduction of life cycles of innovative products. For some hi-tech consortiums the 

ability to accelerate commercialization of new knowledge-intensive products becomes a crucial factor in their struggle for 

global markets formed by hi-tech products and services. 

 

Academic sector, meanwhile, is playing an increasingly greater role in scientific and technological development of countries 

and territories. Beside pursuing their main activity – education, IHLs also contribute to the production of new knowledge, 

including commercially applicable knowledge. The world’s leading schools expend on R&D millions of dollars. In 2019, 

Johns Hopkins University spent more than 2.9 billion U.S. dollars on research and development (Duffin, 2021). Universities 

are also very active protecting their intellectual property rights. Thus, in 2019 the University of California published more 

than 470 PCT filings, and Tsinghua University, Shenzhen University and Massachusetts Institute of Technology at the same 

period filed more than 200 PCT applications (265, 247 and 230, respectively) (Patent Cooperation Treaty Yearly Review 

2020, 2020). In light of this, elaborating instruments for connecting IHLs with real sector becomes a matter of paramount 

importance. 

 

In the full cycle of innovation “research and development –advanced development – prototype – trial production – full-scale 

production,” the creation of a prototype for full-scale production of a new product / technology is located in the so-called 

“valley of death,” when the state and institutions of development stop supporting the project as its commercial viability 

becomes a matter of certainty. At that stage, however, the new technology’s development level achieved within academic or 

educational sector is not yet satisfactory for industrial partners (potential beneficiaries of the project in the making). One of 

the instruments that can bridge the gap between the maximally possible technology readiness level (TRL) that academic 

sector can achieve and the TRL required for full-scale production is recruitment of engineering companies for projects 

intended to launch new products and technologies. 

 

The Russian government in its order No. 1546-р, issued on June 11 2020, provides an estimate of the volume of engineering 

services in the country as of 2020: 2.8 trillion rubles, which accounts for approximately 2.5% of global market of industrial 

engineering. In published studies and public statements, meanwhile, representatives of industrial enterprises, executive 

organs of government, and academic community, point at insufficient development levels of Russia’s engineering sector, as 

well as its insufficient integration into the processes of creating knowledge-intensive products and of transferring and scaling 

up technologies (Osmakov and Pastukhov, 2015; Zhiglyaeva and Sedova, 2016; Rozhkova, 2019). One of Russia’s responses 
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to this challenge has been the implementation of an array of measures, initiated by Russia’s ministry of industry and trade, 

to create IHL-run ECs. 

 

The objective of this study has been analyzing Russian experience in creating a network of university engineering centers. 

The researchers set out to test the hypothesis that establishment of engineering centers under IHLs’ auspices can become an 

element in the innovation environment that would strengthen cooperation between academic and industrial sectors, reduce 

the time needed for market launch of technologically innovative products, and contribute significantly to regional 

development. 

 

Methods 

 
In 2013 the Russian government, as a step to develop a domestic market for engineering services, adopted a Road Map for 

Engineering and Industrial Design (the Road Map), laying a foundation for the new concept of creating a support environment 

for IHL-run ECs. The results of the implementation of the Road Map were deemed successful and received praise from the 

professional community, and presently the second stage of the ECs support program is being launched – the array of measures 

(the road map) in the field of engineering and industrial design for 2020-2025, formalized by the Russian government’s 

directive No. 1546-р, issued on June 11, 2020. This second stage of the implementation of the “road map” is expected to 

promote the sector’s substantial growth and increase the volume of the domestic market of engineering services to 3.9 trillion 

rubles by 2025. 

 

Testing the hypothesis, the researchers analyzed the results of Russia’s program of creation of IHL-run ECs. In the 

researchers’ opinion, appropriate tools for the research included the following: evaluating results of the program’s first stage, 

including the number of ECs created and their financial performance; analyzing prospects of the network of IHL-run ECs; 

conducting in-depth interviews with the ECs’ directors, representatives of governmental bodies supervising the program 

(Russia’s ministry of industry and trade and ministry of education and science) and development institutes; identifying 

strengths and weaknesses of the IHL-run ECs using the method of case study and several centers as an example. Other 

important avenues to pursue, the researchers believed, were identifying positive aspects of the ECs’ impact on regional 

development, as well as analyzing obstacles to the development of this instrument of cooperation between industrial and 

educational sectors.  

 

In this article the volumes of financing of the programs and individual projects are provided in Russian rubles. You can find 

out official exchange rates of foreign currencies against the ruble for particular dates at the Bank of Russia’s site: 

https://www.cbr.ru/currency_base/daily. 

 

Results 

 

First results of the program of creation of IHL-run ECs 

 
One of the key measures in the Road Map for Engineering and Industrial Design for 2013-2018 was the implementation of 

a pilot project to establish and develop ECs under the auspices of the country’s leading universities. That period saw the 

creation of a network of 72 ECs run by 67 IHLs, in 39 regions and 41 cities of Russia. Taking into account objectives and 

challenges of the national industrial sector, Russia’s ministry of industry and trade identified the following key focus areas 

for the ECs: 

− development of the Arctic, 

− oil-and-gas mechanical engineering; 

− computer engineering, 

− diversifying production at defense enterprises, 

− new materials, including composites, 

− electronics and radio electronics, 

− laser and 3d print technologies.  

 

The combined sale proceeds of the ECs in 2013-2019 exceeded 18 billion rubles (Pastukhov, 2019), with orders from real-

sector enterprises accounting for 70% of the proceeds. 

 

The sources of sales at the IHL-run ECs are in large measure determined by priorities of specific ECs. So, 50% is oil-and-

gas industry and radio electronics, which is explained by the presence of the large markets and large companies specializing 

in extraction of natural resources. In order to grow, oil-and-gas companies, albeit on a limited scale, are outsourcing more 

and more often, and some of their subcontractors are the IHL-run ECs. The objectives pursued by the defense industry, too, 

dictate the necessity to hire R&D companies outside the sector. 
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Overall, the IHL-run ECs have more than one thousand clients, including companies which annually place orders worth more 

than 100 million rubles. Key clients of the ECs are Tatneft (technologies for production of petrochemicals), KAMAZ (R&D 

and manufacturing of component parts for freight and passenger vehicles), and Transneft (pipeline operation and 

maintenance). 

 

Generating new hi-tech jobs and reducing brain drain among young Russian scientists, researchers and engineers are likewise 

very important matters. The ECs created in 2013-2018 generated more than two thousand high-end jobs. And whereas at the 

project’s initial stage the IHL-run ECs mostly employed, on a part-time basis, the staff of the respective IHLs, and these 

employees were to return, after the completion of the investment stage, to their full-time teaching or researching jobs, now 

the situation is different. Now for up to 2/3 of the ECs’ staff their work at the ECs is their primary employment. According 

to data supplied by the director general of the Russian Technology Agency, in December 2019 the ECs’ staff numbered 

2414, 41% of whom were younger than 35 years of age (Pastukhov, 2019). Engineers and technicians make up more than 

75% of the staff at the IHL-run ECs. Besides, the ECs actively recruit senior-class and postgraduate students. 

 

Development prospects for the IHL-run ECs 
 

The results of the first stage of the project of creating and developing the IHL-run ECs, implemented by Russia’s government, 

ministry of industry and trade and ministry of education and science, have been deemed generally successful. As the project 

is to be further developed and scaled up, the measures to be taken include providing universities and scientific institutions 

with equal access to the program irrespective of their affiliation. Reviewing the applications, the ECs’ officials will be 

considering only the groundwork and results of commercially viable R&D projects with a potential for fast 

commercialization. 

 

At the second stage of the Road Maps’ implementation, the following objectives in relation to the development of the network 

of IHL-run ECs will be prioritized: 

- increasing financing, shifting the focus of support from small projects to capital-intensive ones. Whereas in 2013-2019 the 

projects received up to 180 million rubles (the state provided from 25 million to 150 million rubles, on the average, for a 

project), beginning from 2020 the initial support provided for an IHL-run EC would amount 150 million rubles, with an 

average financial IHL-run EC expected to receive 300 million rubles;  

- harmonizing the ECs’ activities with the national projects, first of all the programs of development of the research and 

education centers, hi-tech innovation valleys, centers under the auspices of the National Technology Initiative; 

- increasing the numbers of participants;  

- ensuring additional financing for the ECs so that they could be recruited for large-scale projects carried out by the ministry 

of industry and trade, the defense ministry, the healthcare ministry, Rosatom (Russian state nuclear energy corporation).  

 

As the ECs’ development project will be scaled up, the matters to be addressed more vigorously than before include personnel 

training and the research component of the ECs. Many ECs, in addition to pursuing their main activities, will also train 

personnel for real-sector companies. 

 

Each EC will have the opportunity to independently shape its business strategy: either to put together a large portfolio of 

orders from small and mid-sized businesses or to establish relations with big business, creating a risk management system 

tied to anchor orders, because if, for whatever reason, a EC cannot sign a deal or fulfil an order, its activity becomes paralyzed 

for a long time. In the support program for ECs, the Russian Technology Agency provides an alternative – either registering 

as an independent business entity or remaining a part of the respective IHL. 

 

At the same time, it follows from the interviews with directors of the IHL-run ECs that the quantitative framework for the 

events planned for 2020-2025 lacks specifics as to creating a subsidies program for personnel training at narrowly focused 

educational centers and competencies centers with a particular array of software for testing and certifying new products; 

besides, there is no mention of specific measures to coordinate ECs’ activities and develop instruments of their intra-network 

interaction. Besides, the endeavors to develop engineering sector require organizational and methodological support from 

federal and regional executive authorities in promoting a multi-tier interaction with large companies by way of organizing 

temporary clusters of service providers with a confirmed level of professionalism and giving prominence to providers of 

first-level engineering services. 

 

Obstacles to developing the network of IHL-run ECs 

 

Problems of interacting with large industrial enterprises 

 
Creating IHL-run ECs as an environment of sustained progress in the field of new technological solutions and their quick 

market launch requires interaction of industrial and academic sectors in solving common long-term problems. Reaching out 
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to industrial sector is crucial for the ECs because such contacts usually involve a group of the respective IHL’s partners who 

have already participated in previous joint academic or commercial projects. 

 

In accordance with the concluded partner agreements, industrial companies can be entitled to participating in the work of 

academic councils, requesting short-term training courses organized by the respective IHL’s researchers and EC, securing 

intellectual property rights. Industrial partners, on their part, can allow students and teachers from relevant departments to 

visit their facilities and offices; discuss topical questions pertaining to development of the respective sector or individual 

companies at different events; participate together with the respective ECs in research projects, introduce changes to the 

EC’s strategic plans, identify areas for industrial cooperation, discuss questions related to invention disclosure and to 

planning joint actions in relation to patent protection, etc. 

 

As becomes clear from interviews with directors of three ECs run by leading IHLs (EC of additive and laser print 

technologies run by the Ural Federal University; Composites of Russia Engineering Center run by the Bauman Technical 

University; Chemical Engineering Center run by Tomsk State University), the ECs’ main problem is systemic difficulties in 

interaction with large industrial companies placing long-term orders. Many ECs – even those enjoying a good reputation and 

having long-established professional contacts dating back to the Soviet era – have failed in their attempts to secure orders 

from industrial holdings. Yet another roadblock is a small share of projects (about 20%) that advance from initial negotiations 

to the signing of the deal. Besides, experts believe that client companies consider that the ECs’ services are overpriced and 

expect an offer of minimal tariffs. 

 

The absence of a formal detailed description of engineering as a professional activity 
 

Although the government has taken many efforts lately to formalize descriptions of engineering, it is precisely the absence 

of such forma; description that directors of the IHL-run ECs have cited as one of the main roadblocks to the sector’s 

development. 

 

Describing engineering, especially industrial engineering, is difficult because it includes several related fields, including 

drafting, project development, design, programming, management, consulting – the areas which, at different stages of the 

life cycle of a knowledge-intensive product, take on different characteristics. Having reviewed definitions of engineering 

provided in Russian publications (Malakhov, 2014; Lifanov and Shinkevich, 2014; Kesaev, 2015; Rybets and Bosin, 2016; 

Medyanik, 2017; Medyanik and Bryukhanova, 2017; Gershman et al., 2017), one cannot help observing that the available 

descriptions are not yet detailed enough to form a basis for the relevant regulatory framework. 

 

And adding more detail to the descriptions of engineering products meanwhile is necessary if the sector’s current regulatory 

framework is to be improved. The current Russian national classification systems include into the category of engineering 

services mostly services related to engineering design and construction of industrial and civilian facilities (more than 70% 

of all types of economic activity and products). The rest of the services referenced in the classification systems are related to 

development of manufacturing processes, technical and scientific consulting, as well as industrial design. The classification 

systems contain no reference to the engineering services related to market promotion of novel knowledge-driven 

technological solutions and innovative products or to feasibility studies and management of investment projects – in short, 

something that dozens of IHL-run and regional ECs, as well as hundreds of Russia’s engineering companies, are doing. 

 

The absence of cooperation inside the sector and clients’ lack of trust 

 
Our analysis of the operations of successful IHL-run ECs whose clients include large corporations shows that such contracts 

usually cover a range of services subsumed under the title “delivery of the future object” (Guidelines for conducting 

contractual and claim work at Russian Railways, 2016). In such agreements, the seller of an engineering product guarantees 

the development and manufacturing of an object (property) that he yet does not have. Such deals are possible if the parties 

trust one another and are confident that seller would do whatever it takes to meet requirements related to technical, 

technological, economic, qualitative, functional and environmental characteristics of the merchandise to be created. In 

practice, however, the IHL-run ECs face lack of trust on the part of potential clients while also having to cooperate with 

other participants of the innovational environment in order to achieve the identified objectives. 

 

The problem of lack of trust can be partially solved if the sector’s players mutually support one another within self-regulatory 

professional organizations, but engineering sector in Russia yet has to be establish such practices.  

 

Creating self-regulatory organizations (SROs) and professional alliances in different sectors of economy is one of the most 

efficient instruments for supporting and developing individual areas of business. Development of SROs helps reduce 

excessive governmental regulation and open up the innovative potential of the voluntary association’s members as SROs 

perform the functions of regulating, controlling, supplying, and informing, as well as providing both basic and advanced 

professional training (Bulgakova, 2017). As an alternative to governmental regulation, thus, SROs are becoming an 
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increasingly more popular instrument for coordinating activities of specialty markets’ players and shaping internal norms 

and work standards for such markets. 

 

Members of the engineering community believe that a system of engineering SROs in Russia, if it is created, could generate 

communication and certification initiatives promoting trust among the professional community, winnow out dishonest 

companies, and create a stable foundation for cooperation in the handling of complex engineering assignments from big 

corporate customers. And if self-regulation is to become an element of the development of engineering sector, then special 

attention needs to be given to the creation of a code of good practice. 

 

Yet another step to be taken to advance a multi-level coordination and cooperation among engineering companies is formally 

conferring the status of “first-level provider of engineering services” on leading IHL-run ECs. 

 

Confidentiality is always a very important issue to address in engineering because customers buying these services consider 

that information they pass to contractors is strategically valuable and only a small circle of contractors can be trusted enough 

to be granted access to it. We want to emphasize that trust vis-a-vis engineering service providers is usually a result of 

energetic participation of federal and regional executive authorities in the professional community’s activities.   Segmentation 

of first-level engineering services providers must be formalized by the government. Clustering engineering companies by 

sector or region is very important, although a National Register is needed as well. 

 

The lack of unity among Russia’s engineering companies prevents big customers from using their services in every stage of 

their projects’ life cycle, so big customers have to contract foreign companies for engineering services. This, in turn, reduces 

the volume of the already small domestic market of engineering services in Russia. Here we have a vicious circle which can 

be broken, first, by creating the SRO as a generator of communication and certification initiatives to build trust in the 

professional community. Second, by building multi-level coordination and cooperation among Russia’s engineering 

companies through establishing a cluster of first-level providers. 

 

Experts queried by the researchers point to the absence of a national register of engineering companies as an additional 

roadblock to the development of engineering sector in general and IHL-run ECs in particular. 

 

Some information about the engineering services market is provided on the site of Russia’s ministry of industry and trade. 

However, this information in all sections has not been updated for several years now. There have also been private initiatives 

to systematize information about the engineering companies and centers, but publicly available lists are not exhaustive by 

any single characteristic, and besides, they lack additional information about the service providers’ competence levels, which 

can help evaluate the potential of future cooperation. 

 

Conclusions  

 
Engineering companies are increasingly more effective in serving as integrators and agents of modernization, liaising 

between academic sector and industry, while also providing a full range of services in elaborating and professionally 

managing the process of manufacturing knowledge-intensive products. The ability to implement a market launch of 

competitive products in large measure depends on businesses’ access to a developed market of industrial engineering, which 

functions as the catalyst when new products and technologies are introduced in production processes. 

 

We have analyzed the measures to support industrial engineering, which have been consistently effected by Russia’s ministry 

of industry and trade together with stakeholders among federal executive authorities, development institutions and business 

community, as they put into practice initiatives in the sphere of engineering and industrial design, and our analysis shows 

that these measures have a systemic character. The network of IHL-run ECs currently in place demonstrates a great efficacy 

of hi-tech sectors and promotes the development of engineering, and in order to ensure this network’s sustained growth and 

development, it must be supported by the professional community. 

 

At the same time, the further development and efficiency of the IHL-run ECs will depend in large measure on the ability to 

overcome the obstacles mentioned in the interviews. First of all, in order to successfully pursue their mid-term and long-term 

strategies of technological development, the IHL-run ECs should be able to secure orders from big business and state-run 

corporations. In our view, it is advisable to elaborate template partner agreements or recommendations on drafting such 

agreements between the ECs and their industrial partners – these documents could form a foundation for fruitful long-term 

relations between the IHL-run ECs and high-profile manufacturers. 

 

Governmental institutions, on their part, could address the problem of describing in detail and harmonizing the descriptions 

of engineering services. Detailed descriptions of the role of engineering are needed in such areas as legislation related to 

innovation, education, industrial policy; regulatory framework for technology; support of strategic projects; public 

procurement; safety standards for buildings and structures; and other elements of legal frameworks impacting engineering 
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in Russia. 

 

Our analysis of the operations of the IHL-run ECs suggests that these ECs, being members of a professional community, 

should strengthen their mutual contacts in order to enhance the effect of the government’s measures. Presently there is no 

single register, portal or platform supplying all market players with a full and credible information about Russia’s engineering 

companies and their competencies. So, it is very important to focus on creating such instrument for efficient networking. It 

seems advisable to establish the self-regulatory organization as the generator of communication and certification initiatives 

aimed at building trust in professional engineering community. Without cooperation and active interaction of all market 

players, all of the state’s efforts will be insufficient for achieving ambitious performance targets set for the sector of industrial 

engineering, which applies the potential of the knowledge-generating sector to industry. This multi-level interaction will be 

beneficial for the development of universities and cutting-edge industries and, ultimately, for the state in general.  

 

This study demonstrates that the IHL-run ECs have good prospects and this experience can be scaled up both in Russia and 

internationally. Eliminating the identified roadblocks, signing up big clients and handling their technical problems 

cooperatively would enable the sector’s players to reduce the time needed for developing and launching new products, unite 

isolated strands of demand for engineering services, and form new market niches, whose volume would enable companies 

contemplating manufacturing the relevant products to evaluate proposed projects of upgrading their industrial facilities and 

technologies as economically viable. 
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Abstract 
 

Reflecting the high complexity, diversity and uncertainty of business and economic conditions, and acknowledging the trend 
of boundaryless organisations and economic-social systems, we have to move from stakeholder management to stakeholder 
accountability to let us operate in the turbulent, chaotic environment of the Anthropocene. 
 
The aim of the study is to investigate the link between corporate social responsibility (CSR) and a company’s performance, 
and its financial standing in particular, based on an extensive academic literature review. The survey proves that stakeholder 
management, together with its underlying concepts such as corporate social responsibility (CSR), contributes to increasing 
long-term viability of an organisation’s system, as well as of the system of its environment (including economies and 
societies). This is of crucial importance in times of crises, such as natural distress, political unrest and pandemics, when a 
system’s viability is particularly put to the test. 
  
The paper contributes to the discussion about doing well while doing good in business, and concludes that the interests of 
shareholders and stakeholders can merge through notions of social responsibility and sustainability. This observation can be 
of high interest to both scholars, educators and practitioners, and contributes to their better understanding of diversified 
expectations and issues affecting stakeholders across markets, industries, economies and societies, allowing different 
organisations to act more adaptively and thus accountably towards the more sustainable future. 
 

Keywords: CSR, ESG, stakeholders, stakeholder management, sustainability 

 
Introduction 
 

A key aspect of creating effective business strategies is the development of efficient management methods at the meeting 
point between the competing interests of an organisation’s diverse stakeholders, making it possible to generate added value 
for some of them. This is because the environment — understood as a unique configuration of an organisation’s stakeholders 
— determines the organisation’s ability to achieve its goals to a greater extent than any other factor [1]. For this reason, 
economic systems are neither isolated nor independent. They should not, therefore, be studied as such, nor should they be 
managed from such a perspective. 
 
At the same time, it is increasingly difficult to delineate the boundaries of those systems, that is, an enterprise and the 
environment in which it operates. The environment understood as a set of stakeholders is an open set and is constantly 
changing. Also, the concept of an organisation is undergoing a significant transformation, particularly in relation to its social 
subsystem. This concept has evolved from an entity with clear boundaries — a clearly defined part of reality — to a set of 
groups, teams and stakeholder units with high dynamics and complex connections and only conventional boundaries, towards 
an open systems view of organisation as propounded by Ackoff (1974). And further — on the wave of sustainability notions 
— towards a model of cooperative enterprises (Chakraborty et al., 2004) [2] or cooperative and mutual enterprises (Mazzarol 
et al., 2018), and holacracy (Robertson, 2015). 
  
If one treats an organisation as a system embedded in its environment, then it can be defined as a constellation of both 
convergent and competing interests of various entities (e.g. Donaldson & Preston, 1995; Mitchell et al., 1997). The definition 
formulated in this way shows that the domain of modern management is stakeholder management [3]. 
 
Assuming the overriding goal of the sustainability of any system — be it of the economy, the market or an enterprise — one 
of the basic problems of economics, finance and management is to ensure balance by reconciling continuation with change. 
That is to say, to continue to operate in a time of change or to make changes in order to enable the continuation of a given 
activity. The well-known in social sciences stakeholder concept can be, in my view, the catalyst of meeting this challenge 
faced by all economic systems in the 21st century. 
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The ability to achieve goals is a determinant of a system’s functionality. Stakeholder management, together with its 
underlying concepts such as corporate social responsibility (CSR), contributes to increasing the viability of an organisation’s 
system, as well as of the system of its environment, including the financial market. This is of crucial importance in times of 
crises, when a system’s viability is particularly put to the test.  
 
This paper deals with the actual — probably more than ever — problem of why the management in and of the 
Anthropocene world fails when it comes to common good, sustainability, solidarity and accountability for decisions. I 
tackle this challenge searching for motivation behind doing (or not) good, assuming that the deficiency of (post)humanism 
in modern management might be the question of incitation. If one agreed that “the first and foremost social responsibility 
of business is economic in nature” (Carroll, 1979), economic incentives must be in place to make managers accountable 
for other than economic aspects of their decisions as well. Inspired by those challenges, the paper aims at checking 
whether and how social responsibility in business can result in tangible, economic effects, and what stakeholder approach 
has to do with it. 
 
The remainder of the paper is organised as follows. Section 2 links the concepts of CSR and sustainability with business 
performance through the stakeholder approach to management, accenting the context of crises. Section 3 reviews 
empirical studies which focus on the impact of CSR on companies’ financial performance and its parameters. Section 4 
sums the paper up and opens a discussion based on the previous research results and the author’s observations. 
 
 

Linking CSR with performance through the stakeholder concept 
 

There seems to be no doubt that stakeholders [4] may play a significant role in resolving not only the social and environmental 
issues of a company, but also, and foremost, the economic ones (e.g. Boubaker et al., 2014). This is why managing 
stakeholders strategically is seen as the means for increasing the likelihood of achieving the goals of a corporation, 
marketplace success and financial performance (e.g. Donaldson & Preston, 1995; Mellahi & Wood, 2003; Choi & Wang, 
2009; Jones, 1995; Sisodia et al., 2003), and in general enhancing a firm’s value (Freeman et al., 2004) and long-term 
viability (Ackermann & Eden, 2011). To explain why it happens, Bosse et al. (2009) argue, based on an assumption of 
reciprocity, that the value created by a company is the aggregated value created in its stakeholder relationships. Importantly, 
the stakeholder approach — in the process of management — generates greater added value for shareholders (stockholders) 
than that which would be generated using the traditional shareholder value maximization model (see e.g. O'Connell & Ward, 
2020; Paranque, 2017).  
 
The stakeholder concept was first introduced in opposition to the shareholder value maximization model that was prevalent 
in management at that time. That model had its imperative in agency theory that used to be the dominant paradigm in the 
financial economics literature (Fama, 1980; Jensen & Meckling, 1979; Ross, 1973). I agree with Hill & Jones (1992) that 
agency theory, which is primarily concerned with the relationship between managers and shareholders, needed to be updated 
to a new paradigm — stakeholder-agency theory, which reflects the stakeholder approach to corporate governance [5] 
(Freeman & Reed, 1983) and which is in line with current concepts of social responsibility and sustainability. 
 
In my understanding, the stakeholder concept merges rather than contrasts the shareholder and stakeholder models. 
Interestingly, stakeholders are indeed the focal point of both models. The set of stakeholders being of a corporate interest 
under those models is just differently selected (due to different assumptions and motivations of their identification process). 
This is reflected in the instrumental versus normative approach of stakeholder theory [6].  
 
The instrumental approach to the application of stakeholder theory seems to be naturally closer to managers, since it implies 
stakeholder management [7]. But more important, this is the one that advocates discussion about the link between stakeholder 
management, CSR [8] and companies’ performance. The instrumental approach indicates that a stakeholder orientation, by 
creating stakeholder satisfaction, gives a company a source of competitive advantage (Hillman & Keim, 2001), which, in 
turn, can ensure the long-term survival and success of the firm (Freeman, 1984; Freeman & McVea, 2001), result in better 
financial performance (Berrone et al., 2007) and even help to acquire and maintain industry leadership (Chakraborty et al., 
2004). Recognition of the importance of the stakeholder perspective in providing high financial returns has even been made 
by some finance scholars, such as Cornell & Shapiro (1987) and Zingales (2000). A key assumption of the stakeholder 
approach is that firms’ ultimate goal is market success and that satisfying stakeholder claims helps to achieve this goal 
(Donaldson & Preston, 1995; Freeman, 1984).  
 
However, I support the opinion that normative and instrumental perspectives are not mutually exclusive or divergent, but 
that they are interrelated, and their integration — at least in the practice of management — is inevitable. To prove that, 
scholars have already attempted to integrate the two approaches (Gibson, 2000; Jones, 1995; Jones & Wicks, 1999; Velamuri 
& Venkataraman, 2005). The underlying rationale of their studies is that ethical and socially responsible behaviours (a 
normative orientation) can result in a significant competitive advantage (an instrumental orientation) (Berrone et al., 2007). 
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The idea of CSR seems to have been announced earlier than the stakeholder concept itself. Barnard (1938) already argued 
that the purpose of the corporation was to serve society, not noticing then that society is in fact the constellation of 
stakeholders of various entities. The inclusive definition of CSR by Carroll (1979) underlines that the concept encompasses 
both the economic and social expectations towards organisations, and that an economic emphasis is not separate and apart 
from a social emphasis. In the three-dimensional model of corporate social performance (Carroll, 1979), and later in the 
pyramid of CSR (Carroll, 1991), he distinguishes between economic, legal, ethical and discretionary (or later philanthropic) 
components of social responsibility. 
 
“The world is becoming more turbulent than organizations are becoming adaptable” (Hamel, 2009). By addressing and 
balancing the conflicting claims of multiple stakeholders (see, among others, Donaldson & Preston, 1995; Freeman & 
Phillips, 2002; Rowley, 1997), managers can also increase the efficiency of their firms’ adaptation to external demands 
(Orlitzky et al., 2003). How this aptitude can pay off in the turbulent environment during external crises, such as natural 
distress, political unrest and pandemics seems to be of critical interest now.  
 
On the one hand, crisis phenomena are an important context of management in the 21st century due to their being permanent. 
As a result of globalization, and the growing financial, economic, technical, social and environmental interdependencies, 
crises are on the rise (e.g. Boin & Lagadec, 2000; Mitroff, 2005). On the other hand, the importance and complexity of the 
influence of the environment is particularly strongly manifested during a downturn and events leading to crisis situations [9] 
according to individual enterprises’ assessment. An increase in the intensity and scope of the impact of modern crisis 
phenomena on businesses is closely related to the growing strength of the influence of stakeholders of different entities 
within the environment, which can be seen primarily in the industries and economies that are becoming globalized. At the 
same time, as the interdependencies brought on by globalization increase, so does the impact of crises on various stakeholder 
groups (e.g. Boin & Lagadec, 2000; Mitroff, 2005). 
 
It is during crises that Chandler’s ‘visible hand of the market’ (e.g. Chandler, 1977, 2002) manifests itself explicitly. Crisis 
phenomena [10] and mechanisms that have been known throughout history prove that it is always the hand of specific 
stakeholders [11]. This is made crystal clear by the COVID-19 pandemic as well. Whether or not one denies the existence 
of the ‘visible hand’, the stakeholder approach implies that managers can no longer rely on ‘the invisible hand’ to resolve 
conflicts of interest among stakeholder groups, and they must instead deal directly themselves with ethics and social 
responsibility (Clarkson, 1995).  
 
A common element of all crises is that they can harm organisational stakeholders (Mitroff et al., 1996). Particularly important 
for both corporations’ and financial markets’ constituents is the fact that a crisis may drastically alter a stakeholder’s salience 
and its potential influence on a firm’s (shareholder) value in ways that the organisation may not predict and which would not 
be covered by existing contracts (Agle et al., 1999; Alpaslan et al., 2009; Hambrick & Mason, 1984; Mitchell et al., 1997). 
This should draw one’s attention to a key feature of the Mitchell’s et al. stakeholder salience framework, namely, that no 
stakeholders’ attributes are fixed in time (Magness, 2008). 
 
A stakeholder theory of crisis management explains that the stakeholder model of corporate governance [12] may be 
associated with more successful crisis management outcomes due to higher frequencies of proactive and accommodating 
crisis management behaviour (Alpaslan et al., 2009; Mitroff & Alpaslan, 2003). Alpaslan et al. (2009) argue that the 
stakeholder model of corporate governance may help firms prevent crises or recover from them more successfully. Similarly, 
Ndlela (2019) claims that by adopting a stakeholder approach, organisations can optimize their crisis management efforts. 
 
In contrast, Sheaffer & Mano-Negrin (2003) find that firms that focused strictly on profit maximization were more prone to 
crisis. Their results suggest that the shareholder model is at least associated with higher frequencies of crises (Sheaffer & 
Mano-Negrin, 2003). The stakeholder model, which resonates with CSR, seems to lower the risk of potential and dangerous 
omission of some critical though not obvious influencers. 
 

Economically Motivated Sustainability — Empirical Research Review 
 

Since the world predominantly pursues economic objectives, economic incentives seems to be necessary to drive people’s 
behaviour. Academics have tried for decades to find and explain the relation between responsible and sustainable 
management (reflected in a firm’s behaviour) and a company’s value and its financial performance. Although many questions 
are still open or answered by mixed results, numerous interesting implications have been observed based on academic 
research. In this section, I signal some of them, noticing they are in general related to three aspects of a company’s 
success/performance: competitive advantage, financial results and risk and volatility.  
 
Companies that are managed in a responsible manner, or in other words are responsive to ESG factors, perform better (show 
higher and less volatile profitability in the long run) and enhance their competitive position (Greenwald, 2010). Engagement 
in CSR activities being the factor of financial performance improvement is, for example, reflected in the evidence from the 
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global banking sector by Shen et al. (2016), who in particular reported that CSR banks overwhelmingly outperform non-
CSR banks in terms of return on assets and return on equity. The positive impact of CSR on financial performance is also 
noticeable under economic downturn conditions. According to Lins et al. (2017), during the global financial crisis, firms 
with high social capital, as measured by CSR intensity, had significantly higher stock returns than firms with low social 
capital. High-CSR firms also experienced higher profitability, growth, sales per employee and raised more debt relative to 
low-CSR firms (Lins et al., 2017). 
 
CSR engagement can also translate into enhanced firm value, as examined by Jo & Harjoto (2011), whose findings show 
that firm value, measured by industry-adjusted Tobin’s q, is positively related to the CSR choice. Moreover, their results 
indicate that CSR intensity plays an important role as well, since its impact on firm value is both statistically and 
economically significant (Jo & Harjoto, 2011). The link between CSR and financial results can be explained by the fact that 
firms with a strong ethical identity achieve a greater degree of stakeholder satisfaction, which, in turn, positively influences 
financial performance (Berrone et al., 2007). This satisfaction, developed also through close relationships with key 
stakeholders, creates intangible resources that are the basis for a sustainable competitive advantage (Berrone et al., 2007). 
On a similar note, other scholars have found out that a positive impact of the (proactive) ethical initiatives on financial 
performance is possible because ethical behaviours generate intangible assets — good reputation (which I further refer to), 
trust and commitment — which are vital to long-term business success (Fombrun et al., 2000; Hosmer, 1994; Jones, 1995; 
Jones & Wicks, 1999). Of interest are the findings of Berrone et al. (2007), which indicate that when distinguishing between 
corporate revealed ethics and corporate applied ethics, revealed ethics has informational worth and enhances shareholder 
value, whereas applied ethics has a positive impact through the improvement of stakeholder satisfaction. This might indicate 
that ‘practice what you preach’ can magnify the effect of sustainable policies and ethical behaviours. 
 
Whatever the explanation of the link between CSR and a company’s financial performance, empirical evidence on how 
strong this relation is seems to be at least as crucial. A meta-analysis of 167 studies investigating effects between corporate 
social performance (CSP) and corporate financial performance since 1972, conducted by Margolis et al. (2007), indicates 
only a mildly positive relationship between CSP and financial results. Their prior meta-analysis in the same matter report 
that CSP, when treated as an independent variable, had a positive impact on financial performance in 53% of 80 studies, no 
impact in 24% and a negative impact in 5% (Margolis & Walsh, 2001). This clearly calls for further research in this highly 
valid area. 
 
There is strong evidence that on the microeconomic level, firms can mitigate their risk exposure through effective CSR 
policies, whereas on the macroeconomic level, socially responsible behaviour likely leads to a better corporate investment 
environment, better financial stability and stronger and more crisis-resilient economies (Boubaker et al., 2020). First of all, 
there is evidence that CSR decreases the systematic risk of a company, which may be critical in the context of crises. The 
model developed by Albuquerque et. al (2018) predicts that CSR decreases systematic risk and increases firm value, and 
that these effects are stronger for firms with high product differentiation.  
 
There is also evidence that a high ESG score of a company is negatively related to its level of idiosyncratic risk (Luo & 
Bhattacharya, 2009; Marsh, 2000; Mishra & Modi, 2013). For instance, socially responsible companies reduce the risk of 
very costly litigation (Koh et al., 2014). This risk can materialise through stakeholders’ activism (lawsuits, strikes and 
protests). In this sense, companies with a low ESG score are generally exposed to higher operational risk. 
 
In particular, numerous studies support the relationship between CSR performance and reporting and a company’s reputation, 
showing that the reputation risk of socially responsible enterprises is lower than of those who are not (Bebbington et. al, 
2008; Błach & Wieczorek-Kosmala, 2017; Havemann & Webster, 1999; Kurtz, 1997; Pérez, 2015). This is also because 
CSR activity creates a form of goodwill that acts as insurance-like protection for the company in case of negative events, 
and thus can represent added value for its shareholders (Godfrey, 2005; Godfrey et. al, 2009), especially if it manifests in a 
higher resistance to crises. A company’s reputation, defined as an ability to deliver value to stakeholders (Błach & 
Wieczorek-Kosmala, 2017), should be particularly noticeable to investors; hence, it constitutes a key asset of a company 
(Brady & Honey, 2007) which is not captured by its book value. According to Brady and Honey, “corporate reputation as a 
concept embodies the image and values of a company, and was therefore intimately linked with the concept of corporate 
responsibility” (Brady & Honey, 2007, p.6). In turn, as stated by Havemann & Webster (1999), perceived ethical or unethical 
behaviour can have an impact on a company’s reputation and share price.  
 
The positive impact of company’s responsiveness to ESG factors on its competitive advantage, and consequently on its 
competitive position, may be derived from cost advantages as well. For example, empirical research provides evidence that 
consideration of ESG factors in management systems can decrease operational costs in the long run, for example, by 
improving employees’ motivation and thereby their productivity (Van Liedekerke et al., 2007). Waddock & Smith’s (2000) 
corporate responsibility audits [13] showed that adoption of proactive, stakeholder inclusive, morally responsible practices, 
lowered costs, legal exposure and risks to company reputation. Berrone et al. (2007) relate that ethical behaviours foster 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

931



 

 

trusting and cooperative relationships with stakeholders, which, in turn, lead to a reduction in opportunism and contracting 
costs. In the end, there is an improvement in the firms’ competitive advantage.  
 
Empirical findings also associate the high ESG score of a company with lower cost of equity capital, lower cost of debt and 
better access to finance. For example, El Ghoul et al. (2011) report that socially responsible companies have a lower cost of 
equity capital because of their lower perceived risk. Specifically, Sharfman & Fernando (2008) find that strategic 
improvements in environmental risk management reduce the cost of capital and improve the market’s risk perception of a 
firm. Recently, Boubaker et al. (2020) evidence that firms with a better CSR performance exhibit lower financial distress 
and default risk due to better access to finance and creditworthiness, and that this relation is driven by the community, 
diversity and employee dimensions of CSR (prevalent in firms operating in competitive markets and with strong governance). 
 
Taking the above-mentioned arguments into account, companies positively screened against ESG factors and highly scored 
in sustainability ratings may offer greater utility (in terms of risk/return ratio) to investors. In such a case, they become 
appealing to a broader spectrum of investors, both those that are sensitive to CSR and those indifferent to ESG factors. 
Indeed, the concepts of CSR, sustainability or ESG influence today not only business and management, but also finance, 
with sustainable or green finance or socially responsible investing (SRI) [14] becoming the capital markets’ mainstream [15] 
(Global Sustainable Investment Review 2018, 2019). Potential explanations for this trend include a growing awareness that 
finance intertwines with matters of social responsibility and sustainability and the difficult aftermath of irresponsible finance 
that led to the global financial crisis [16] (Boubaker et al., 2018). Certainly, sustainable, green or ethical finance has generated 
renewed attention due to notorious corporate scandals like those of Enron, Worldcom, Arthur Andersen, and Lehman 
Brothers, and environmental accidents such as Exxon, the Union Carbide or BP, just to mention a few. Additionally, the 
growing importance of governmental regulations, including non-financial disclosure, the amplified scrutiny of the media and 
increased pressure from various stakeholders have placed the ESG challenge on the strategic agenda of virtually all firms 
(e.g. Stevens et al., 2005; Weaver et al., 1999), and consequently of capital markets and economies. 
 

Concluding Remarks 
 

Since enterprises are “embedded in a society and draw all their resources from it, then they must act like responsible citizens” 
(Chakraborty et al., p.105). Taking such a perspective requires that corporate management empathize with and understand 
its stakeholders. It needs to see managers not just as resources allocating other resources. It demands a (post)humanistic 
approach. 
 
The study illustrates that stakeholder theory actually has deep roots in the notion of CSR, but at the same time, the stakeholder 
framework facilitates CSR application and evaluation (Carroll, 1979; Carroll, 1991; Clarkson, 1995; Freeman, 1984; Parmar 
et al., 2010; Wartick & Cochran, 1985; Wood, 1991). This makes it undisputable that neither CSR nor the stakeholder 
concept can exist without each other. The survey shows that both concepts are definitely intertwined with and reinforced and 
facilitated by each other. They are not equivalent, though. It is worth mentioning, that CSR is a concept that has been 
generated outside business (Clarkson, 1995). This is why its legitimization to corporate bodies has to be through management 
concepts [17]. The concept is also extremely unlikely to be incorporated as long as there is no visible/tangible link to a 
company’s performance. This paper tackles that challenge of persuading investors and managers alike that doing good does 
no harm. As argued by Margolis et al. (2007), continuous efforts to identify the impact of CSR on companies’ financial 
performance are also efforts to legitimize its social engagement and prove that business can do well, or even better, by doing 
good. A stakeholder approach appears to be an appropriate framework to connect CSR to companies’ performance, since 
this is the approach that has gone long way from stakeholder influence on management towards stakeholder participation in 
it (as presaged by Dill, 1975).  
 
In particular, the paper proves that the interests of shareholders and stakeholders can merge through notions of social 
responsibility and sustainability, and that this can be shown in a company’s (financial) performance. Findings of numerous 
previous studies clearly show that firms that satisfy stakeholder demands have higher economic benefits and achieve 
differentiation from their competitors (see e.g. Berman et al., 1999; Berrone et al., 2007; Hillman & Keim, 2001).  
 
I want to round off this paper with the following observation. If we practically shift from stakeholder management to 
stakeholder accountability (Rasche & Esser, 2006), this may help us operating in the extremely turbulent, uncertain, crisis-
prone, and chaotic environment [18] of the Anthropocene. There are numerous prerequisites for it. One is to make every 
organisation genuinely human (Hamel, 2009). 
 

Endnotes 
 
[1] The stakeholder approach acclaims the system’s theoretical scholarship which raises the problem of the systemic 
implications of corporate decisions. This, in turn, corresponds with Luhmann's system-environment paradigm (Luhmann, 
1990) and Vester’s interconnected thinking reflected in his sensitivity model (Vester, 2007). 
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[2] V. Kurien defines cooperative enterprises as those that “constitute a model for people-centred and sustainable form of 
societal organisation based on equity, justice, and solidarity” (Chakraborty et al., 2004). 
 
[3] Drawing on the functional definition of the management process, stakeholder management is the process of identifying 
stakeholders of the organisation and, in particular, planning, organising and taking action, taking actual or anticipated 
stakeholder behaviour into account, with the intention of achieving the organisation’s goals. 
 
[4] In this paper a stakeholder is defined as any identifiable “group or individual who can affect or is affected by the 
achievement of the organisation’s objectives” (Freeman, 1984, p. 46). For a review of stakeholder definitions, see, among 
others, Clarkson, 1995; Donaldson & Preston, 1995; Donaldson, 2002; Freeman & Reed, 1983; Freeman, 1984; Hill & Jones, 
1992; Littau et al., 2010; and Mitchell et al., 1997. 
 
[5] “Governance intersects with stakeholder theory at the board of directors level, with outside directors representing external 
stakeholders” (Parmar et al., 2010). 
 
[6]  “The fundamental difference between the normative and the instrumental views of stakeholder theory is that whereas 
the former view imposes a moral or ethical obligation on the manager to take into consideration (beyond what has been 
contracted for) the interests of all stakeholders, the latter makes the predictive (and prescriptive) claim that stockholder value 
will be maximized to the extent that the manager satisfies the interests of all stakeholders . Thus, the latter view leaves the 
management of stakeholder relationships (beyond what has been contracted for) to the discretion of the manager, without 
calling on her to compromise her fiduciary duty to stockholders” (Velamuri & Venkataraman, 2005). 
 
[7] The instrumental stakeholder approach “establishes a framework for examining the connections, if any, between the 
practice of stakeholder management and the achievement of various corporate performance goals” (Donaldson & Preston, 
1995). 
 
[8] As reviewed by Parmar et al. (2010) there are numerous concepts and terms that fall into the scope of CSR: corporate 
social performance (Carrol, 1979; Wartick & Cochran, 1985; Wood, 1991), corporate social responsiveness (Ackerman, 
1975, Ackerman & Bauer, 1976; Sethi, 1975), corporate citizenship (Wood and Logsdon, 2001; Waddock, 2004), corporate 
governance (Jones, 1980; Freeman & Evan, 1990; Evan & Freeman, 1993; Sacconi, 2006), corporate accountability (Zadek, 
Pruzan & Evans, 1997), sustainability and the triple bottom line (Elkington, 1997) and corporate social entrepreneurship 
(Austin, Stevenson, Wei-Skillern, 2006). 
 
[9] Pearson & Clair (1998) have proposed defining an organisational crisis from the perspective of an organisation’s 
stakeholders, calling it “a low-probability, high-impact situation that is perceived by critical stakeholders to threaten the 
viability of the organisation and that is subjectively experienced by these individuals as personally and socially threatening” 
(Pearson & Clair, 1998, p. 66), adding that different stakeholders define crisis situations in different ways. 
[10] Taking the global financial crisis as an example: First it manifested as the hand of managers running financial 
institutions, who deregulated the still insufficiently regulated and insufficiently transparent financial markets, and then as 
the hand of state authorities and regional organisations trying to take control once again of the markets that had plunged into 
chaos. 
 
[11] This corresponds to J. Stiglitz’s view that the invisible hand of the market does not exist, or rather reveals itself only 
under special conditions, since in many circumstances the market mechanism proves unreliable (e.g. Stiglitz, 2004). 
 
[12] Stakeholder theory has led to distinguishing between two models of corporate governance: the shareholder model and 
the stakeholder model. 
 
[13] The assessment of “a company’s overall performance against its core values, ethics policy, internal operating practices, 
management systems and, most importantly, the expectations of key stakeholders — owners, employees, suppliers, 
customers and local communities” (Waddock & Smith, 2000). 
 
[14] An investment approach or strategy that considers ESG factors in portfolio selection and management (Global 
Sustainable Investment Review 2018, 2019). 
 
[15] Globally, sustainable investing assets amounted to $30.7 trillion at the beginning of 2018, a 34% increase compared 
with 2016. The largest three regions — based on the value of their sustainable investing assets — were Europe, the United 
States and Japan (Global Sustainable Investment Review 2018, 2019). 
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[16] The global financial crisis stands out against the backdrop of other global and regional financial and economic crises 
because of its significantly greater geographic and industrial coverage, and — above all — because of the much greater 
dynamics of the growth and spread of crisis phenomena, thus resembling a pandemic. 
 
[17] Interesting evidence, on a similar note, can be found in Ackermann’s & Eden’s (2011) robust empirical research which 
showed that one of the most difficult aspects of considering stakeholders in strategy making was legitimizing this activity. 
[18] Freeman views the turbulence of the business environment as the essential managerial justification for undertaking CSR 
activities for the benefit of stakeholders (e.g. Freeman, 1984; Parmar et al., 2010). 
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Abstract 

 
The aim of the paper is to review antitrust practices in the digital age, where competition is taking on new forms and 
content in new markets where they tend to have an absolute monopoly. Thus, more and more often we witness the fact that 
products on digital markets are evolving so fast that the bodies that fight against the monopoly fail to analyze these new 
markets, less to react. 
 

Keyword: Antitrust Practices, Digital Economy. 
 

Introduction 
The company obtains great benefits from the digitalization of the economy, conveniences and speed, but we do not realize 
that sometimes we pay dearly for these things. Participants in economic activity no longer compete in a certain market, but 
generate new markets where they tend to have an absolute monopoly. 
 
Nowadays consumer requirements are so well digitized that large companies globally have information about consumer 
requirements and their needs. 
 
With the advent of the digital economy, it is assumed that the legislation is ready to intervene with some minimal changes 
in the normative act and the adjustment of analysis tools. But already today we realize that we need major changes not only 
in antitrust legislation, but also in our conscience. The world has already changed. The digital economy must already be 
seen as something that is part of our daily lives (ПРАВОВОЕ РЕГУЛИРОВАНИЕ УГОЛОВНО-ПРОЦЕССУАЛЬНЫХ 
ОТНОШЕНИЙ В ЦИФРОВУЮ ЭПОХУ 2020; Цариковский, Войниканис, and Иванов 2019; Цариковский, Иванов, 
and Войниканис 2018). 
 
There are already cases when digital technologies dictated the market power of certain products or were used to achieve 
anti-competitive practices. This involves big giants such as Google, Microsoft, and certain stock exchange agreements 
involving bidding robots. 
 
So in the digital economy there are new competition mechanisms. And we live in a global economy of knowledge and 
inventions. Innovations and the use of new technologies - are the key promoters of the development of both the national 
and global economy. Indeed, we see clear evidence in all areas that new technologies have a strong impact on business. 
 
The digitalization of the economy as well as the previous technological processes such as electrification, industrialization, 
etc., thus the digitalization of the economy entails a series of changes. And in general, the stage of mass digitization entails 
not the reduction but the increase of the digital divide. The digital divide is a term that in the past indicated the gap in 
access to new digital technologies, but now includes a lot of factors that determine the real distribution of socio-economic 
goods in the digital age (2018. 04. 034. Антимонопольное регулирование в цифровую эпоху: как защитить 
конкуренцию в условиях глобализации и четвертой промышленной революции / Нац. Исслед. Ун-т “Высшая 
школа экономики”; ФАС России; под. Ред. А. Ю. Цариковского, А. Ю. Иванова и Е. А 2018). 
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The digital divide today indicates the gap in access to technology and information. The paradox is that with the increase in 
connections to the global network, the gap between those who have access to technology and information and those who 
do not have access is widening but not narrowing. In other words, if you do not have the knowledge and resources, it is 
better not to be connected to the internet, than to be connected. Because the population that is connected to the internet but 
does not have knowledge and is not informed becomes prey for a foreign digital economy (Evseeva 2020). 
 
The promoter of the widening gap in the conditions of the digital economy is the ratio between the increase of economic 
power and the revenues of digital monopolies and the decrease of the incomes of consumers and small and medium 
enterprises. 
 

Monopolies and the massive concentration of capital 

 
Monopolies and the massive concentration of capital are terms that characterize the digital economy today. In Silicon 
Valley USA is a small group of monopolists who have market power and get great profits not seen from the 19-th century.  
 
The level of market monopolization and market power of digital monopolies has reached abnormal levels. In January 2018, 
The Economist magazine had to publish an article on how "Google, Facebook and Amazon dominance negatively 
influences consumers and competition" thus urging the leadership of all countries to get actively involved with antitrust 
policies to regulate digital economic markets. Otherwise, in the absence of policies, we will end up with a digital economy 
that will no longer be a market economy, but will be led by a group of monopolistic companies that will have a market 
power that the monopolists in the 20-th century did not have, nor the governments of developed countries. 
 
Professor Joseph Stiglitz, winner of the NOBEL award, classified things as indicating that time will pass and any goods 
will be digitized at a very high level and will be placed on nothing (Rothschild and Stiglitz 1976; Stiglitz 2014). So the 
people who will own these platforms will be the masters of the world. 
 
In today's economy, most sectors - telecom, media, digital platforms from social networks to pharmaceutical search 
engines, agriculture and much more cannot be seen through the prism of free competition. Oligopoly predominates in these 
sectors. 
 
At the end of 2017, the Technological University of Massachusetts published a book dedicated to the analysis of various 
forms of digital capital. The professors analyzed the mechanisms of obtaining income in the capitalist economy of the new 
technological way and pointed out that one of the basic mechanisms was the control of consumer behavior and the 
inclusion of the consumer in the formation of the added tax without adequate compensation of labor. This mechanism 
allows digital platforms to generate much higher revenues in relation to the work and investments made. In fact, market 
economy institutions, including the competition law institution that were formed until the digital age, have ceased to 
adequately balance the interests of participants in capitalist relations, giving capital too many opportunities to profit from 
human labor, than the possibilities that were optimal for the stable development of society (Snowdon 2013; Stiglitz 2018). 
 

Methodology 
 
Law institutions formed in the period preceding the globalization of economic life very often fail to understand the 
characteristics of the functioning of the modern economy built on digital networks. Thus, we can say that law is lagging 
behind because current law is based on outdated ideas that transnational corporations independently or on the basis of 
direct opposition invent, produce and sell certain products (2018. 04. 034. Антимонопольное регулирование в 
цифровую эпоху: как защитить конкуренцию в условиях глобализации и четвертой промышленной революции / 
Нац. Исслед. Ун-т “Высшая школа экономики”; ФАС России; под. Ред. А. Ю. Цариковского, А. Ю. Иванова и Е. А 
2018; Цариковский, Войниканис, and Иванов 2019). 
 
Whereas in the modern world within the so-called global price formation chains, the research, design, production and sale 
of most products is done by coordinating many components that extends to several thousand commercial entities. These 
global price formation chains are based on multiple mechanisms of guidance and legal support, as in the case of traditional 
contracts. For example, global price chains have become key mechanisms for transferring intellectual property. Right 
holders rely less on traditional intellectual property protection regimes and more on technical safeguards. And in the 
opinion of Professor K. Sobel Rida, it is more important to understand how global price formation chains work than the 
commodity market analysis model. 
 
Competition law is an area of special law that lies between the spheres of private and public regulation. Thus, the 
protection of competition was seen as a need to limit various active forms of abuse of rights in the economy. And here it is 
about those forms of abuse of citizens’ rights that can influence throughout economic life, which in fact represents the 
conditions of market competition in a capitalist society. The role of antitrust bodies to which the state has entrusted the 
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protection of competition transforms antitrust law into a position close to other public spheres. This dual nature of antitrust 
regulation is evident in both the purposes and the methods of legal effects. A basic feature of antitrust regulation in all 
countries is flexibility. And flexibility allows competition law to solve a wide range of market and social problems, while 
retaining its conceptual core. It protects competition law from becoming a closed system, far removed from domestic 
needs. It is part of the democratic process. In addition, analytical elasticity allows the law enforcement authority to 
experiment with different levels of intervention, means of defense and coercive tools (Colombo 2018; Ezrachi 2018; 
Ezrachi and Stucke 2017). 

 

Antitrust Regulation 

 
The nature of antitrust regulation is similarly characterized by the Competition Committee. Competition law is generally 
very flexible so that it can be applied to digital markets. Thus, Professor Julano Amato, former Prime Minister of Italy and 
leader of the draft European Constitution, characterizes the nature of antitrust regulation: Antitrust laws were invented not 
by specialists in commercial law (although they were the first to apply them), and not by economists (although they were 
the basis of context and culture). Their creation was dictated by the will of politicians and scholars who were disturbed by 
the stability of the built democratic system, and who saw in these laws the answer to the main challenge of democracy: 
generation from corporations, which by design are forms of fundamental laws and freedom people in the implementation 
of economic activity, the phenomenon of opposition - private power, power without legitimacy and which threatens to 
violate not only the economic interests of other private business entities, but also the balance in public decision-making, 
which confronts their dominant power (D. S. (University C. L. A. U. O. C. L. S. Evans and Hylton 2008; PATTERSON 
2019). 
 
In this context it is necessary to mention that the essence of the antitrust law from the first days of the appearance against 
the background of the industrial revolution in the USA at the end of the 19-th century was aimed specifically at balancing 
the capitalist system in order to reduce the tension in socio-economic life that inevitably appeared against the background 
of dynamic growth and rapid transformations. As far as is known, the first antitrust law was named in honor of the author - 
Senator Jonh Sherman - a legendary figure in the history of American politics. Being the finance minister who put the 
paper dollar into circulation, the secretary of state who laid the foundations of American foreign policy for the next 100 
years, the Republican presidential candidate, Senator Sherman prepared the antitrust law at the end of his career and 
thinking to his legacy in politics, but not to the present conjuncture. As a result, the law was very high quality and had a 
long life in the legislation of the United States and many countries that took over the basic principles of antitrust regulation 
in the way it was designed by Sherman (Inesi et al. 2018). 
 
In his speech in the US Congress with this bill, the senator put things that are more current today than 20-30 years ago. 
Today, the people of the United States and other countries feel the power of the conglomerate and demand from all 
legislative bodies means to fight this vice, which has recently expanded massively. We have known monopolists and 
privileges in the past but we have never seen such giants as today. You must listen to the demands of the people or be 
ready to be replaced by socialists, communists and nihilists. 
 
The society is now undergoing an equivalent transformation in proportion to the period of the industrial revolution, the 
metal industry and the period that actually generated the antitrust legislation. These transformations, as they did 100 years 
ago, are followed by an imbalance in the socio-economic sphere and a visible increase in the gap. In the last 5-6 years, the 
issue of weak regulation of new markets in the economy has become a key issue in discussions about the effectiveness of 
innovation policy in the world's major jurisdictions in connection with the growing monopolization of high-tech sectors in 
the first place. According to The Economist, one of the signs that monopolies have become a problem in the United States 
is that the University of Chicago held a conference on the dangers of monopolies to the world's largest economy (Ford and 
Håkansson 2013). 
 
The Chicago school and its influence on antitrust regulation in the world between 1980 and 1990 led to a significant 
decline in the flexibility and dynamism of antitrust law, its ability to respond to current needs, although most researchers 
believed that antitrust practice gave great stability and predictability. This predictability in the application of antitrust rules 
to capitalist markets has another inverse effect - it significantly reduces the chances of reacting to the real challenges, not 
the formal ones, of healthy and fair competition. For example, one of the innovations of this stage of the development of 
antitrust regulation in the USA and Eastern Europe is the formalization of approaches for the analysis of the commodity 
market. This model of analysis was based on the fact that there are clear geographical and merchandise boundaries of the 
markets, and required their formalization before any competition survey. This approach works very poorly in the 
conditions of the digital economy, characterized by innovative business strategies, by the fusion of the biological, physical 
and digital world and the level of globalization of economic life. And the concept of the commodity market is both a legal 
and an economic phenomenon. There is a clear lack of clear approaches in detecting the borders of commodity markets for 
the purpose of antitrust regulation. According to Lianos, when we analyze the markets of goods for the protection of 
competition we can have two different positions: we focus on the analysis of the demand for certain goods or on the 
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possibilities of the economic agents in the formation of certain offers. In the second case, in this analysis, the competitors 
will be the companies, which will have comparable capabilities, technological, intellectual and financial, for the realization 
of certain projects, aimed at attracting consumers in their networks (Lianos 2019). 
 
The changes taking place in the economy and in the processes of political economy make it necessary to use more and 
more the means of competition policy, more than some ideologues of antitrust law have predicted, and this need is 
increasingly felt in developing countries and transition savings. 
 
The widening gap that deprives a large part of the world's population of the opportunity to achieve creativity, including in 
creating start-ups and launching their creations on the market, as well as decreasing innovation activity in the economy - is 
one of the most acute manifestations of the economic development stage, which we now call the digital economy 
(Цариковский, Войниканис, and Иванов 2019; Цариковский and Емельянов 2020). 
 
Adapting antitrust regulation to the needs of the digital economy is fundamental to the survival of the economy in the new 
technological age. And in this question intersects the problems of efficiency of the economic system and distribution of 
benefits resulting from its work. 
 
As politicians say - "data is the new type of oil". But, if in the regulation of oil monopolies are already implemented the 
mechanisms of controlling monopolization and combating anti-competitive practices, then in the field of digital economy 
work with monopolies is just beginning. There is currently no extensive law enforcement experience in this area, but 
instead there are already phantom fears and myths generated by monopolistically oriented businesses. In principle, antitrust 
regulation from the very beginning was born in difficult conditions of non-acceptance by the great leaders of the world 
economy. 
 

For example, one of the richest representatives of the new capitalists who made fortunes in the digital economy, Piter Till 
recognized as the founder of Pay Pal and Palantir Technologies, but also the first adventurous investor in Facebook 
published an article in “The Wall Street Journal"magazine a few years ago with the title"Competition - a lot of losers" 
(Hoffman 2017; Thiel 2014, 2016). 
 
Piter Till is now an active participant in political talks in the US leadership, one of President Trump's advisers, which has 
an influence on his decisions in the field of innovation policy. In his article, the councilor mentions that the legislator does 
not correctly interpret the role of monopolies in the conditions of the digital economy (Hoffman 2017; Seave 2014). And in 
his opinion, Americans believe that healthy competition is the guarantee of a prosperous capitalist economy. This approach 
is valid for the economy of the past, but nowadays monopolies are not pathology and are no longer an exception to the 
rules. Monopolies are a necessary condition for a successful business development. In his article, Till refers to the 
successes of monopolies that began in 1970, such as IBM, Microsoft, Google. Each of these companies was a monopolist 
at a certain stage in the development of the digital economy. IBM dominated with microprocessors in the 1970s and 1980s, 
in the 1990s the monopoly reverted to Microsoft in the software field, but the processor market became more competitive 
(D. S. Evans et al. 2019; Irrera 2017; Thiel 2016). 
 

Conclusions 

 
So the cycle repeats itself, giving rise to a new open market space that appears after the anti-monopoly intervention of the 
state. The same happened in the case of Microsoft, Google and so on, so the state initiated antitrust lawsuits against these 
companies when their development reached a maximum level, but the cycle reached the final phase. And all these empires 
in the IT field reaching the end of the cycle were limited to investments in innovation and made every effort to maintain 
this status of leader and only antitrust interventions succeed in restarting a new innovative cycle. So antitrust interventions 
stimulate innovation and force the wheel of innovation to spin with new force. 
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Abstract  

  
This article examines the impact of information and communication technologies (ICT) on the Tunisian banking 

performance.  

The first part of this paper is devoted to the literature relating to ICT and banking research, highlighting the significance of 

ICT to firms and particularly to banks.  

The second part explores the effectiveness of investing in ICT in banking. Therefore, an empirical study has been carried out 

using the DEA method. Our sample is constituted of the banks of Tunisian deposits and the data was collected through the 

balances and the states of results of the APBT.  

 

Keywords: ICT, banking performance, DEA method. 

  
Introduction  

  
These last two decades have witnessed considerable transformations that have significantly affected the financial sphere. 

Kaufman and Dunaway (2006), showed that ICTs have become a major driver of the economic activity, have increased the 

demand for workers’ knowledge, attracted more venture capital for business start-ups in this sector and accelerated 

technological innovation. As a result, knowledge in various forms now represents a growing share of corporate assets. 

Erikson and Nolson (2007), consider that this entire information and communication technology revolution that accompanied 

the development of financial capital and the circulation of information in the 1980s led to the de compartmentalization of the 

financial markets. The inescapable deregulation and the interconnection of information networks have profoundly 

transformed market structures and competition forms. The financial institutions, have not escaped this upheaval and under 

the pressure of the new technologies and the customer expectations, have proposed new outputs and new distribution 

channels.  

 

Peteiro (2006) believes that the configuration of the bank's exercises has evolved considerably because of different 

environmental forces such as globalization, liberalization and financial and technological innovations in information and 

communication (ICT). These forces have brought about profound changes in the functions of the mechanisms, structures and 

actors of the financial sphere.  

 

The assessment of the bank performance requires information on the impact of the different external elements of the 

environment such as ICT.  

 

Several studies have focused on measuring the impact of information and communication technologies (ICT) on banking 

performance such as Berger et al (1997), Peteiro (2006), Emili Tontosa et al (2007). Within this context, the present study 

seeks to answer the following questions:  

 

• What is the impact of ICTs on the bank performance?  

• Following this important investment, are banks performing better and is there really an impact on bank performance or is 

it just a fad?  

 

To answer the raised questions of our problematic, we will analyze the concept and the foundation of the notion of 

“performance”; its definition, its characteristics and its measurement indicators. We will discuss the concept of performance 

in the banking sector and we will finally try to measure this banking performance via ICT and thus make an empirical analysis 
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using the non-parametric method: the DEA method. At the level of this empirical analysis, we have collected empirical data 

from the Tunisian banking sector, over a period of fifteen years, on thirteen Tunisian banks. By this, we integrate the index 

of Malmquist. This index will allow us to see if there is really an impact of ICT on banking performance, because the use of 

the DEA alone will allow us to determine the banking efficiency over time, an overall efficiency.  

 

Definition and characteristics of performance: Banking performance  

  
Desreumaux (1986) considers that the management literature has been characterized by the extreme poverty of the definitions 

of the notion of performance. It should nevertheless be noted that the notion of performance in its overall approach is the 

subject of a relative consensus around 'a definition relating the result obtained to the means developed and implemented to 

obtain it. Bourguignon (1995) defines performance as follows: "performance is the act of recovering very different meanings 

from the achievement of objectives".  

 

The structure of banking systems has undergone many changes since the eighties. Robert de Young et al (2007) consider 

these changes as the result of the adoption of banks to the new financial market order marked by an opening of markets, also 

by the massive adoption of ICT. All this has resulted in increased competition.  

 

Maria conceição et al (2007) showed that "banking performance" is essentially represented by quantitative or qualitative 

indicators such as financial indicators (ROA, ROE, etc.), and non- financial indicators such as (quality, productivity, etc.). 

Indeed, the literature essentially retains internal or external variables of a quantitative or quantifiable nature to explain the 

banking performance.  

 

The economic environment has a significant impact on banking performance; if we take the example of the level of economic 

development of a country, and more particularly its rate of investment, savings are the mainspring of the banking activity. 

Robinson (1988) argues that financial markets develop through economic growth. Milgrom (2004) shows that despite the 

existence of a regulatory environment and despite the existence of laws and regulations that ensure the stability of the banking 

system that actually represents a prerequisite for performance, some practices, such as the unlimited deposit guarantee 

granted to custodian institutions, may have a negative impact on the banks' performance. For Hefferman (1996) the 

performance is directly related to the bank's ability to make the best decision in resource allocation, and therefore in 

investment in ICT field; for instance, the use of ATMs instead of an employee at the counter is an improvement in the quality 

of service as it improves the speed of operations. This practice also reduces operating costs. Moreover, ATMs can take the 

customer to make more withdrawals than they would have if they had to go to an agency.  

 

Similarly, the payment through the bank card also facilitates the customer purchase transactions and encourages him to spend 

more, hence the gain of the bank through all these services.  

 

Methods of measuring performance in banking firms  

  
To measure performance whether in banking firms or in financial institutions Berger and Humphrey (1997) in their papers 

based on 130 studies for 21 countries consider that there are two approaches to performance measurement namely the 

parametric approach and the nonparametric approach. These are the two approaches that will allow us to estimate the 

economic boundaries, and therefore will allow us to know the best efficiency of banking firms. In what follows, we will 

present the five approaches used by Berger and Humphrey (1997) to determine the effectiveness of financial institutions. 

These methods differ in terms of data origin and in terms of border utilitarian form which can be parametric or non- 

parametric.  

 

The Parametric Approach  

  
This approach presents three main methods namely the SFA (stochastic frontier approach), the DFA (distribution free 

approach) and finally the TFA (thick frontier approach) which was introduced by Farell) (1975). The latter proposes an 

approximation of the efficient production frontier by a Cobb-Douglas type function.  

 

The SFA also known as the Econometric Frontier was presented by Greene (1990) as follows: he considers that the total cost 

of a firm is a function of its output and the prices of inputs, according to the standard neo-classical approach, according to 

which the firm seeks to minimize costs for a given level of production. This method is not widely used as it does not reflect 

reality. Berger (1993) considers that the DFA specifies a functional form to the function of cost or profit; however it separates 

the terms of inefficiency from the random errors in another way. It does not impose a specific distribution under the terms 

inefficiency, but supposes the existence of a kernel of efficiency for each firm that is stable over time. Finally, according to 
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Berger (1995), it is a specific form of function and it assumes a value deviation from the predicted performance, with a rise 

or fall in the observed performance, representing the random error, while the predicted performance represents the 

inefficiencies.  

 

The Nonparametric Approach  
  
A lot of work has been the subject of this approach so we find the DEA (data envelopment analysis) and the FDH (free 

disposal hull), which put relatively small structures on the specification of the efficiency frontier. ulkens (1993) considers 

the DEA to be a linear programming technique, where there is better observation of the boundary. This linear combination 

can take into consideration multiple inputs and outputs.  

 

The second non-parametric approach is none other than HDD, which is only a special case of DEA. The specificity of this 

method is that it ignores the hypothesis of convexity. Indeed, the HDD results in a bent boundary to the observations of 

efficient units.  

 

As far as our research is concerned, we have adopted the approach of DEA, since it does not require the specification of a 

production function for the banks, and therefore does not lead to a specification error or maladjustment of the functional 

form.  

 

The DEA Approach: Definition  
  
Data Envelopment Analysis (DEA) is a non-parametric approach that has been used many times to measure banking 

performance. This method was initiated by Charmes Cooper and Rhodes (1978). They evaluated the productive performance 

of banks, also called operational efficiency or technical efficiency. This has been further measured by Sherman and Gold 

(1985), Parkan (1987), Oral and Yolalan (1990) ... Other authors have measured the overall efficiency of banks such as 

Shaffnit Rosen and Paradi (1997).  

 

As for Seiford and Thrall (1990), they concluded that many researchers have identified the DEA as an excellent method for 

modeling operational processes of banking production. In fact, Sherman and Gold (1985), as well as Giokas (1991) have 

argued that traditional techniques, such as performance ratios, have limitations in analyzing the effectiveness of financial 

institutions. They pointed out that these techniques are not appropriate for measuring long-term effectiveness. In addition, 

the ratios combine several aspects of performance that are sometimes very different.  

 

In his study comparing DEA and log linear for estimating bank efficiency, Goikas (1991) concludes that the DEA allows a 

more detailed analysis of bank efficiency. The DEA approach has its origins in the work of Farrell (1975). It thus makes it 

possible to evaluate the performance of decision-making entities from efficiency frontiers. His main interest lies in the 

calculation of a synthetic and comprehensive measure of organizational performance that uses multiple resources (input) to 

generate multiple outputs (output).  

 

The DEA facilitates the analysis of multiple output and multiple input production functions. As a result, the DEA can 

simultaneously identify the quantities of the various wasted inputs and the deficit outputs that generate an inefficient unit. 

As a non-parametric approach, DEA does not require a particular functional form linking inputs for possible estimations. In 

addition, it tolerates very variable units of measurement of inputs (such as capital, labor, etc.), and outputs (loans, deposits, 

etc.).  

 

The application of the DEA is particularly well suited to point-of-sale and bank branch networks, as it is based on the principle 

of comparison. 

 

DEA Model Specification and its Orientations  
  
We find two basic models of DEA, the CCR model by reference to Charnes, Cooper and Rhodes (1978) with the assumption 

of constant scale efficiency, and the BCC model by reference Banker, Charmes et al (1984) with Variable scale yield 

assumption. However, we can find many extensions of these models by reference to the studies of Ali and Seiford (1993), 

Seiford and Thrall (1990) and Seiford (1996).  

a- The CCR model with constant scale efficiency  
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Charmes, Cooper, and Rhodes (1978) state the model as follows; they suppose that they have the data on M inputs xj and S 

output yj for N units of decision-making. The output vector is Yj = (y1j ...... .. ysj) 0 and the input vector is X j = (x1j ............ 

mj) 0. The production function that contains all the production possibilities is defined as follows:  

  
T = {(Y, X) Y 0 (2.1)  

  

It is an output vector from the input vector X 0. In fact, the set T must verify the following postulates:  

 

 
In order to have an estimate of T from all sets of convex and monotonic production possibilities, T must be the intersection 

set of all sets satisfying postulate (1) and (2) and which contains each observation (xj, yj), with j = 1 n. T is characterized by 

the following expression:  

 
   

Each unit of j is represented by an input vector xj and output yj respectively. The DEA's proposal is to construct a non-

parametric boundary with linear pieces to enclose all observed units so that each one represents the measure of a ratio that 

maximizes all outputs in relation to the set of inputs as follows:  

 

 
  

with u,v > 0  

and where u and v are respectively a vector S of the weights of output and a vector M of the weights of inputs. In other 

words, u and v are the measurements to be determined for each yj, xj. These are respectively the values of the outputs and 

inputs observed for a jeme unit to be  

 

evaluated:  

 U’Yj  V’Xj  1  (2.4) with j= 1,2….,n  

  
indicates efficiency and does not exceed 100%.  

  

The resolution of this model according to Charmes, Cooper and Rhodes (1978), gives us an infinity of resolutions because if 

(u *, v *) are an optimal solution, (�u*,�v *) are similarly an optimal solution.  

 

The BCC model with variable scale efficiency  

  
Banker et al (1984) assume that all the units of the CCR model operate with optimal scale efficiency. As a result, the 

measurement of technical efficiency will be confused with scale efficiency, under the condition of imperfect competition 

and financial constraints. From there, Banker et al (1984) suggested the extension of the CCR model to take into account 

variable scale returns (REV), which will allow us to calculate the technical efficiency separately.  

  

Max   U,V 
  ( U’Y j 

  V’X j ) ,   

SC   :  U’Yj   V’X j    1 , 
  
j=   ,2…., n 1   (2 , 3)   
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The Constant Yield Linear Programming (RCE) model can be modified into a Variable Yield Model (REV), adding the N1 

convexity constraint, where N1 is a vector of 1 and is a constant vector which gives:  

 
As far as the present research is concerned, it will take into consideration the model of Variable Scale Returns (CCS), since 

Tunisian banking firms have not yet reached their optimal size.  

  

The DEA and the Malmquist Index  

  
According to Caves, Christensen and Diewert (1982), the multi-year panel data arrangement allows them to combine the 

DEA approach with the Malmquist index, to measure the technical efficiency as well as the variation in productivity. Indeed, 

the DEA method allows us to measure banking efficiency over time. By combining the DEA with the Malmquist index, we 

can determine whether bank efficiency is due to technical progress or not. The latter can be broken down into a variation of 

technical progress and technical efficiency. The Malmquist index was developed by Caves, Christensen and Diewert (1982) 

to measure total factor productivity from a multiple inputs and outputs technology. Fare et al (1994) define the input-oriented 

Malmquist productivity index in a more formal way. Indeed, they assume that at each period t, t = 1 ... ..T, the production 

technology St can be defined by the transformation of the vector of inputs Xt� R +, into outputs Yt� R +, thus:  

 

St = {Xt can produce Yt} (2.6)  

 

 

 

To obtain the Malmquist index, Shephard (1970) defines distance functions for two periods as follows:  
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This  distance  function  measures  the  change  of  inputs  required   (Xt  + 1,Yt  + 1) to make the technology feasible in t.  

  

In the same way, it defines a remote function which measures the change in inputs necessary to make it realizable with the 

technology in t + 1 Dt  + 1(xt,  yt )  

  

Caves, Christensen and Diewert (1982) define Malmquist's productivity index as:  

 

 

 
From there, technology at period t is the reference technology. Therefore, we will be able to define an index taking the period 

t + 1 as reference,  

 

 
Thus we can see that the Malmquist index breaks down the total productivity in the evolution of technology and the change 

in technical efficiency. In addition, the technical efficiency has been broken down into a pure component and an efficiency 

of scale. All this can be summarized in the following graph:  

 

 

 
Decomposition of productivity and technical efficiency.  
  
 Description of variables: Model and Methodology  

  
The literature on the efficiency and productivity of financial institutions distinguishes between two approaches, financial 

intermediation and production. The production approach only considers the financial institution as a producer of deposit and 

financial asset services for account holders. For its part, the intermediation approach considers the financial institution 

primarily as an intermediary between savers and investors and produces only loans. Compared to the production approach, 

it must include all interest costs and funds that constitute the raw material in the intermediation process.  

  
Berger et al (1997) concluded in their summaries of 130 recent studies on the performance of financial institutions from 21 

different countries, that the intermediation approach is the best way to evaluate the efficiency and profitability of a financial 
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institution. As a whole, because it includes all interest rate costs as one-half to two-thirds of total costs. Because of all these 

considerations, we will choose the approach through intermediation.  

  
Presentation of the Database 

  
The model data used to estimate productivity and bank efficiency are derived from balance sheets and income statements. 

Our sample is built from the thirteen Tunisian deposit banks namely: BNA, STB, BIAT, UIB, BH, BS (TIJARI BANK), BT, 

UBCI, CFCT (AMEN BANK), ATB, BFT, CITYBANK, BTS, for a period from 2003 to 2018. All the data were drawn 

from the balance sheets of each bank, available at APBT (the banker's house).  

  

The Efficiency Measurement System (EMS) is a software package for Windows 9x / NT that calculates and analyzes Data 

Envelopment (DEA). Emili et al (2007) chose this software to process their data. That’s why they chose two inputs (work 

and physical capital) and two outputs (credit and title).  

  

• The inputs:  

Salary: according to Emili et al (2007), it is the wage bill 

Physical capital: Sassenou (1994) evaluates physical capital as follows: 

K = Net fixed  assets 

  
These same measures have been used by many authors such as Wheelock and Wilson (1995). Berger et al. (1992) consider 

that fixed assets do not give good results of the bank physical capital value. They propose to evaluate indirectly the capital 

of the bank by its operating expenses (machine, transport ...)  

  

As far as this study is concerned we will use the measure of Sassenou (1994).  

 

 • The outputs according to the same article by Emili et al (2007):  

  
Credits: Credits = Claims on clients + Loans and social resources.  

  

Finally, the Securities are the own shareholders and the commercial securities portfolio.  

  

We relied on the work of Emili et al (2007) to process our data, so we chose these inputs and outputs and calculated them 

from the balance sheets and income statements of each bank from 2003 to 2018.  

  

Efficiency and productivity of Tunisian banks  

  
To be able to measure the efficiency of the banking activity, we relied on two inputs (labor and physical capital) and two 

outputs (credit and securities). Using the DEA model, it was possible to calculate the evolution of efficiency over time; the 

table below illustrates this:  

  
Table (2.1): The evolution of overall efficiency over time 

  

   

2003 

 

2004 

 

2005 

 

2006 

 

2005 

 

2006 

 

2007 

 

2008 

 

2009 

 

2010 

BNA  65,10% 76,58% 86,89% 76,90% 24,76% 67,90% 23,68% 88,76% 56,30% 166,72% 

STB  87,02% 43,70% 75,30% 86,99% 76,90% 45,80% 102,57% 87,60% 23,90% 100,00% 

BIAT  102,63% 124,80% 115,55% 131,24% 114,48% 109,66% 97,64% 89,07% 73,79% 100,00% 

UIB  64,26% 74,75% 78,43% 78,93% 90,29% 99,01% 67,86% 113,65% 72,46% 100,00% 

BH  8,82% 9,77% 12,87% 17,64% 19,41% 98,39% 31,35% 31,99% 30,09% 100,00% 
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BS  78,72% 84,77% 85,76% 91,66% 102,09% 92,91% 71,28% 64,71% 65,84% 100,00% 

BT  72,72% 86,00% 85,09% 94,91% 99,13% 102,38% 94,89% 74,89% 60,59% 100,00% 

UBCI  90,32% 103,93% 88,85% 77,21% 57,15% 55,45% 52,34% 49,10% 44,57% 100,00% 

  

CFCT  135,71%  83,52%  79,39%  82,95%  67,15%  64,89%  71,32%  66,35%  74,15%  35,76%  

ATB  65,82%  87,71%  44,77%  44,19%  55,74%  48,02%  56,00%  73,31%  42,99%  100,00%  

BFT  124,80%  43,50%  47,40%  58,50%  43,39%  36,68%  34,16%  27,43%  45,22%  100,00%  

CITIBANK 4,69%  39,64%  24,39%  76,69%  110,97%  78,96%  77,88%  30,46%  99,34%  101,92%  

BTS  5.69%  6.23%  10.25%  11.69%  25.96%  48.36%  57.36%  66.85%  77.69%  132,07%  

  

   2011 2012 2013 2014 2015 2016 2017 2018 

BNA  100,00% 100,00% 164,55% 97,26% 86,58% 111,47% 113,47% 114% 

STB  45,90% 117,15% 34,78% 86,70% 108,79% 103,58% 104,78% 106, 57 % 

BIAT  100,00% 457,98% 100,00% 75,59% 93,97% 94,59% 100,00% 102,13% 

UIB  100,00% 100,00% 100,00% 56,90% 95,30% 97,24% 120,54% 134,67% 

BH  100,00% 110,89% 103,54% 82,59% 96,90% 92,32% 102,92% 105,25% 

BS  100,00% 100,00% 100,00% 76,05% 95,91% 116,66% 120,78% 129,38% 

BT  100,00% 134,99% 100,00% 102,90% 99,01% 108,22% 108,22% 115,27% 

UBCI  100,00% 100,00% 100,00% 71,77% 106,83% 98,80% 106,76% 111,58% 

CFCT  100,00% 100,00% 100,00% 62,99% 93,78% 123,01% 124,00% 127,89% 

ATB  500,48% 100,00% 121,97% 106,16% 111,15% 100,41% 101,29% 108,67% 

BFT  100,00% 100,00% 100,00% 58,60% 34,20% 70,51% 90,57% 100 % 

CITIBANK  140,49% 102,18% 100,00% 21,80% 19,42% 18,07% 45,17% 50,89% 

BTS  117,61% 116,39% 64,10% 72,37% 110,07% 116,17% 120,17% 126,78% 

  

The study of the banking performance is generally based on the financial analysis of the accounts and attaches paramount 

importance to the concept of profitability. We have integrated in a procedure of evaluating the banking performance over 

time an operational procedure which relies on the technique of the DEA. Both the performance measurement and the 

development of relevant performance indicators are decisive for improving the banking activity; in particular, it makes it 

possible to estimate an index of the overall productivity factor that summarizes the improvement in the banks' performance 

over time. From this table, we find that the majority of banks record a performance over time. So, the index of technological 

progress is not neutral and influences the variation of productivity. The overall productivity of Tunisian banks is increasing 

over time. This increase is due to an improvement in all its components, such as ICT investment, bank mergers, etc. This 

table allows us to determine the evolution of the efficiency of banking firms over time, without knowing the true reason. 

That is why in the following step we will proceed with the decomposition of the Malmquist index so as to determine the 

technological evolution of the banks.  

  

Technological Evolution and Decomposition of The Malmquist Index  

  
Taking technological progress into account implies that production possibilities are determined from the banks for each year.  
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A modification of this boundary will indicate an evolution in the technology and a modification of its efficiency. We will 

use the Malmquist index to determine bank productivity and break down productivity into efficiency and technological 

progress. It should be noted that the improvements in productivity are reflected in Malmquist index values.  

  

An important feature of the Malmquist version of Farell et al (1957), from equation (2.8), the Malmquist index can be 

decomposed into two components independent of each other, the change in efficiency (ECH) and the technological progress 

(TCH).  

  

Thus equation (2.5) is none other than the (ECH). It is equivalent to Farell's technical efficiency ratio during period t divided 

by Farell's technical efficiency at time t + 1. Whereas equation (2.8) is the (TCH) which is none other than the geometric 

mean of the technological evolution observed at the level of the xt + 1 inputs and the technological evolution evaluated at xt.  

  

Equation (2.8) can be formulated as follows:  

  

 M (t ,t +1) = MALMt = ECHt xTCHt  (2.10)  

 

  
We will be able to calculate for each bank the trajectories in time of productivity and of the change in terms of efficiency 

and technical progress.  

  

So, we will be able to see if the evolution of the banking performance is due to the technological progress or to the effect of 

scale of the bank (ie its size).  

  
Tableau (2.2): Total des scores 

  

 
 

Année 

Total du 

Score 
d'efficience 

globale 

 
Total du Score d’efficacité 

d’échelle 

 
Total d’Indice 

de 

Malmquist 

Total 

d’Evolution 

Technologique 

2003  66,05%  0,95363934  1,03209082  1,00084615  
2004  63,44%  0,89212419  1,08150129  1,142  

2005  70,60%  0,97713757  0,76886919  0,73  
2006  66,27%  0,95683355  0,88193744  0,85384615  
2007  69,23%  0,98450951  0,93250371  0,87692308  

2008  60,07%  0,97044353  0,87176846  0,83076923  
2009  61,33%  1,00311177  1,11521177  1,05776923  
2010  53,02%  0,99256664  1,01087692  0,96  

2011  102,81%  1,00350699  1,01360147  0,92307692  
2012  131,11%  0,95931213  0,97136813  0,93461538  

2013  133,81%  0,96368196  1,004528  0,95615385  

2014  99,15%  0,97016976  1,12998948  1,08230769  
2015  70,13%  1,06582844  0,81588046  0,76030769  
2016  88,61%  0,97362974  0,91567773  0,871  

2017  90,61%  0,99362974  0,91525  0,90  

2018  100 %  0,99765431  0,91768  0,91983  

  
It’ is obvious that the values of the index of technical evolution are very close to those of the Malmquist index; but they are 

moving away from the values of the scale efficiency index. The technological mastery of a bank is reflected in the level of 

output produced. But the production of an output level can be viewed as inefficient if too much input is needed to reach this 

level of product; that is, there is a waste of resources. In other words a bank is technically efficient, if for a given level of 

production it uses the optimal combination of inputs necessary for this level of production. Table (2.2) shows that ICTs have 

an important contribution to the bank productivity and thus a considerable importance for bank performance.  

 

Total factor productivity (or the Malmquist index) of banks has evolved at a fairly significant pace. This is due to an 

improvement in all the components of the bank, including significant investments in ICT. Rowe (1994) considers that ICTs 
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have profoundly changed the way banking works. According to him, ICT has become the tool of production because of the 

dematerialization of money. This has allowed ICTs to have a privileged place in the process of bank production.  

 

• ICT makes it possible to reduce production costs, banks resort more to pooling. The latter allows them to pool 

investments and. achieve economies of scale by spreading fixed costs over larger volumes. The ultimate 

purpose is therefore to achieve economies of scale and become more competitive in the market  

• ICTs also enable banks to industrialize all of their production processes. This challenge is all the more 

important as, in the context of the growing disintermediation, banks must broaden their target customers 

asking for a global, unique and immediate vision for each customer.  

• Also at the bank's internal level, ICTs modify the bank processing by allowing the transition from traditional 

stock management to the management of their processes. The rapid growth of distance banking services with 

credit institutions is explained by the evolution of the environment, which has necessitated new banking 

strategies based on the valuation of assets (agency networks) and investment in new channels resulting from 

technological innovation (distance banking); the latter is a response to the use of ICT.  

• ICT can be considered as a competitive advantage for the bank; thanks to these technologies new forms of 

banking have emerged such as remote banking, e-banking....  

  

The appearance and development of remote banking has been made necessary due to:  

  
• The demand for tailor-made banking services related to the computerization of access to these services 

with the appearance of ATMs / ATMs, video text (Minitel in France), audio text (voice servers) ) and 

Internet banking.  

  

• The opening of banking operations to any type of institution: if the credit institutions keep the monopoly 

of the main operations (collection of savings, provision and management of means of payment), the 

possibility for others to carry out the related operations created a dynamic competition of new entrants 

(companies and mutual insurances with savings and retirement tools, large retail companies with credit or 

even credit cards, stock and wealth management companies ).  

  

• New customer expectations of new technologies highlighted by various studies:  

consumers say they favor remote banking for everyday operations  

 

• The development of remote banking activities changes the situation from a financial, technological and 

regulatory point of view.  

  

The technological shock can change the production function and can lead to a new combination of inputs and outputs. This 

technological shock can also lead to the emergence of new products or the use of new outputs.  

  

The emergence of ICTs in the field of financial intermediaries, and more specifically banking, must not undermine their 

raison d'être. However, these innovative distribution channels contributing to reducing banks' costs may disappear if another 

more fundamental form of trade restriction is not introduced.  

  

We have tried at this chapter to evaluate the impact of ICT on banking activity. We have come to the conclusion that ICT 

plays a growing role in the evolution of banking activities. They are not limited to supporting change, but they become the 

driving force of the banking business. That is why investment in ICT is not only a fad but it is above all a considerable 

support to the evolution of banking performance; through our research we have found that Tunisian banks devote a significant 

portion of their budgets to ICT investment. We can see that despite the significant investment that banks have made in ICT 

equipment, they have not reached an equivalent level of efficiency. This is due to the notion of ICT use, which we discussed 

at the first chapter level (in section I). Indeed, we should not invest in ICT only to perform well but also know how to use 

these technologies; therefore, the training of the staff is necessary to make the investment in ICT profitable.  

  
 Conclusion 

  
The bank is unequivocally a tertiary company producing and marketing monetary and financial products and services, even 

if the parameters of its activity make us often talk about banking industry. For more than half a century now, economists 

have been sparing no effort in trying to define and measure banking production with one of the quantitative techniques and 

industrial methods. It should be noted that the traditional banking operations (credit deposits) already had an original degree 

of complexity, which was strongly accentuated by the rapid changes that are produced within the bank and which revealed 

new unconventional practices. The reconsideration of the bank's raison d'être led us to note that the traditional arguments of 
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transaction costs and asymmetry of information require an update. Indeed, the changes in the financial sphere and especially 

the advent of ICT have considerably reduced the scope of these costs and asymmetry in direct finance. The reconsideration 

of the banking intermediation function allowed us to point out that the theory of intermediation, which has its source in the 

work of Guerly and Shaw (1960), no longer present a framework adapted to the understanding of the role of contemporary 

banks due to the invasion of ICT, to the financial liberalization, globalization etc. 

 

Also, the reconsideration of the nature of the banking production, allowed us to note, that the followers of this approach did 

not show any effort to try to define and to measure with one of the quantitative techniques banking production; hence the 

importance of the bank's existence, its raison d'être and its services.  

  

That's why the present study aimed to analyze and evaluate the impact of ICT on bank performance. For this sake, we used 

the non-parametric approach: the DEA approach, combining it with the Malmquist productivity index, to check whether 

ICTs have an impact on bank productivity and therefore on its performance level. 
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Abstract 

 
We can observe in the present the appearance of a new economy based on knowledge and ideas, in which the key factor of 

prosperity and economic growth is the superior knowledge capitalization. In this new type of economy knowledge is 

considered to be the driving force of the economic growth, productivity growth and a resource that can offer a sustainable 

competitive advantage. The competitive advantage it is obtained today through innovation and the extensive utilization of 

knowledge and it is not based only on products or services, natural resources or geographic particularities.  

This type of society is emerging in Romania, but Romania must recover substantial lags on many levels of economic and 

social development. Also, in the last decades Romania was facing many difficulties in order to reach the EU targets 

regarding the research and development.  In this case, the role of the knowledge-based economy vectors must be carefully 

defined, so that society's response to the "bread or broadband" dilemma to maximize social utility in the medium and long 

term. Because one of the main vectors of the knowledge economy it is represented by the research and development, the 

present paper intends to present an overview of the Romanian Research, Development and Innovation (RDI) system, its 

weaknesses and barriers that have stood in the way of R&D structural reforms implementation from the perspective of the 

knowledge-based economy.  

 

Keywords: knowledge, knowledge-based economy, research, development, Romania 

 

Introduction  

 
Knowledge is considered a driving force for economic growth, are for this reason we can observe a growing interest for 

information, research, development, innovation and learning and their role in economic growth. 

 

However, the role of knowledge as a basic pillar of the new society and economy is far beyond the very process of 

transmitting knowledge through computer and communication networks, being specific to different aspects of society and 

economy, from learning processes to how to organize business. 

 

The knowledge-based economy means permanently renewed products, customized in some cases to uniqueness, marketed 

through virtual markets with a low level of information asymmetry, so much lower transaction costs. The knowledge-based 

economy also means new business strategies, focused on exploiting niches and with the benefits of a much smaller 

economy. Implicitly, it introduces new principles for organizing companies and hierarchical structures, as well as new 

financing schemes, less sensitive to the intrinsic risk of the knowledge-based economy and intended for the development of 

intangible assets, as well as networking with their own synergy. 
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As well, this type of society is emerging in Romania, but Romania must recover substantial lags on many levels of 

economic and social development. The role of the vectors of the knowledge-based economy must in this case be carefully 

defined, so that society's response to the "bread or broadband" dilemma is to maximize medium- and long-term social 

utility at a minimum of short-term costs. Achieving this goal can be reached through in-depth knowledge of the economic 

and social environment and through the commitment of the decision makers, involvement and support in civil society, but 

also through coherent programs to achieve the knowledge-based economy in Romania. 

 

Since one of the vectors of the knowledge-based economy is represented by the research, development and innovation 

system, we consider that is useful the presentation and analysis of this field in Romania. The main contribution bought by 

the present paper lies in the research and academic implications. From this point of view, it enhances the theoretical 

framework of research- development and knowledge economy. The results of the paper it can be utilized by the research 

institutes and other education and research organizations which are knowledge diffusers and transmitters. 

 

Literature Review  

 
The concept knowledge economy has been widely used in the international literature. Thus, according to OECD, 

knowledge-based economies are „economies which are directly based on production, distribution and use of knowledge 

and information” (OECD, 1996). The OECD (1999) has suggested that “... the role of knowledge (as compared with 

natural resources, physical capital and low skill labour) has taken on greater importance” 

 

Since the World Bank has knowledge economy initiatives, through education, resource sharing, and its online Knowledge 

Assessment Methodology tools, its definition of knowledge economy is the most comprehensive and widely used. The WB 

considers that knowledge economy is based on four pillars, as follows: 

 

− educated and skilled workers who are able to continuously upgrade and adapt their skills to create and 

use knowledge efficiently, 

− modern and adequate information infrastructure which will facilitate the effective communication, 

dissemination, and processing of information and knowledge, 

− effective innovation system is composed of research centres, universities, consultants, and other 

organizations that keep up with new knowledge and technology, 

− institutional regime which allows the efficient mobilization and allocation of resources, stimulate 

entrepreneurship, and induce the creation, dissemination, and efficient use of knowledge (World Bank, 2007). 

In the World Bank approach the research and development play an important role in pillar number 3– “Effective 

innovation system”–since research organizations and institutions and technology incubators are often the sources of new 

technologies, patents, and new ideas. 

 

The term “knowledge economy” was utilized by Peter Drucker, first in his book, “The Effective Executive” (1967) and 

then in the “The Age of Discontinuity” (1969). Drucker argues that “Knowledge has become the key economic resource 

and the dominant—and perhaps the only—source of competitive advantage “and suggests that: “knowledge is now 

becoming the one factor of production, side-lining both capital and labour” (Drucker, 1988)   

Several definitions for the knowledge economy are presented below, but shortly we can say that the knowledge economy is 

the result of the interaction between well-educated minds, modern ITC infrastructure and a knowledge supportive 

institutional regime, bring together to create wealth: 

 

− “… one in which the generation and exploitation of knowledge has come to play the predominant part in 

the creation of wealth. It is not simply about pushing back the frontiers of knowledge; it is also about the most effective use 

and exploitation of all types of knowledge in all manner of economic activity” (DTI Competitiveness White Paper 1998); 

− “…the idea of the knowledge driven economy is not just a description of high-tech industries. It 

describes a set of new sources of competitive advantage which can apply to all sectors, all companies and all regions, from 

agriculture and retailing to software and biotechnology” (New measures for the New Economy, report by Charles 

Leadbeater, June 1999); 

− „...knowledge economy can be defined as a fundamental need, based on intensive activities to improve 

knowledge flows, which contribute to an accelerated pace of technological and scientific advancement” (Powell & 

Snellman, 2004); 

− “…economic success is increasingly based on upon the effective utilisation of intangible assets such as 

knowledge, skills and innovative potential as the key resource for competitive advantage. The term “knowledge economy” 

is used to describe this emerging economic structure” (ESRC, 2005); 

− „...the main features of the knowledge-based economy are innovation, education, creativity and 

knowledge management” (White, Gunasekaran, & Ariguzo, 2012); 
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− „...knowledge-based economy has transformed the business world by re-evaluating the role of 

knowledge, innovation and evolution, as a basic process of production and as a determining factor in business success” 

(Hadad, 2017). 

The definitions presented above have a common point, respectively the placement of knowledge and innovation at the 

centre of the economic economy. Some authors (Hadad, 2017; Leadbeater, 1999; ESRC, 2005) consider knowledge as 

a source of obtaining the competitive advantage and business success.  

 

In the 21st century, we can speak of a knowledge-based economy, which is a broader concept that integrates both the 

information society and human capital. In our opinion, this means: 

−  more intensive use of intelligent systems which assist managers in making quickly important decisions; 

− drastic change in the ratio between the number of staff who will work in creating information and those 

who will work in the production of material goods, significantly increasing the number of those in the first category; 

− information becoming a commodity, due to its value and coding, being exchanged / sold on certain 

markets; 

− continuous and complex professional training, so that, in the future, a person will have to possess not 

only know-how, i.e., physical, mental and mental skills (schooling, training, workforce, stress resistance), but also know- 

what (knowing information, facts, phenomena), as well as know-why (understanding phenomena) and know-who (ability 

to interact with information holders); 

− incorporation of intelligent technology by most products on the market (microcomputers, mobile 

communication systems, multimedia systems, etc.); 

− reduction of the human component within the routine activities, the products “communicating” with each 

other directly. 

In the economic analysis some authors consider knowledge a public good generated by RDI activities (Grossman and 

Helpman, 1994). Aghion and Howitt (1998) consider that long run growth should be positively correlated with RDI 

productivity. Also, Klette and Griliches (1998) have the opinion that RDI are the engines of growth.  

There are a number of studies that demonstrates that innovation has positive effects on economic growth or productivity 

growth (World Bank, 2007). For example, Lederman and Maloney (2003), finds that a one-percentage point increase in the 

ratio of total R&D expenditure to GDP increases the growth rate of GDP by 0.78 percentage points. Guellec and van 

Pottelsberghe (2001) investigated the long-term effects of various types of R&D on multifactor productivity growth using 

panel data for the OECD over the period 1980-98. They find that business, public and foreign R&D all has statistically 

significant positive effects on productivity growth (Chen and Dahlman, 2006). 

 

Methodology  

 
The methodology of this research is based on a literature review, data collection from national and international institutions 

(National Institute of Statistics from Romania, Eurostat, World Bank) and the use of comparative analysis. The papers is 

based on the most recent data about the Romanian research and development system provided by the National and 

European statistics and intend to present an qualitative analysis of the main aspects that which hinders the development of 

the research and development system in Romania. 

 

The sources of information used for the elaboration of the analyses presented in the paper are official sources, which 

include, but are not limited to:  public data and information provided by the National Institute of Statistics; data and 

information reported by Romania to the European Commission, as a Member State of the European Union, and which are 

available in the bases of public data of the European Statistical Institute EUROSTAT. 

 

Data processing was performed with a view to ensuring comparability data, using a spread sheet computer application. 

 

Regarding research method, this paper uses the descriptive and comparative approaches and methods of analysis to discuss 

the link between research and development and knowledge economy in Romania. We have used the World Bank four 

pillars related to the knowledge economy: economic incentive and institutional regime, education and human resources, the 

innovation system and Information and Communication Technology (ICT) pillars. We believe that the selection of this 

method and these indicators seem quite consistent and relevant for our analysis in this paper. 

 
Results and Discussions 

 

The structure of the research system and the context of the innovation process 
 

Research, development and innovation play a key role in generating smart and sustainable growth and creating jobs. By 

producing new knowledge, research is essential for the development of new and innovative products, processes and 
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services, which increase productivity, industrial competitiveness and, ultimately, prosperity (European Commission, 2017). 

Interest in responsible research and innovation (RRI) has been increased in recent years in the academic, practical and 

policy domains. (Budi, Niraj, Yuanzhu, Roula, 2020) 

 

The level of development of a society has a decisive role in the performance of the education and research system, in the 

level of citizens’ education, ensures the quality of research products and equitable access of all potential users to the 

services and products of this system. 

 

In order to achieve the integration of scientific research in the European space, there must be an acceleration of the 

Romanian research reform process, in relation with the objectives of the European Union, in order to ensure the quality 

and visibility of the research-development-innovation system in Romania. Unfortunately, Romania continues to be in 

2020 on the last place in Europe in terms of innovation, from 2011 until now the performance of our country in this 

field being below 50% of the European average. (Gherman, Dincu, Brad, 2020) 

 

According to the 2014 – 2020 National Strategy for research, development and innovation, in 2020 Romania became 

competitive at regional and global level, through innovation fuelled by research and development, generating well-being 

for citizens. At the core of competitiveness is an innovation system in which research and development support the 

advance on global value-added chains. 

 

The specific cross-cutting objectives of the National Strategy for Research, Development and Innovation 2014 - 2020 are:  

 

1. Reaching by 2020 the critical mass of researchers needed to transform RDI into a factor of economic growth, by 

ensuring a rapid and sustainable evolution, numerical and qualitative, of human resources in research, development and 

innovation. Unfortunately, this objective was not fulfilled because Romania has lost researchers between 2013 and 2019. 

 

2. Development of successful research organizations, able to become regional and global operators, by stimulating the 

defragmentation of the RDI system, concentrating resources and prioritizing their allocation, encouraging public-public 

and public-private partnerships, funding science and assessing its impact, new funding models for to facilitate innovation 

(RDI National Strategy, 2014). We cannot discuss about the achieving of this goal because Romania has not encouraged 

the public-public and public-private partnerships and did not create facilities for innovations. 

 

In terms of the research workforce, in 2019 Romania was on the 17th place in the European Union, with a number of 

31.665 persons employed in this field. On the first place among the EU countries was Germany with a number of 733.007 

persons, and on the last place was Malta with a number of 1.612 persons engaged in research. 

 

 
 

Fig. 1: The research and development workforce at EU level in 2019 
Source: data processed by the authors, https://ec.europa.eu/eurostat/data/database 

 

The research, development and innovation (RDI) system in Romania includes 263 public RDI organizations and about 600 

enterprises. From the public organizations, 56 are authorized public universities, 46 are national research and development 

institutes (of which 43 are coordinated by the ministry of education), and 65 are research institutions and centres of the 

Romanian Academy. The National Network for Innovation and Technology Transfer (ReNITT) includes 50 specific 
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organizations: technology transfer centres, technology information centres, technology and business incubators, 4 science 

and technology parks (MEC). 

 
Fig 2. The research and development workforce 

Source: data processed by the authors, https://ec.europa.eu/eurostat/data/database 

 

Regarding the evolution in the last 10 years of the labour force in Romania, we can see that it has had an upward evolution, 

increasing by 5.500 employees in 2019 compared to 2010, with slight decreases in 2014 and 2018. 

 

Compared with the European countries, Romania is the only country that lost researchers between 2013 and 2019, while 

the average increase in the number of researchers in the European Union was about 35% (PIAROM, 2019). Break down, 

most Romanian researchers worked in 2018 in other Natural Sciences and Engineering; over 1,700 employees worked in 

research and development in Social Sciences and Humanities and only about 600 researchers worked in research and 

development in Biotechnology, according to PIAROM data. A great influence on the reduced number of persons which 

work in the RDI field it has the phenomenon of going abroad, currently reaching the stage where Romanians with the best 

potential are still recruited from the school benches by countries with well-developed strategies in this regard. 

 

Innovation at Microeconomic Level 

 

Innovation is a difficult concept to measure. The most important indicator used to estimate the innovative phenomenon, 

although it only reflects the supply of knowledge, is the number of registered patents / patents. Therefore, current 

international comparisons (like European Innovation Scoreboard) use as a significant indicator the number of patents 

registered at international offices. A distortion can occur in the case of a society with an immature entrepreneurial culture, 

the number of registered patents correlates less with the innovative potential. This explains, at least partially, the weak 

position held by Romania on this indicator within the European Innovation Scoreboard. Moreover, the European 

Innovation Scoreboard 2020 places Romania on the last place among the EU member states in terms of Global innovation 

performance calculated on the basis of five key dimensions: intellectual property, number of patents, dissemination of 

innovation, knowledge creation and stimulating innovation. 
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Fig. 3: Performance of EU Member States' innovation systems 
Source: European Commission, European Score Board 2020, https://ec.europa.eu/commission/presscorner/detail/en/QANDA_20_1150 

Romania stands out through a long time elapsed between filing a patent application and the moment of obtaining the 

patent. During this time, although the intellectual property is protected, it is practically impossible to trade, moral wear and 

tear being inevitable, any substitute product may appear in the meantime. 

 

The latest data regarding the level of innovation in Romania are provided by the National Institute of Statistics. According 

to these data, the share of innovative enterprises in total enterprises increased in 2016-2018, compared to 2014-2016, by 

4.4%, an increase that demonstrates the improvement of the economic climate in our country (INS, 2018). 

 

Table 1: The share of innovative enterprises 

 

  

Share in the total number of 

enterprises (%) 

2014-2016 2016-2018 

Total enterprises 100,0 100,0 

innovative enterprises, of 

which: 
10,2 14,6 

     -industry 5,2 8,0 

     -services 5,0 6,6 

Non-innovative enterprises 89,8 85,4 

Source: INS, 2018, Press communicate 46/ 23.02.2018, 

https://insse.ro/cms/sites/default/files/com_presa/com_pdf/inovatie_afaceri18_1r.pdf 

 

The results of the 2016-2018 statistical survey on innovation in the enterprises (provided by National Institute of 

Statistics), showed that, out of a total of 28,776 enterprises, 4,198 carried out innovative activities, of which 4,124 are 

successful innovators, implementing at least one product innovation or a business process. 

 

One of the main indicators that characterize the innovative activity is the ratio between the innovative enterprises and the 

total number of enterprises. For the period 2016-2018, the calculation of this indicator shows that the share of innovative 

enterprises was 14.6%, and of non-innovative enterprises, 85.4%. 

 

Of the total enterprises, 6.4% have introduced or implemented only new or significantly improved products, while 4.5% of 

them implemented only new or significantly improved business processes. The share of enterprises that had both product 

innovations and business process innovations was 3.5%. 

 

In the period 2016-2018, large enterprises, with at least 250 employees, were twice as innovative as small and medium-

sized enterprises (SMEs). Of the total number of large enterprises, 27.9% were innovative, while SMEs innovated 13.9%. 

The share of large innovative enterprises increased by 10 percentage points compared with 2014-2016 from 17.9% to 

27.9%, and the share of innovative SMEs increased by 4.1 percentage points, from 9.8% to 13.9%. 

 

 
Fig. 4: The share of innovative enterprises by size class of employees 

          Source: data processed by the authors, https://insee.ro 

 

4.5% of enterprises applied only for business process innovations and 3.5% implemented both product and business 

process innovations. The increase in the share of innovative product enterprises is due to the increase in the share of 
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innovative enterprises in both goods and services. In the period 2016-2018, the share of innovative goods enterprises was 

5.4 percentage points higher than in the period 2014-2016 (8.0% compared to 2.6%). Innovative service enterprises also 

increased by 4.9 percentage points (6.3% compared to 1.4%) Of the total number of innovative enterprises, 19% stated that 

they achieved innovation through cooperation.  

 

30.2% from all innovative enterprises had cooperation agreements in the realization of innovations between 2016 and 

2018. Better cooperation it can be observed among the large enterprises, 39% of all cooperating. The main cooperation 

partners of innovative enterprises were equipment, materials, components or software suppliers (11%) and customers or 

buyers from the private sector (5.7%). By the nature of the cooperation partner, national cooperation had the highest share, 

followed by European countries 

 

By economic activities, the enterprises in the industrial sector were more innovative having a share of 16.3% from the total 

enterprises in the industry sector, and those in the services sector represented 12.9% of the total enterprises in the services 

sector. 

 

In the services sector activities, the largest share of innovative enterprises, in the total enterprises in this sector, is held by 

information and communications (39.8%), and followed by wholesale trade (21.4%), the transport and storage sector 

(16.8%), professional, scientific and technical activities (15.9%) and financial and insurance intermediation (6.1%). 

Also, between 2016-2018, the most innovative economic activities, calculated according to their share in the total 

enterprises in their sector of activity, were those in: IT services activities (58.5%), information technology services 

activities (51, 3%), research and development (45%). 

 

Financing Research and Innovation in Romania 
 

In Western Europe and especially in the United States, research is carried out mainly in private companies or in private or 

even state universities, but with mostly private funding. In fact, in the US, every university, even a state one, has its own 

fundraising department, which seeks funding for both the educational and research process. If the amounts raised from 

private sources exceed the amounts allocated by the US state, a state university earns the right to have its own curriculum. 

 

 
 

Fig. 5: Total expenditures for research and development as a percentage of GDP 

 
Source: data processed by the authors, https://ec.europa.eu/eurostat/data/database 

 

Romania has the last rank last in the European Union in terms of the share of research and development expenditure in 

GDP, according to a Eurostat report, based on data from 2019. Thus, in the case of Romania the share of research and 

development expenditure in GDP is only 0.48%, more than 4 times lower than the share at EU level. 

 

In the analysed period, we can observe a sinuous trend of the share of research and development expenditures in Romania's 

GDP, with a maximum in 2011, 2017 and 2018 (0.5% of GDP) and a minimum in 2014 (0.38% of GDP). In 2019, the 

share of research expenditures in the GDP of our country was 0.48%. 
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Table 2: Research and development expenses in Romania 

- Million euro - 

Year 

Total research 

and 

development 

expenses 

Research and 

development 

expenses in the 

entrepreneurial 

environment 

Research and 

development 

expenses in the 

government 

sector 

Research and 

development 

expenses in 

higher 

education 

Research and 

development 

expenses in the 

private non-

profit sector 

2009 555,887 223,365 194,044 137,516 0,962 

2010 572,971 219,548 210,672 140,384 2,367 

2011 657,411 236,969 267,643 150,317 2,482 

2012 644,211 251,034 263,553 127,069 2,554 

2013 557,769 171,014 274,58 109,971 2,204 

2014 575,12 238,41 247,045 87,531 2,134 

2015 782,142 344,146 299,223 136,435 2,338 

2016 818,444 451,684 272,241 92,62 1,899 

2017 944,906 535,923 305,736 100,513 2,734 

2018 1.024,77 608,123 313,885 100,499 2,263 

      Source: https://ec.europa.eu/eurostat/data/database 

 

From the data presented in the above table it can be observed that the level of expenditure for research is the highest in the 

business environment, followed by the government sector, higher education and the private non-profit sector. 

59,34%

30,63%

9,81% 0,22% Research and development expenses in the

entrepreneurial environment

Research and development expenses in the

government sector

Research and development expenses in

higher education

Research and development expenses in the

private non-profit sector

 
Fig. 6: Total research and development expenses in Romania 2018 

Source: data processed by the authors, https://ec.europa.eu/eurostat/data/database 

 

In 2018, the research and development expenditures in the entrepreneurial environment reached almost 60% of the total 

expenditures in this field in our country, and at the opposite pole are the research and development expenditures in the 

private non-profit sector, which does not even reach a percentage of total expenses. 

 

At national level, in the period 2014-2019 insufficient investments in RDI from government funds, not always correlated 

with structural funds, have produced few important transformations in the Romanian RDI ecosystem and determined a 

negative dynamic of scientific production, poor international researchers and Romanian research results visibility, reducing 

the number of young doctors and PhD students. The only positive effect was, to some extent, the improvement of RDI 

infrastructure, for which were used financial resources available from the structural funds. The existing data also indicate a 

very limited capacity for marketing and transfer to users (mainly the economic environment) of the Romanian research 

results and innovation. The level of entrepreneurship, especially of entrepreneurship based on innovation, is at a low level, 

well below the existing potential in Romania. The allocation of the national budget for RDI is significant below the targets 

assumed by national strategic documents as well as in relation to the EU average (MEC, 2020). 

 

Romania concludes the 2014-2020 cycle of public policies in the field of research, development and innovation (RDI), 

without having carried out an interim evaluation or an impact study. In the absence of a sufficient level of public funding 

for research and innovation for the period 2014-2020, the objectives related to competitiveness for research and innovation 

could not be achieved. Romania's participation in the Horizon 2020 Program (2014-2020) is modest, being comparable, in 

terms of amounts attracted, with that of Estonia, with 214.8 million euros attracted from the Horizon 2020 budget and 787 

signed contracts in which there are 1190 Romanian partners. This situation was mainly generated by the underfunding of 

research from public funds, but also by the difficulties in attracting private funds in research and innovation, and by the 

lack of sustained national policies to stimulate RDI activity. All these factors produced negative effects in the Romanian 

ecosystem of RDI and determined a regression regarding most of the indicators from the Statistical Data on European 
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Innovation (European Innovation Scoreboard 2020). Thus, Romania is currently on the last place in the European Union 

due to the reduction of the number of researchers by 4.6% compared to 2017, the investment of private companies in RDI 

activities by 51% compared to 2011, and the number of SMEs involved in the process. 42.5% compared to 2011. (MEC, 

2020). 

 

Conclusions 

 
The European and global context imposes on Romania the urgent need to increase the competitiveness of the economy. It 

is well known that the competitive advantage of an economy is no longer based on products or services, the presence of 

natural resources, or geographical or historical features. Competitive advantage can be obtained today through innovation, 

a highly skilled workforce and the widespread use of knowledge. 

 

Romania's economy is still largely under the effect of the industrial and agrarian era, which promotes products and services 

that today hardly cope with competition on international markets and even on the domestic market. For this reason, it is 

necessary to stimulate the development of knowledge-based industries and eliminate gaps with European countries through 

an innovation effort, the use of new information and communication technologies and the increase the level of population 

education on the new economy. Otherwise, Romania's position in the European Union will be characterized by major costs 

caused by the non-competitiveness of the economy. 

 

Stimulating the knowledge-based economy in our country is the main means to ensure the participation of the national 

economy on global markets, given that world product prices will continue to fall. For this reason, a dynamic balance must 

be struck between cost-based international competition (low wages, economic incentives, low value-added products and 

services, based on existing natural resources) and knowledge-based competition (highly skilled labour, research and 

innovation, design, high value-added products and services). 

 

The construction of the knowledge-based economy in Romania is still in an incipient phase, the dominant policies and 

programs being currently those specific to the precursor concept of information society. The strategic actions so far have 

been concretely focused on the development of communication infrastructures. There is still no remarkable progress on 

knowledge capital generation and human capital development. 

 

In the field of research and innovation, the main disadvantages identified are related to insufficient stimulation of the 

research offer; poor functioning of financing mechanisms; application and use of copyright; aging research staff; 

partnerships between research and companies; underfunding of research from public funds; difficulties in attracting private 

funds in research and innovation; the lack of sustained national policies to stimulate RDI activity. 

 

As a conclusion of the analysis, we consider that Romania is a modest innovator due to the following factors:  research and 

development under-funding, decrease in the number of researchers, the absence of a sufficient level of public funding, lack 

of incentive for support of R&D within private sector, the small number of innovative enterprises.  

 

Therefore, there is a need for a real reform of the national RDI system based on a transparent and impartial analysis of the 

factors that generated the decline of research and innovation in Romania and it is necessary:  increasing the flexibility and 

market orientation of applied research; systemic approach to the innovation process; building and streamlining the 

interfaces between research and industry in order to increase the innovative potential; implementation of programs for the 

development of the innovation culture. 

 

In order to stimulate research and innovation in Romania, we consider that the following actions could be undertaken: 

 

− favouring the internal creation of knowledge as well as by promoting innovative companies on the 

international market; 

− increasing state aid for innovation (at least in relative terms) and balancing supply-side policies with 

demand-side policies; 

− increasing the R&D expenditures, at least until the European average is reached, simultaneously with the 

increase of the efficient use of these funds; 

− encouraging the creation of structures that can mediate and facilitate the formation of interdisciplinary 

teams, such as research skills brokers, business research centers or centers for multiple users. 

Also, for the policy makers, we recommend the increasing of the applied research flexibility and market orientation, the 

systemic approach of the innovation process, building and streamlining the interfaces between research and industry in 

order to increase the innovative potential, implementing innovation culture development programs and encouraging capital 

development.  
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Abstract  

This paper investigates interactions, relationships, and networks in a fluctuating business landscape. The paper reflects on 
the aspects of the context of transformation and the researcher used a qualitative approach based on its ability to generate 
hypothesis and knowledge on the subject. A set of questions guided this research. The approach was chosen based on the 
need to gain insight into the phenomenon of interactions, relationships, and networks and their role in a fluctuating 
business landscape. The use of a literature review as a research methodology was considered to be essential based on the 
increased theoretical and practical contribution it has to the study. The use of secondary research entailed a summary, 
synthesis, and collation of existing research.  

The paper found that companies operating in the modern age are subjected to change in their interactions, relationships, 
and networks based on the need to achieve sustainability production. They have achieved this through their embracement 
of new operating norms and technologies. The drive to make the changes is influenced by the need for sustainable 
development, digitization, and circular economy. The shift has also been fuelled by the existence of tools and technologies 
that pressure companies’ adaptability to remain competitive. 

The research also found that success and failure of a business are dependent on its ability to respond to the changing 
external setting. The research is valuable to business that seek to understand interactions, relationships and networks in a 
changing business landscape. 

Keywords: Networks, Customer/Business Relationship Management, Information Technology, Changing Business 
Landscape, Globalisation. 

Introduction 

Interactions, relationships and networks are essential foundations of competitive advantage. They facilitate a combination 
of resources that are exceptional and tough to reproduce by the competition. The three aspects have a major implication for 
organizations that operate in B-2-B markets based on their need to establish tactics for collaboration with their consumers 
and suppliers in their business network (Oberg, 2019). The changing business setting and its impact on global marketing 
necessitates an assessment of interactive business networks from an IMP scope. Companies operating in the modern age 
have been forced to employ sustainable development strategies based on the influence they have on business activities and 
the ability of companies to combine and conceive resources. The existence of modern technologies and tools have required 
companies to change their operations to remain competitive.  

Research Objective 

The research paper will be focused on interactions, relationships and networks from a transformative context. It is based on 
qualitative case studies on business networks from the perspective of varying authors. The discussion facilitates managerial 
and theoretical insights on interactions, relationships and networks in a fluctuating business context.  

Research Questions 

The following research questions will guide the research: 

1. What are some of the internal and external changes that have influenced business relationships in the modern age? 

2. How have the internal and external changes impacted interactions, relationships and networks and how these 
changes affected management and business relationships? 

3. How do companies mobilize others to enact new ways of operating/new principles/new technologies (e.g., driven 
by sustainable development, circular economy, digitalization, artificial intelligence)? 

4. How are co-creation practices changing in an increasingly connected business context? 
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5. How do companies strengthen/modify their network relationships to strengthen their position/competitiveness? 

Theoretical Background 

This section will be aimed at facilitating a theoretical framework that will establish a common ground for the classification 
of research on interactions, relationships and networks.  

Interactions 

Interactions are crucial processes within a company that influence the overall strategy of the company (Ford and Mouzas, 
2008). Multiple interactions and interpretations by multiple organizations influence the outcomes of entities operating in a 
company. Interactions are crucial since they govern the conscious and unconscious relationships that occur between 
entities that influence the operations of a company. The positions and interdependencies of a company are considered to be 
as a result of the interactions that occur between them as opposed to the aims of one of them despite how powerful they 
may seem (Ford and Mouzas, 2008).  

Traditionally, businesses interacted through the phone (Koch and Windsperger, 2017). However, the rise of technology has 
influenced how modern businesses interact. The development of social media, websites and mobile apps have played a 
fundamental role in changing how businesses interact with their consumers, suppliers, and stakeholders. Technology has 
led to increased connectivity (Koch and Windsperger, 2017). The provision of services and products governs the changing 
business landscape in a fast and efficient manner. This has been facilitated by business connectivity. The modern business 
landscape is connected all through the year. Consequently, business connectivity has reinforced the idea that businesses 
must keep up with technology. The inability of a business to keep up with the technology subjects business to lose 
consumers to businesses that have embraced connectivity in their operations.  

Relationships 

Business relationships are aggregated and interconnected as business networks. As a result, companies are composed of 
direct and indirect business affiliations that pose a significant threat to companies concerning the effective and efficient 
management of complex networks. Companies operating in the modern age are subjected to establish strategies to mobilize 
their direct business relationships while exploiting the potentials in their indirect business relationships (Thornton et al., 
2013).  

Relationship management is a strategy that companies integrate to facilitate continuous engagement with their consumers. 
The strategy is aimed at creating a partnership between companies and their consumers as opposed to focusing on 
transactions. Businesses in the modern age are required to employ the strategy in a manner that entails the achievement of 
the consumer support for businesses and their services (Lipiäinen, 2015).  

In some cases, such relationship management roles are combined with HR and marketing roles. The modern consumer is 
more likely to associate with a company that responds to their needs. This is an essential competitive advantage that is 
capable of stimulating new sales (Olkkonen et al., 2010). Companies operating in the changing business landscape are 
reliant on customer relationship management tools. This is influenced by their ability to create firm relationships with 
consumers. CRM is a fundamental marketing tool that is also utilized alongside post-sales support programs (Lipiäinen, 
2015). Companies are required to engage in continuous marketing to retain their current consumers. This is influenced by 
the difficulty associated with the acquisition of new consumers.  

BRM is a crucial feature of relationships in business (Lipiäinen, 2015). Effective relationships with suppliers, distributors 
and other entities that influence a business are crucial in facilitating a competitive advantage. In this case, companies in the 
modern age employ BRM as a strategy based on the ability to achieve productive and positive relations between a business 
and its partners.  

Networks 

A business network is composed of developing structures of relations and interdependence among entities (Ford and 
Mouas, 2008). The structure of interdependencies and associations facilitates a dynamic context that influences a 
company’s operations. In this case, a business network is composed of indirectly and directly linked companies. The 
economic and social ties assist in understanding business connections (Gebert-Persson e al., 2014). The entity's liberty of 
choice and their aptitude to alter each other. 

According to Thornton et al., (2013) organizations across the globe are utilizing information systems and form virtual 
networks to engage in their daily operations. Information systems have also been adopted to interact with consumers and 
suppliers to facilitate organizations with a competitive advantage. The information systems collaborate with organizations 
in integrating their data, storage, and processing into meaningful data and distributing it to organizations in the correct 
format to facilitate decision making.  
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Literature Review 

Internal and External Changes influencing Business Relationships in the Modern Age 

External Changes 

Companies operating in the modern age have been subjected to increased growth and utilization of information technology 
(Thornton et al., 2013). The growth of IT has significantly influenced the nature of many jobs. It has also led to a major 
impact on relationships. IT continues to influence inter-company affiliations in a major way. Business relationships are 
continuous and complex. This is evident through the antecedents of business affiliation that are multifaceted. In this case, 
the companies operating in the modern age are required to ensure a power balance for them to remain positive when the 
entities are committing to the digitization process (Rachinger et al., 2018). Technology skills and employed technology are 
used to characterize business affiliations. The essence of linking technologies among business parties is crucial in reducing 
the technological distance. This acts as an antecedent for business affiliation digitization. It is noted that matching the 
technology between consumers and buyers can be achieved following intensive adaptations that can either be unilateral or 
reciprocal.  

Modern technology has altered business relationships by influencing how companies engage in their activities. It has led to 
a rise in the communication mediums that companies employ. The new communication processes have changed the 
interaction processes within the company (Olkkonen et al., 2010). New communication mediums are beneficial since they 
enhance communication and interaction between companies. However, they also subject communication to become de-
personalized, leading to an adverse influence on the interaction approach. 

Globalization also has a significant impact on business relationships in the modern age (Rachinger et al., 2018). The 
changing consumer expectations have played a fundamental role in influencing business relationships in the modern age. 
Consumer expectations have changed significantly due to the advancements in technology that have enhanced products 
and service delivery (Thornton et al., 2013). Companies in the modern age are focused on retaining their consumers as 
opposed to winning new ones. Consequently, suppliers are expected to meet the increasing expectations of the consumers. 
The essence of retaining consumers has led to a complicated interaction between organizations and their consumers to fight 
the risk of losing market share.  

Internal Changes 

One of the major internal changes that organizations are subjected to is the blurring boundaries between business functions. 
The traditional organization was composed of clearly set functions. However, these functions have reduced over the years. 
The modern company is composed of staff from varying departments that are engaged in the interaction process. 
Consequently, this tends to make relationships more complex. This is mainly because people from varying departments 
have conflicting agendas, experiences, and personalities (Thornton et al., 2013). This causes a greater potential for 
disagreement. These influences tend to influence interactions, relationships and networks in the new age. 

Internal and External changes Impact on Interactions, Relationships and Networks 

The IT revolution  

The IT Revolution has influenced the digitization of staff. Companies in the modern age are forced to make decisions on 
the technologies to apply and when to apply them. Digitization has played a significant role as a driver for change in the 
business world since they create new knowledges that are founded on the internet with societal inferences (Koch and 
Windsperger, 2017). The IT revolution has led to a digital transformation.  

The digital and physical globe are converging at an increasing rate and necessitate the need to operate hand-in-hand to 
ensure that businesses become digital (Bouwman, et al., 2018). This has been achieved through the IOT and Services into 
the overall industrial process. This is essential since it enhances value through the analysis and management of data that 
become an essential competitive advantage. The incorporation of digital technology in business alters their very nature and 
has major consequences on the overall production, design, distribution, and use.  

E-commerce  

The success and failure of a business are dependent on its ability to respond to the changing external setting (Alzahrani, 
2019). The growth of e-commerce has altered the business landscape. This is evident through the rise of the internet that 
has subjected businesses to adapt and embrace e-business and e-commerce in their operations. The adaptation of the 
strategies is considered a crucial aspect that determines the competitive nature and success of a business.  

The rise of e-commerce has changed the interactions, relationships and networks of business (Alzahrani, 2019). This is 
because organizations in the past were product oriented. However, they have grown to become customer-centric. The 
modern organization is required to have a clear understanding of their needs, their preferences and purchasing behaviour. 
Such an understanding of e-commerce requires organizations to re-invent their business model and ensure that technology 
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is the key driver and differentiator. Organizations operating in the modern age are required to elevate themselves and 
change their business operations to connect the varying business processes from the components of a business chain. E-
commerce has altered interactions and networks through the shift in marketing strategies. Additionally, companies are 
required to revise their pricing strategies. E-commerce has altered business operations (Alzahrani, 2019). This is based on 
the automation of business operations, such as marketing and inventory management.  

Internal and External changes Effect on Management 

Changes in interactions, affiliations and networks have led to a significant change in managers' behaviours and attitudes. 
These have occurred through a change in relationship management, flexibility, information sharing, marketing orientation, 
the strength of R&D, and closeness to the consumer. The modern consumer is exposed to multiple options concerning 
products and services. As a result, managers are subject to operate in a highly competitive environment (Alzahrani, 2019). 
Managers are also expected to increase their focus on customer service.  This is crucial since the businesses can offer a 
personalized experience.  

Internal and External changes influence on Business Relationships 

Business relationships have been altered by the internal and external changes due to the change like relationships. 
Managers operating in the modern age are expected to be increasingly flexible to enhance their ability to cope with the 
increasing relationships that are caused by blurring organizational roles. Additionally, managers in the modern age are 
bound to spend a significant amount of their time managing the complex relationships and consumer orientation of the staff 
as opposed to the traditional buyer and supplier mediums.  

Internal and external changes have altered the tasks of management. This is based on the fact that success in relationship 
management has grown to become a crucial managerial task that is linked to the success of a company. As a result, 
managers operating in the modern age are expected to enhance their understanding of the building blocks of their crucial 
networks and relationships have on the overall operations of the company.  

Companies Strategies to alter Interactions, Affiliations and Networks to embrace new ways of 

Operating 

Companies operating in the modern age have been subjected to alter their interactions, relationships, and networks based 
on the need to change how they operate. The changes made are aimed at equipping the companies with the capability to 
shift quickly and adapt to the changing market circumstances. The incorporation of digital technology has been 
fundamental in enabling companies to alter their operations. Digitization is essential since it alters the nature of the 
process, the creation of value, and the competitive environment of an organization.  

Companies operating in the modern age are focused on changing their interactions, relationships, and networks to embrace 
new operating norms and technologies (Thornton et al., 2013). The drive is mainly influenced by the need for sustainable 
development, digitization, and circular economy. Business relationships and marketing are a crucial focus for companies. 
Managers in the modern age are investing in gaining an enhanced understanding of IT use in business relationships. This is 
based on the understanding that IT is capable of enhancing competitive advantage and acts as a strategy to cut on costs that 
are associated with traditional business affiliations.  

Digitization has influenced the relationships between consumers and businesses (Rachinger et al., 2018). This has been 
achieved through the redefinition of codes that have, in turn, modified consumer behaviors. The growth and development 
of digitization have led to digital tools that influence how companies engage in their operations. Hence, companies in the 
modern age are reliant on CRM, business resource planning, business application amalgamation, and SCM web services 
and software systems. These applications and tools have played a fundamental role in enabling business processes and 
establishing new business contexts for organizations to operate.  

Companies operating in the modern age have been subjected to combine their digital and physical channels in a bid to 
enhance their B2C relationships. Companies are subjected to deal with the increasingly complicated databases based on the 
nature of the information collected. On the other hand, consumers are overstimulated as they seek for more personalized 
and unique experiences from businesses. The modern consumer interacts with a business through its offline and online 
channels. Hence, the adaption of an omnichannel strategy is not an alternative for businesses operating in the modern age 
(Rachinger et al., 2018). It is a growing necessity that companies are subjected to face to deliver value to the consumer's 
shopping experience and gain an increased market share.  

Implementation of the new Operation strategies  

Rachinger et al., (2018) note that businesses can only become successful when they adapt to their environment. The 
continuing transitions of economies that are influenced by the growing embeddedness of digital technologies have led to a 
major shift in the market and technological drivers that influence the operations of a company. It is noted that people have 
their ways of engaging in activities (Ratajczak-Mrozek, 2017). Therefore, it is crucial to influence willingness among the 
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entities to their ways of conducting business. This is influenced by the internal strategies that a business adapts. Internal 
reward strategies are also essential in influencing the attitude of the affected entities towards the over digitization solutions. 

New operation strategies are also implemented by ensuring a fit between technologies, processes, and corporate strategies 
that speed up the digitization process. This also ensures that the concerned parties arrive at a common vision for a digital 
future with ease. A company must ensure that the alignment between the resources, adoption, and processes with corporate 
strategies. This is capable of facilitating digitization.  

Co-creation Practices Changes in a Connected Business Context and Influence of Roles at the 

Interface 

Consumers in the changing business landscape are active participants in the establishment of experiences, services and 
products through value co-creation. Consumer participation is achieved through contribution stages that facilitate 
companies with technological and human resources and tools. This allows them to benefit from the participation 
involvements from the value creators (Hein et al., 2019). The consumers are able to exercise their duties as co-creators by 
providing input over various communication channels such as technological platforms.  

The establishment of economic value has shifted significantly over the past decade from the contributions of individual 
firms to the integration of consumer knowledge in the development of products to the co-creation of value in a complicated 
service ecology (Hein et al., 2019). The growth and development of ICT have played a fundamental role in enabling 
consumers to be more aware, knowledgeable, and enhanced their adaptability to interactive virtual settings that personalize 
and shape services and products. The ability to value co-creation mediums promotes a new-service logic that is beyond the 
operational beliefs of traditional marketing segmentation strategies. The new domain marketing logic allows companies to 
address larger heterogeneous markets that are aimed at an enhanced fit among the consumer needs and what an 
organization offers (Tanev et al, 2011). It is based on a renewed vision of the dynamics and topology of the whole value 
creation system. This is inclusive of a shift from focusing on customers to focusing on co-creators of value. It also entails a 
change from focusing on value channels to focusing on value networks. The vision also influences a shift from simple 
competition to complicated co-opetition and from focusing on the individual company strategy to reflecting on strategy in 
regards to the whole value eco-system (Tanev et al, 2011). Such a vision is considered to be crucial in promoting an 
enhanced knowledge of the consumer-focused strategies of the old value network idea that was people-driven.  

Co-creation practices are changing in an increasingly linked business context based on their influence on the engagement 
and affiliation between companies, their staff, their consumers, partners, and stakeholders (Tanev et al, 2011). The change 
poses a significant influence on the management of innovations through the promotion of a vision that depicts on 
innovation. The move beyond value creation in firms and companies have integrated partners, stakeholders, and consumers 
in a mutual value co-creation process.  

The co-creation of value in business can be established through four building blocks. This is achievable through dialogue 
at all stages of the value chain that encourages knowledge sharing. Dialogue also enhances understanding among 
companies and their consumers. It provides the consumers with the opportunity to implement their understanding of value. 
Dialogue is an essential process that entails the creation of shared meaning. The article by Prahalad and Ramaswamy 
(2002) notes that dialogue enables companies to have an increased understanding of the social, emotional and cultural 
contexts that influence consumer experiences that knowledge companies can utilize to innovate.  

Access is an essential strategy that leads to co-creation by enabling consumers to access products and services without 
ownership. The linking of dialogue and access is essential and offers immense benefits of a company. Co-creation of value 
is also achieved through risk reduction. Prahalad and Ramaswamy (2002) note that the increasing involvement of 
consumers in co-creating experiences enhances their willingness to take up additional responsibilities for the management 
of risk exposure. This is achieved since companies are more willing to reveal additional data regarding the risks linked 
with services and products that they produce. Co-creation is also achievable through transparency. The modern consumer 
demands for increased transparency through financial disclosure. However, transparency is essential for consumers of 
services and goods since it enables them to become co-creators. Prahalad and Ramaswamy (2002) note that companies that 
make their vital business processes visible to consumers enables them to relinquish their control of the value creation 
process (Rachinger et al., 2018).  

Network Relationships Modification to enhance Competitiveness 

Network relationships are crucial aspects that facilitate the connections between all entities in a business Network 
relationship are composed of a long list of consumers, employees, suppliers, and stakeholders (Oberg 2019). Essentially, 
network relationships are composed of internal or external connections to business. Businesses operating in the modern age 
are dependent on the establishment and maintenance of crucial relations with staff, stakeholders, suppliers, and consumers. 
Businesses that cultivate and maintain their connections are found to be more successful when likened to those that ignore 
the role of network relationships. Network relationships are crucial in promoting consumer retention, consumer awareness, 
and collaboration among businesses within the supply chain.  
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Companies in the modern business landscape are modifying their network relationships by building on aspects of loyalty, 
trust, and communication (Hakanen et al., 2016). Network relationships are dependent on trust based on its ability to foster 
staff cooperation, satisfaction, motivation, and innovation (Koch and Windsperger, 2017). These are considered to be 
crucial elements in facilitating business with a competitive advantage. Loyalty is a crucial aspect that enables businesses to 
establish strong and long-lasting relationships with their internal and external entities.  

A network relationship is needed to facilitate high consumer satisfaction and is capable of leading to enhanced sales 
(Oberg, 2019). This is based on the belief that consumers tend to purchase more for services and products in companies 
that they held to high regard. Communication is also depicted as a crucial aspect based on its ability to optimize and 
manage the external and internal business operations. As a result, companies in the modern business landscape are working 
towards the provision of effective communication protocols across all the stages of a company. Enhanced communication 
is beneficial in providing companies with enhances business relations that facilitate a competitive advantage. From a 
network-based view, companies employ digital technology in their operations to realize a competitive gain. This is 
achieved through the active shaping of the digital setting and the co-creation of value in the interconnected digital setting.  

Research Methodology 

The research study was explorative. It employed secondary research that entailed the review of the available literature. The 
approach was chosen based on the need to gain insight into the phenomenon the research was focused on and their role in a 
shifting business landscape. The choice of the research design was selected founded on the current knowledge of the topic.  

The research paper employed secondary research in the form of a systematic literature review as the research methodology. 
This was considered to be essential based on the ability to establish empirical evidence that fits into the pre-specific 
research questions (Snyder, 2019). Employing systematic methods was considered to be essential in eliminating any case 
of bias and facilitates reliable results from which conclusions can be established and decisions made.  

Data Collection 

The use of secondary research entailed a summary, synthesis, and collation of existing research. The paper relied on 
journal articles on the interactions, relationships, and networks. All the articles were selected based on their ability to 
facilitate new insight regarding the phenomenon and the varying perspectives.  

Data Analysis  

Content analysis was utilised to evaluate the data. All the literature sources that were utilised served as an essential 
foundation for the data analysis in a content analysis context. The data analysis process entailed summarizing techniques 
and organizing qualitative content analysis. The subsequent phases were taken in the data analysis procedure; 

1. Creation of provisional coding scheme based on the theoretical considerations.  

2. The unit of analysis of the literature sources utilized was based on the research queries. This was essential in 
establishing the relevant statements on connections, affiliations, and networks in a changing business landscape.  

3. Inductive coding of the data gathered was conducted. In this case, the coding units selected were interactions, 
relationships, and networks that acted as the key variables for the research. The category system was refined.  

4. The data collected from the research questions were analysed and the empirical results were aligned with the 
theoretical considerations.  

The data utilized for the research were checked for validity and reliability to ensure enhanced results. From a principle 
perspective, the research can be replicated since the data gathering process was stated, and the research questions were 
effectively organized.   

Findings 

The research established that external changes in the form of globalization, information technology, the changing nature of 
the industry, and the changing consumer expectations have significantly influenced business affiliations in the modern age. 
Companies operating in the modern age have are employing varying strategies to experience increased growth such as the 
utilization of IT. This is an indication that modern technology has altered business relationships by influencing how 
companies engage in their activities.  

Additional external effects are evident through the altering consumer expectations that have played a fundamental role in 
influencing business relationships in the modern age. These changes have been facilitated by the advancements in 
technology that have enhanced products and service delivery.  

Modern organizations are subjected to blurring boundaries between business functions that are influenced by their adoption 
of IT solutions in their operations. As a result, the internal landscape is impacted through the digital and physical 
convergence that necessitate modern businesses to operate hand-in-hand to become digital. The rise of e-commerce has 
changed the interactions, relationships, and networks of business. The research established that it is crucial for 
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organizations operating in the modern age are required to elevate themselves and change their business operations to 
connect the varying business processes from the components of a business chain.  

Companies in the modern business landscape are modifying their network relationships by building on aspects of loyalty, 
trust, and communication (Hakanen et al., 2016). A network relationship is needed to facilitate high consumer satisfaction 
and is capable of leading to enhanced sales. Kang and Na (2018) note that a productive network is crucial since it 
minimized costs, conflicts and maintains social commitment. 

Value co-creation is growing marketing, business, and innovation paradigm that defines how customers can be intricate as 
active members in the strategy and growth of service, experiences, and products. Business in the modern age operate in a 
networked setting that allows them to interact continuously with their stakeholders.  

IT has led to increased opportunities for companies to offer their products and services in a cost-effective and faster 
manner. The modern tools and technologies have altered pricing strategies by ensuring that price is not determined by a 
company as consumer roles increase.   

The research established that facilitating data, resources, tools, processes, and assets access at varying points of the value 
network facilitate businesses with advanced strategies about new services and products. It also facilitates new business 
prospects and established new probable marketplaces. The modern consumer is a co-creator of value (Tanev et al., 2011). 
Consequently, these subjects them to increased risk and demand for data regarding the potential risks that are linked with 
the manufacturing, delivery, design, and consumption of services and products.  

The strategies are crucial since they facilitate business with immense opportunities for competitive differentiation. 
Companies also achieve this through transparency that establishes trust among organizations and persons. It facilitates an 
original dialogue that builds trust.  

Companies are capable of making adjustments to thrive in a globe where their value is co-created in experiences. The 
literature review established that businesses that make the crucial business procedure data accessible to their customers 
hand over a part of their value creation process. It is essential for companies operating in the changing landscape to 
empower their consumers with such control since it acts as a fundamental part of their consumer relationship management 
and differentiation strategies.  

Conclusion 

The research established that companies operating in the modern age have been subjected to alter their interactions, 
relationships, and networks based on the need to change how they operate. They have achieved this through their 
embracement of new operating norms and technologies. The drive to make the changes is influenced by the need for 
sustainable development, digitization, and circular economy. The research also found that success and failure of a business 
are dependent on its ability to respond to the changing external setting.  
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Abstract 

 
Despite extensive studies on relevant recognition of song, automatic description of the specific field of sounds of nature still 

needs an intensive research. This publication presents methods of recognition of different species of birds by spectral features 

obtained from "bird speech". For the improvement of automatic recognition a subband intensity histogram has been used. 

Values extracted from the histogram spectrum of sound signals form the feature vector for sound classification in an audio 

surveillance application. The results presented here are a continuation of the research on this subject, however, for the first 

time histogram has been used for the assessment of the efficiency of the objects of classification. The effectiveness of 

recognition has been verified by standard algorithms classification provided by WEKA system. The analysed sounds of birds 

come from 10 different species of birds: Corn Crake, Hawk, Blackbird, Cuckoo, Lesser Whitethroat, Chiffchaff, Eurasian 

Pygmy Owl, Meadow Pipit, House Sparrow and Firecrest.  

 

Keywords MPEG 7, audio descriptors, bird species, histogram, sound classification, sound recognition. 

 

Introduction 

 
Automated and semi-automated sound pattern recognition constitutes topic of high importance within many areas of sciences 

[27][28][29] in particular in medical sciences [30][31]. Current knowledge concerning mechanisms of human learning and 

recognition of sound sequences (including speech) is still limited [1]. Speech and birdsong are learned behaviour [2]. 

Language is human specified, but its acquisition and development involve cognitive capacities which may be similar to these 

observed in other species [3]. Learning to recognize complex sensory signals such as speech or birdsong describes the way 

of their conscious and non-conscious representation [4]. Top-down information is used to learn the sound category of the 

language in infants. Neural correlates of encoding of the speech-associated stimulus allow for split a speech stream into 

syllabic units. Further identification and categorization of phonemes in speech requires two-dimensional processing of the 

acoustic signal: spectral and temporal [5]. Scientists know how basic acoustic features are mapped in the brain. But multiple 

sound components should be integrated over time and recognized [6]. Thus true may be an assumption that similar 

mechanism may be underlying species-specific vocalization within songbirds [7]. We are aware that me.g. speech and music 

are not equally important. They may share many acoustic cues and features, but there may be also many differrent such as 

harmonic pitch (not important for speech). Spectral patterns and pitch may show more similarities, both concerning their 

development and relationship between birdsong and human speech [8]. Aforementioned research may help fill the gap 

between demonstrated linguistic knowledge and ability to induct this knowledge [9]. Statistical learning may play key role 

in encoding the sequential features of complex sounds [7]. 

 

The purpose of this study is to explore the efficiency of features of bird sounds for automatic recognition of bird species by 

their sounds. In profound sense acoustic features are based on the physical, acoustic model of speech production or the 

perceptual model of the human auditory system. Birdsong having distinct frequency and temporal variations will characterise 

itself by subtle features - even very difficult to hear by human ear. Automatic recognition of elements of surrounding sounds 

is of significant, practical importance, from safety aspects, through aesthetic, to ecological. However, since recognizing the 

sources of all surrounding voices is hardly possible, the selected aspects will be the subject of present research. Bird twitter 

is usually considered to be composed of calls and songs which consist of a single syllable or a series of them. Some birds 

produce sounds of a noisy broadband character, but most produce a tonal sound, which may consist of a pure tone frequency, 

several harmonics of the fundamental frequency, or several non-harmonically related frequencies [10]. It is possible to index 
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the time and frequency domain by sound descriptors. Nevertheless, time descriptors are sensitive to articulation. Frequency 

descriptors are more efficient for automatic classification because they are not dependent on articulation. Moving Picture 

Experts Group proposed the MPEG-7 standard, named "Multimedia Content Description Interface" which defines universal 

mechanisms for the extracting descriptors that can be useful for recognition of source sound. Generally descriptors are 

defined on the basis of the analysis of digital signals and index of their most important factors. It is a basic tool for the 

algorithmization of classification of different kinds of sounds. For the audio standard descriptors and description schemes 

that can be divided into two classes [11]. The study was focused on frequency domain analysis by histogram method. This 

method will provide an alternative to MPEG7 classic descriptors and approach the analysis of sound signal. During the study, 

features of sound’s vector were found, which enabled the description of the source of the sound signal. All these features 

were obtained from the histogram of the frequency domain. The previous papers (connected with the analysis of the sounds 

of nature) showed the efficacy of the recognition of objects by their sounds, where MPEG 7 descriptor has been used [12,13]. 

The results of the study for describing the species of birds by "bird speech " could be used for the development of information 

systems - especially locating systems of the endangered bird species. This results indicate that frequency domain analysis 

using histogram method  deliver high level of automatic recognition of birds’ species. 
 

Sound description using MPEG-7 

 
Descriptors of sound should enable the recognition of classes of objects being the source of these sounds. Sound features 

included in MPEG-7 Audio are based on the research performed so far in this field and comprise technologies for sound 

description (sound, in the widest sense). The audio description framework in MPEG-7 includes 17 temporal and spectral 

descriptors divided into the following groups [14, 15]:  

 

- Generic low-level tools - dedicated to the standard as the audio description framework which has been applied to any 

audio signal and included the scalable series, low-level descriptors (LLDs) and the unformed silence segment.  

- Application specific tools - can restrict their application domain as a means to afford more descriptive power and 

include general sound recognition and indexing tools and description tools.  

 

The descriptors are applied to short frames of the signal and are either scalars or vectors per frame. Aggregation of 

descriptions of several frames to a description of an entire media object is not a normative part of the MPEG-7 standard. 

Some LLDs (TimbralSpectraldescriptors) support a single-valued summarization for entire media objects. For other LLDs 

the standard proposes mathematical operations, such as minimum, maximum, mean, and variance for summarization. The 

MPEG-7 Audio LLDs are organized in the six groups listed below [16]. 
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Table 1: The low-level MPEG-7 audio descriptors 

 

 

 

 

 

 

 

 

 

 

 

 

Another approach which has achieved some popularity over the last years is based on the creation of a periodicity 

representation and the subsequent extraction of features is histogram approach for the analysis of sound. In literature we can 

find a large number of works using developing techniques such as histogram, useful for describing physical features of sound 

(including sounds of nature). During the study the author extracted the histogram features from the short time Fourier 

transform spectrogram image of sound signals, which has been referred as the spectral histogram feature. 

 

Own Research 

 
This section presents a method for the detection of features of bird sounds at the spectral area. During the study a set of bird's 

twitter containing 550 sound samples from 10 classes of different bird species was analysed. For the parameterization of the 

frequency domain state window length was proposed. It was applied for all the samples - for all classes of birds. State window 

length is the fragment of the signal (in time domain) taken at the same point of time. State window length contains a set 

amount of samples [17]. The beginning of this window was taken when the level of 10 % of maximal value of amplitude 

was reached. It was assumed that the earlier part of the signal contains noise or unimportant information (for example, the 

knock on the microphone etc.). The length of the window is determined by the resolution of the spectrum, according to the 

following equation: 

 
where:  

 

fr is the spectrum resolution  

fs - sampling frequency (44100 Hz)  

n - number of samples. 

 

Group Low-level descriptor Abbreviation 

Basic Audio Waveform 

Audio Power 

AW 

AP 

Basic 

Spectral 

AudioSpectrum 

Envelope 

AudioSpectrum 

Centroid 

AudioSpectrum 

Spread 

AudioSpectrum 

Flatness 

ASE 

 

ASC 

 

ASS 

 

ASF 

Spectral 

Basis 

AudioSpectrum 

Basis 

AudioSpectrum 

Projection 

ASB 

ASP 

Signal 

Parameters 

AudioHarmonicity 

AudioFundamental 

Frequency 

AH 

AFF 

Timbral 

Temporal 

LogAttackTime 

TemporalCentroid 

LAT 

TC 

Timbral 

Spectral 

SpectralCentroid 

HarmonicSpectral 

Centroid 

HarmonicSpectral 

Deviation 

HarmonicSpectral 

Spread 

HarmonicSpectral 

Variation 

SC 

HSC 

 

HSD 

 

HSS 

 

HSV 
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During those study fr equal to 10Hz was assumed. It yields that the number of samples which were used in the analysis 

equalled 4410. If testing sound is shorter than the length of the window (n=4410), then the absent values should be 

supplemented with zeros until n=4410. In the next step of the study a selected part of the signal has been factorized to five, 

equal frame-based pieces. Next, each of these fragments of signals in time domain were treated with DFT. Moreover, 

Blackman window was used for the analysis and each spectrum was normalized. In the end we obtained five normalized 

spectrums from each channel of one stereo sound of "bird speech". Next, we extracted five range histograms from each part 

of the spectrum. During the next steps of the study quantity in each range of histogram between each species of birds was 

compared. This procedure allowed to receive 25 features of each bird twitter. This concept of research (step-by-step) is 

shown below in Figures 1 and 2. 

 

 
 

Figure 1: Song of Corn Crake and selected part of signal destined for next analyse. Marked 

five equal ranges for DFT transform. 
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Figure 2 : Song of Corn Crake - frequency domain and their histograms. 

 

 

Results of the analysis of WEKA system 

 
The purpose of the research was to find effective vector of features which enables automatic classification of the sound of a 

bird. During the research, WEKA system was used. Weka is a collection of machine learning algorithms for data mining 

tasks. This software contains tools for data pre-processing, classification, regression, clustering, association rules, and 

visualization. It is the product of the University of Waikato (New Zealand) and was first implemented in its modern form in 

1997. It uses the GNU General Public License (GPL). The software is written in the Java language and contains a GUI for 

interacting with data files and producing visual results (think tables and curves). It also has a general API, so you can embed 

WEKA, like any other library, in your own applications to such things as automated server-side data-mining tasks [18] . For 

this study cross-validation method with algorithms k-Nearest Neighbors, Random forest, JRip was used. The results of the 

classification of 10 species of birds are presented in detail in the figures below. Vector of features with 25 descriptors was 

applied. Figure 3 shows the results of the study for JRip rule. In this case cross-validation method equal 10 was used. General 

recognition for 10 classes of birds equal 82,55% was reached. In this error matrix we did not achieve results of individual 

recognitions equal 100% for any bird. The best individual result was 98% for Corn Crake. 

 

 
 

Figure 3: Error matrix for classification. Used JRip, cross-validation method  

(k=10). General recognition is 82,55%. 
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Figure 4 presents the results of the study for the decision table. In this step general recognition 71,1% was reached. It was 

the worst result in general and individual recognitions. We can see that two birds reached only about 50% of individual 

recognitions (Blackbird – 51%, Firecrest – 56%). Figures 5 and 6 show the best results of classification (over 90% general 

recognition). The matrix error no 5 shows the classification by K-NN classifier. In this matrix we can see three 100% answers 

(Hawk, Lesser Whitethroat, Eurasian Pygmy Owl ) and four more than 90 % (Corn Crake – 98%, Cuckoo – 96%, Chiffchaff 

– 93%, Meadow Pipit – 93%). Figure 6 presents the result of classification for Random Forest. This research brings the best 

result of general recognition (94%) for 10 species of birds (for 25 descriptors). In this case only two results are below 90% 

of individual recognitions (Blackbird – 85%, Meadow Pipit – 89%). Others species of birds reached more than 90 %, 

including two cases of 100% (Lesser Whitethroat, Eurasian Pygmy Owl).  

 

 
 

Figure 4: Error matrix for classification. Used decision table, cross-validation method  

(k=10). General recognition 71,1%. 

 

 
 

Figure 5: Error matrix for classification. Used K-NN, cross-validation method  

(k=10). General recognition 93,1% 
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Figure 6: Error matrix for classication. Random Forest, cross-validation method  

(k=10). General recognition 94% 

 

Discussion 

 
There are scarce studies concerning microscopic level (neuronal level) of speech recognition. Animal modela, such as 

birdsong analysis, may significantly improve aforementioned situation. Some problems are similar:  how to gather, learn, 

decode and interprete complex auditory input. Yildiz et al. presented novel speaker-independent human sound learning and 

recognition Bayesian model with an emphasis on speech and hierarchy of nonlinear dynamical systems [1]. Humans use 

more complex acoustic sequences for communication, of course. Bregman et al. showed that melody recognition generalizes 

even in the absence of pitch key are preserved spectral shapes of the constituent tones [19]. Language experience changes 

during development. Infants alters phonemes categorization - they distinguish the phonemes in all languages but by 10 

months show greater sensitivity to native language phonemes. Comins et al. showed that non-human species also use higher-

level pattern learning to enhance categorization of the natural communication sounds. Thus phonemic category learning is 

not unique to humans or language [3]. Despite complexity, starlings uses series of complex, stereotyped motifs. Perceptual 

learning accompanied by plasticity in secondary auditory areas, is involved. Moreover representations of motifs are enhanced 

when starlings learn to recognize songs [4]. Studies of the mechanisms within bird auditory system governing perception 

and cognition of natural stimuli (such as song) require also deeper understanding of the memorizing large sets of song 

elements (motifs) and translation of adequate representations into behavior. Moreover tuning and strength of high-level 

auditory object representations may be shaped by each animal's unique experience [20]. Similarly to humans social 

interactions with adult birds are crucial. Young songbirds developing without direct contacts with adult birds may produce 

abnormal features including phonological and syntactical deficits (abnormal development of communicative skills) [21]. 

Song learning itself constitutes complex phenomenon covering development of species-specific vocalisations, organisation 

of these vocalisations and their contextual use [2]. There is many complex mechanisms involved. Role of neuromodulators 

within the mesolimbic reward system during auditory responses to vocalizations was described by Maney [22]. Feedback-

dependent imitation of sounds to produce own vocalizations was deeper studied by Prather [23]. Multidisciplinary approach 

integrating molecular, anatomical, physiological and behavioral methodologies was described by Mello et al. [24]. Key 

problem may be learning the sound system of the native language driven by use of cross-modal associations inherent in 

social contexts [9]. Phonematic identity requires deriving of voice onset time (VOT) and place of articulation (POA) to 

determine phonemic identity (or lack of identity) [5]. Infants may be are unaware of variation within phonetic categories 

while showing excellent sensitivity to speech sounds: perceptual systems show special tuning to native language contrasts 

[25]. Moreover conspecific vocalizations (CVs), observed in humans, non-human primates, rodents, other mammals and 

birds, may acquire distinct neural representation they are important to listeners [26]. Also streams of sound with sequential 

regularities may be very complex:  it is lateralized - discrimination of nonadjacent patterns is stronger in the right hemisphere. 

Thus auditory information should be received serially over time, and recognition of complex auditory objects may depend 

on many factors, including  type of process of creating and differentiating representations of recently heard sounds [6]. 

 

Main limitation of the study was lack of possibility to compare our results to outcomes of the other method of analysis and 

pure experimental results.. Thus we intend to continue our research base on more sophisticated and advanced computational 

methods, including fuzzy approach and deep neural networks. During the study we focused on selected birds. Further 

development and adjustment of our tools may allow to extend this spectre, including human infants. Aforementioned 

approach may significantly increase insight into many mechanism, both physiological such as imitation of sounds, 

interpretation of knowledge from sounds, and pathological such as echolalia in children with austism spectrum disorders. 
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Such innovative approach requires development of the tool itself. Quicked processing, close to the real-time, may increase 

our abilities to create computational models of language learning. Also brain function imaging such as EEG-fMRI or 

EEG/MEG sources localization may support our further efforts. 

 

Summary  
 

The results of the study clearly show that the analysis of frequency domain by their histograms brings very good solution for 

automatic recognition of bird species by their chirping. We have to take notice that above results of classification are very 

satisfactory - the more, that 10 similar classes of objects have been analysed. The best results were reached by Random 

Forest including 25 descriptors for describing the spectrum of the sound. Other results of classification were over 80% - with 

the exception of K-NN. Moreover, in five cases 100% of individual recognitions have been reached and in thirteen cases 

more than 90%. It means that the type of approaches ( analysis of histogram) is promising. In this paper all the descriptors 

were obtained from frequency domain. These descriptors are not sensitive to articulation. In the past the author of this papier 

studied bird species by their chirping, used descriptors defining by MPEG-7 standard (like irregularity of spectrum, 

brightness, log attack time etc.) but the results were worse than these published in this paper [9]. Investigative report can 

show that histogram approaches (for indexing bird species by their chirping) provide very good results for classification of 

the bird by its twitter. Further studies are needed to develop proposed method. 
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Abstract 

Students’ participation in research projects contributes significantly to the quality of education at universities by increasing 

students' soft and hard skills and hence - their attractiveness on the labour market, ameliorating final theses, and allows to 

select the most talented students who should be encouraged to continue education at doctoral studies. The aim of the 

present study was to assess students’ participation (undergraduates, master, PhD) in research projects as a path influencing 

further formation and improving education quality. The study was approached by students, graduates and academic 

teachers from two faculties of Wroclaw University of Environmental and Life Sciences. The obtained results indicate a low 

participation of students in research projects. Whereas, high number of those students who took part in such projects 

significantly perfected many soft and hard skills, participated in scientific conferences, were author/co-author of 

publications, established contacts with industry, as well as with academic teachers and gained professional experience. 

Moreover, participation in research projects had an impact on final theses achievement and on decisions making by 

students concerning their further education path. However, it does not influence student mobility and participation in 

scientific internships. In the light of the obtained results it is suggested that more effective information campaigns should 

be conducted among students and new policies and standards of research-based teaching (i.e. Good Practice of Students 

Scientific Path and Good Practice of the Research Team) should be implemented to improve the quality of education and 

increase the competitiveness of the University among other science universities. 

Keywords: University, Education Quality, Research Projects, Students. 

Introduction 

One of the missions of universities is to care for quality of education. Therefore, at the internal level universities 

implement systems of quality assurance, which monitor and support continuous improvement of education methods. In 

addition, universities analyse graduate careers in order to adjust the educational programs to labour market needs (Ulewicz, 

2013). 

 

In the Standards and Guidelines for Quality Assurance in the European Higher Education Area (ESG 2015) "quality" is 

mainly defined as the result of interaction between teachers, students and the learning environment. Assuring the quality of 

education should create an environment in which program content, learning opportunities and facilities are appropriate to 

achieve this goal. Higher education in its activities has many priorities, including: caring for future students' careers on the 

labour market, supporting students' personal development, creating an advanced knowledge base, and stimulating research 

and innovation (ESG 2015). The number of researches conducted in the global comparative quality assessment of 

universities becomes more and more a key criterion (Marginson and van der Wende 2007; Magi and Beerkens 2015). 

Moreover, it has been shown that the participation of students in research connected teaching significantly contributes to 

their development (Brew 2010). 

 

Students’ participation in research projects contributes significantly to the education quality improvement in many areas 

through, among others, acquiring theoretical knowledge as well as practical, organizational and interpersonal skills. In 
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addition, such activities have a positive impact on the excellence of final theses and increase students mobility 

(conferences, internships in partner units of the project). Satisfactory effects can also be seen in students' competences as 

future graduates, thus positively affects their attractiveness on the labour market. These skills are also indicated by Bakhshi 

et al (2017) in their report about competences of the future, seen as crucial on the labour market in year 2030. Additionally, 

students’ participation in research projects allows to universities select to the most talented among them, who should be 

encouraged to continue their education at doctoral studies. 
 

Presently, Wroclaw University of Environmental and Life Sciences is undergoing a transformation from teaching oriented 

university into research oriented university. Education programs are modified in terms to become more research-based 

learning. The University also strives for stronger integration with business environment in the economic region of the 

University's influence. The aim of the present study was to assess students' participation (undergraduate, master, PhD) and 

graduates in research projects carried out at Wroclaw University of Environmental and Life Sciences as a path influencing 

their further formation and improving education quality. 

Methodology 

The study was carried out at two selected faculties of Wroclaw University of Environmental and Life Sciences using 

Computer-Assisted Web Interview (CAWI) method. Original questionnaires were uploaded on the Google Forms platform. 

To all respondents (n = 1 496) a link to the questionnaire form was sent via e-mail, asking to complete it online within 7 

days of receiving the message. 

Study Population 

Education at Wroclaw University of Environmental and Life Sciences is based on a three-level system: undergraduates, 

master and PhD studies. A master’s degree is one of the requirements for admission to PhD studies. The survey was 

conducted on five groups of the respondents. The questionnaire was addressed to students, and graduates, and academic 

teachers. The first group included undergraduate students (I – first cycle studies) from third year (n = 519). The second 

group were master students (II – second cycle studies) during final year (n = 392). The third group were PhD students (III 

– third cycle studies) (n = 68). The fourth group were graduates who graduated from the University in 2012-2018 (n = 

449). Questions addressed to graduates concerned the period of their studies at I and / or II cycle. The last group of 

respondents were academic teachers who were heads of departments (n = 27) or who were leaders of research projects 

carried out in 2014-2018 (n = 41). The survey return was as follow: I cycle (n = 231), II level (n = 166), III level (n = 50), 

graduates (n = 84) and academic teachers (n = 31). 

The Questionnaire Description 

Original templates of questionnaires for each group of respondents were developed for the needs of the study (n = 5). The 

survey was anonymous. The forms contained respondents basic data and closed questions (maximum 17 questions in each 

questionnaire). In some closed questions, the answer "other" with the option to enter the answer not included in the 

questionnaire was placed. Respondents were asked a series of questions, among others, about participation/lack of 

participation of students in the research project; if yes, how they found out about the possibility of participating in the 

project, what were the sources of funding, or participation in the project contributed to the final thesis and whether the 

skills acquired in the project contributed to find an employment. Whereas, detailed questions concerned the development 

or acquisition of new soft and hard competences. After closing the survey test, the acquired data was subject to analysis 

and substantive evaluation. In the vast majority of questions, the analysis was based on the percentage of individual 

responses calculated by the Google Forms program and verified additionally with the use of Microsoft Excel. In the case of 

questions regarding soft and hard skills, students of the I, II and III cycle had the opportunity to choose at least 3 skills 

raised through participation in the research project. On the other hand, graduates assessed the usefulness of these 

competences in their professional work from 1 (not useful at all) to 5 (very useful). In turn, academic teachers assessed the 

degree of improvement of these competences by students from 1 (not at all) to 5 (very high). The question regarding the 

degree of satisfaction with participation in the research project for students from all cycle groups, graduates and teachers 

was assessed from 1 (not unsatisfactory at all) to 5 (very satisfactory). 

Results and Discussion 

Students’ participation in research projects (students and teachers opinion) 

Almost all undergraduates students (92.6%) did not participate in any research project. Similarly, the majority of master 

students (87.3%) or graduates (86.6%) did not participate in any research project during the first or second cycle. Also 

more than half of PhD students (60%) did not take part in any research project during the first or second cycle. Similar 

results were obtained among students of the 4th and 5th year at Medical Universities in Bulgaria. 95.3% of the surveyed 

respondents declared that they did not take part in any research projects despite the university gave such a possibility 

(Garov et al 2013). The authors suggest that more detailed information campaigns should be conducted among students 

explaining the benefits of participating in projects and how to participate. The majority of academic teachers taking part in 

Innovation Management and information Technology impact on Global Economy in the Era of Pandemic

984



this survey indicated that students from various cycles have participated in their research projects. Only less than 27% of 

the respondents indicated that students did not take part in their research. This discrepancy may be due to the fact that not 

all students and graduates who participated in research projects took part in this study. Nevertheless, the obtained results 

indicate a low participation of students in research projects carried out at Wroclaw University of Environmental and Life 

Sciences. Gates et al (1999) pointed out that usually the individuals involved in research constitute a small part of the 

student population. The undergraduates do not have enough knowledge to take an active part in research, therefore 

academic teachers must spent more time on their scientific progress. In addition, many students are reluctant to join 

research groups because of lack of understanding the benefits of research and/or fear of being unsuitable in a research 

project. In analysed groups, a relatively large percentage of students chose the answer "I did not know that it is possible", 

as the main reason for not participating in research projects, respectively: 72.4% of undergraduates, 66.7% of masters 

students, 78.8% PhD students and 81.7% graduates. The second mostly given reason was the answer "I was not interested", 

respectively: 27.1% of undergraduates, 28.3% of masters students, 12.1% PhD students and 15.3% graduates. In single 

cases, students indicated that they were interested but did not get qualified for the project. In turn, academic teachers 

reported as the main reason for the lack of students' participation: lack of funding (50%) and disinterest in cooperation with 

students (37.5%). Only 12.5% of the answers concerned students' disinterest in research. Funding is a problem for both, 

teachers and students. Restricted budgets for research projects are the limiting factor as academic teachers are unable to 

provide remuneration for students (Gates et al 1999).  

 

Respondents who participated in research projects, gave mostly their lecturers as the source of information about the 

possibility of taking part in such projects, respectively: 47.1% – I cycle, 71.4% – II cycle, 70.6% – III cycle and 81.8% 

graduates. The second most common response was "from a colleague”: 47.1% – I cycle, 19% – II cycle, 17.6% – III cycle 

and 9.1% graduates. Singular respondents pointed to other sources of information: announcement at the university/faculty 

website: 5.9% – I cycle, 4.8% – II cycle, 5.9% – III cycle and announcement placed in the department: 4.8% – II cycle, 

5.9% – III cycle, 9.1% graduate students. Over 90% of teachers (project leaders) recruited students to their projects via 

direct conversation. As the main reason for inviting students to their research, the project leaders indicated a great interest 

of students in the research topic (almost 74%) and to unburden the research team from some lab work (almost 48%). All 

the factors determining the student's admission to research project are presented in Fig 1. The above results indicate the 

lack of a clear information and recruitment system concerning the participation of students in research projects. All groups 

of respondents unambiguously stated direct conversation as the main tool informing students about the possibility of 

participating in the projects. This method is insufficient in assuring quality and building scientific based education. 

Noteworthy, teachers indicated a high percentage of students interested in participating in the research. On this basis, it can 

be assumed that a strong information system about possibilities and benefits of participation in research projects could 

definitely increase the number of students in research. At Oslo University College students have the opportunity to 

participate in research project lasting one semester during the last semester of bachelor studies for which they receive 20 

ECTS. Only students showing relevant interest and skills are qualified for research group (Sandnes et al 2006). 

 

Fig. 1: Factors determining the student's admission to the research team 

Research projects in which respondents participated were founded from various sources. For first cycle students, they were 

mainly Student Scientific Clubs1 (82.4%) and to a lesser extent: European funds (11.8%) and faculty/department funds 

(5.9%). Master and PhD students benefited mainly from the department’s own funds (respectively: 38% and 23.5%) and 
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Student Scientific Clubs funds (respectively: 33.3% and 35.3%). Some of the projects were financed from European funds 

(14.3% of master students and 17.6% of PhD students), as well as NCN2 and NCBiR3 national funds (14.3% of master 

students and 23.5% of PhD students). On the other hand, graduates (45.5%) indicated European funds as the main source 

of research projects financing, the remaining sources were spreading 18.2% each. Academic staff indicated NCN (39%), 

NCBiR and department funds (26%) and European funds (13%) as the sources of financing research projects with students' 

participation. In single cases, projects were financed from other sources. Based on students' answers, it can be concluded 

that the majority participated in research projects mainly as part of their activities in Student Scientific Clubs led by 

academic teachers. This is consistent with the results about information sources which showed that conversation with the 

teacher was in most times the inception of information about possibilities to join research project. Some students may also 

be unaware of the sources of financing for projects in which they participated, hence some discrepancies with the results 

obtained from academics. The answers given by all groups of students and teachers are significantly different from 

graduates, who provide European funds as the main source of research financing. This may be due to the fact that in the 

graduate group, the majority of respondents completed their studies in 2012-2015 and referred to their period of study, 

when in fact the share of European funds in financing research projects was larger than now. In the years 2014-2018, the 

vast majority of academic teachers completed one or two projects in cooperation with students (maximum three students 

per project). Singular respondents pointed to a larger number of projects and participating students. Most often, students 

participated in projects up to 6 months (almost 39%), over 6 months (26%) and over a year (30.4%). Undergraduate and 

master students mostly participated in projects that lasted over 6 months, respectively 41.2% and 28.6%, while PhD 

students over a year (29.4%) and graduates up to 6 months (36.4%).  

Impact of students' participation in research projects on final theses achievement and their 

educational path 

Sandnes et al (2006) proposed a division of skills related to various tasks in research project (laboratory work and writing 

publications) depending on the level of education: undergraduate students – report; master students – tech note and thesis; 

PhD students – conference, publication, dissertation. The authors suggest that literature review should be introduced at an 

early stage of education. At Wroclaw University of Environmental and Life Sciences undergraduate students at their final 

year of education are obligate to write a thesis, in which the first chapter is a review of literature. Thanks to this, at an early 

stage, they acquire the skills of reviewing literature and writing dissertations, which they use writing various works at 

subsequent levels of education. In present study, students could choose several answers to the question regarding impact of 

participation in a research project on their final thesis achievement: (1) participation in research project had an impact on 

the theme choice, which was consistent with the project, (2) participation in research project had no impact, but I have 

acquired skills I used during thesis preparation, (3) yes, some of the obtained results in research project were used to carry 

out the thesis, (4) none of the above. Among first and second cycle students, the most frequent answer was 4, respectively: 

52.9% and 38.1%, while for third cycle students it was answer 2 - 41.2% and for graduates answer 3 - 54.5%. When 

teachers were asked about the impact of students' participation in research project on the final thesis achievement, 52% of 

academics replied that some of the results were used by students to carry out their work, and 34.8% of teachers indicated 

that this contribution had an impact on topic choice and was coincided with research project. 

 

Academics also highly evaluated the impact of students' participation in research on their scientific path. In presented 

study, 82% of undergraduate students did not report the impact of participation in projects on the selection of second cycle 

specializations. In turn, 40% of master students, thanks to their research experience obtained at the first and second cycle, 

considered education at the third cycle. The participation of as many as 65% of PhD students in research project influenced 

their decision to study at the third level, but only 23.5% indicated that the subject of the doctoral dissertation was related to 

the research project in which they took part during the first and second cycle studies. Willison and Buisman-Pijlman 

(2015) clearly emphasize that the introduction of research projects into education program would contribute to the growth 

of candidates for doctoral studies, as well as PhD students who started their studies would be more experienced. However, 

in countries with a developed education system, there is still a debate on whether to take more students for a doctorate 

studies or rather to take less but better prepared students who will deepen their skills during the PhD (DIISR 2011). The 

obtained results indicate that undergraduate and master students do not link their participation in research projects with the 

final thesis achievement. But in case of second and third cycle students the skills acquired during the participation in 

project could have been used in thesis preparation and had an impact on the decision on further education path. On this 

basis, it can be assumed that students at higher levels of study acquire greater awareness of importance of participation in 

research projects. In turn, academic teachers indicate that students link final thesis achievement with participation in 

projects; also this participation had an impact on their further education. This discrepancy is probably due to the fact that 

teachers rated students in general, without regard to cycle, and their responses refer only to students with whom they 

collaborated in research projects. 

Benefits from participating in research projects for students - strengths and weaknesses 

Participation in research projects has a very positive effect on learning outcomes because it gives students an opportunity 

to prepare for future practice in their field (Petrella and Jung 2008). Using the SURE (Survey of Undergraduate Research 
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Experiences) tool, it was shown that experience gained during research project strongly influenced students’ various 

competences (Lopatto 2007). Significantly higher level of skills have been demonstrated in: integration of theory and 

practice, data analysis, laboratory work, reading literature, oral presentations, writing scientific papers, self-confidence and 

independence. In the present study, students (I, II and III cycle) indicated that participation in research projects contributed 

significantly to the development of the majority of competences (Table 1). Whereas, the graduates assessed which of the 

soft skills improved through participation in research project are useful in their current professional work. Respondents 

mainly mentioned analytical thinking, project management, team management as very valuable. Among the hard 

competences: professional knowledge, analytical methods in laboratory work, coming to conclusions based on the 

conducted research and the ability to describe the scope of research were mostly pointed as very useful. Moreover, 

technical skills, data collection in work environment were indicted as useful. On the other hand, academics mainly pointed 

students’ independence and analytical thinking as perfected at high level, while teamwork as improved at very high level. 

Moreover, among hard skills teachers assessed students ability to describe the scope of research, to learn from research, 

professional knowledge, technical skills and the selection of necessary literature at high level. 

Table 1: Soft and hard skills perfected through the participation of students in research projects [%] 

Skills 
Undergraduate 

students 

Masters 

students 

PhD 

students 

Soft    

communication skills 88,2 66,7 41,2 

teamwork 82,4 52,4 58,8 

decision-making 41,2 52,4 35,3 

troubleshooting 47,1 57,1 76,5 

independence 82,4 81 52,9 

analytical thinking 70,6 47,6 47,1 

ability of public speaking 41,2 23,8 35,3 

project management 41,2 9,5 23,5 

team management 47,1 4,8 17,6 

Hard    

professional knowledge 35,3 61,9 47,1 

technical skills 76,5 57,1 64,7 

critical review of literature 41,2 28,6 23,5 

analytical methods in laboratory work 76,5 61,9 76,5 

methods of work in field test 5,9 14,3 23,5 

data collection in work environment 11,8 19 17,6 

database creation 17,6 28,6 29,4 

coming to conclusions based on the conducted 

research 
58,8 57,1 70,6 

ability to describe the scope of research 29,4 28,6 52,9 

 

Students involved in projects indicated that contribution in research was often connected with participation in scientific 

conferences through poster presentation: 30% – I cycle, 14.3% – II cycle and 30% – III cycle. The second most frequently 

mentioned benefits were: oral presentation at conference: 18% – I cycle, 10% – II cycle and 17.6% – III cycle; co-author of 

scientific paper: 10% – II cycle and 23.5% – III cycle; oral presentation at Students Scientific Clubs conference: 12% – I 

cycle and 5.3% – III cycle. Only 12% of first cycle students mentioned a publication of an article in a popular science 

journals as a result of participation in research. In the teachers' opinion, students' involvement in research projects was also 

mostly connected with participation in a scientific conferences through poster presentation and oral presentation, 

respectively: 69.6% and 43.5%. Similarly, over half of teachers (52.2%) pointed publication of an article in a scientific 

journal with the student as an author/co-author.  Sandnes et al (2006) took notice that the acquisition of writing skills 

requires years of experience and academic teachers must devote a lot of time to students to acquire this skill. This problem 

also applies to laboratory skills, which is why probably 37.5% of employees in our study reported lack of interest in 

cooperation with students as one of the causes of absence of students in their research projects. Therefore, it would be good 

if the education programme includes subjects that cover learning to review literature, technical writing or participate in a 

research project. Graduates indicated only financial gratification (27%) and co-authorship of the scientific article (18%) as 

benefits. However, respondents (46%) think that they did not benefit at all from participating in a project. Only 18% of 

graduates found that the skills acquired in research helped them to get employed. The list of benefits assessed by all groups 

of respondents is presented on Fig 2. 
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Fig. 2:The benefits resulting from students’ participation in research projects assessed by all groups of respondents 

Our results showed that involvement in research projects did not significantly contribute to students participation in 

scientific internships at other institutions. The majority of respondents did not join any scientific research internship: 

94.1% undergraduates, 90.5% master students, 82.4% PhD students and 90.7% graduates.  

 

In assessing the degree of satisfaction from participation in research projects, students of all cycles and graduates were the 

most satisfied from gaining professional experience and establishing contacts with scientific employees (assessed as 

satisfactory and very satisfactory). In addition, third cycle students, as the only group, indicted satisfaction from 

establishing industry contacts and publications as author/co-author of research results. Academic teachers evaluated level 

of satisfaction from students’ participation in their projects from 1 to 5: satisfied – almost 70%, very satisfied – 26%, while 

68% of teachers invited the same students to participate in their next projects. 

Our results have shown that the most important assets of students' participation in research projects is the improvement of 

students soft and hard skills, useful later in their professional work. As demonstrated by Bakhshi et al (2017), by year 2030 

key interpersonal and cognitive competences such as communication skills, active learning, monitoring and evaluation of 

results, decision making, problem solving, project management etc. will be crucial for future students employment. In 

present study respondents improved soft skills such as: communication skills, team work, decision making, problem 

solving, independence and analytical thinking. Whereas, among hard competences: professional knowledge, technical 

skills, analytical methods in laboratory work and coming to conclusions based on the conducted research. Advantages also 

include participation in scientific conferences and publication in scientific journals as an author/co-author. The students 

also appreciated the opportunity to gain work experience, establish industry contacts and/or with teachers and to publish 

research results. Noteworthy is also the fact that academic teachers who cooperated with students during research projects 

were satisfied with this and willingly invited them to the next projects. According to Crowe (2006), an additional 

motivation for students to participate in research project is possibility to add into their CV information’s about acquired 

experience/publication, etc. However, the main weakness of students' participation in research projects include the lack of 

internships at other scientific institutions, both in Poland and abroad. Such external trainings are very important for 

formation students' research path, thanks to acquiring new experiences and industry contacts. Moreover, according to the 

questionnaire some students did not have the opportunity to perfect skills such as: project or team management in term of 

soft competences, or methods of work in field test, data collection in work environment or database creation in terms of 

hard competences. The analyse soft and hard skills are important from the point of view of a future scientist, and are 

considered useful on the modern labour market. Therefore, there is a need of improvement of these competences during 

students formation. Furthermore, some of the students did not experience any other benefits from participating in research 

project, did not take part in scientific or student conferences, did not publish research results or received remuneration.  
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Conclusions 

The transition process from teaching oriented university into research oriented university requires series of activities at 

various levels. One of them is to increase participation of students at all cycle studies in research projects. Therefore, it 

seems necessary to carry out effective information campaigns among students, exposing the possibility to join research in 

organizational units and scientific teams. These activities should be systematized and include modern communication 

tools. It is also important to adapt the message to the students and hence benefits that students can gain at given study cycle 

as well as in general personal development from participating research project.  

 

Based on the obtained results, we also propose to describe and implement the policy of research based teaching in order to 

improve the quality of education at Wroclaw University of Environmental and Life Sciences. These policy should contain 

the description of benefits of joining research projects, further development opportunities and participation in internships. 

The new standards should include document describing Good Practice of Students Scientific Path. An extended education 

program, both mandatory and optional subjects, aiming the improvement of students' competences in the field of 

conducting scientific research should be included in the Practise. In addition, the document should also describe the rules 

of organization and operation of a research team. One of the possibilities is to implement full semester research project 

with ECTS for students. The second document should be Good Practice of a Research Team, which should enforce the 

participation of students in research projects. These activities may contribute to the identification of the most talented 

students, who should be encouraged to continue their education at the doctoral studies. These practise also help to improve 

the quality of education by preparing students to enter the labour market in better way. The Practise should also include a 

motivation system for academic teachers to supervise students in research projects.  

 

The implementation of research-based teaching will assure the quality of education and increase the competitiveness of 

Wroclaw University of Environmental and Life Sciences among other science universities. 
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Abstract 

 
Research purpose:The purpose of this research is to introduce procedures for onboarding of new employees in companies 

by researching the onboarding processes and by raising their importance. To reach the objective of the research, authors 

conducted a theoretical analysis, gathered and summarised information on the current situation in the labour market and 

collected expert opinions on successful onboarding of employees, which saves time and resources of companies. Design / 

Methodology / Approach: The research consists of three interrelated parts. The first part of the article addresses the 

theoretical aspects of the onboarding of new employees, its problems and solutions in international practice. The second part 

describes the methodology of research, information on the design of the questionnaire and the profile of participants as well 

as information on the participants in expert discussions. The last part is devoted to the presentation of empirical findings and 

the elaboration of the outcomes of the questionnaire and expert opinions. Expert interviews, questionnaires, document 

analysis and secondary data analysis methods were employed for data collection. Dynamic line analysis, descriptive 

statistical method and graphical analysis for the processing survey results and the transcription of interview results were 

employed for data processing purposes. Findings:  The creation of a micro-training module involving the acquisition of 

knowledge based on focussed study information promotes a fast and successful onboarding of new employees.  

Originality/Value/Practical implications: Therefore, it is necessary to prepare information on the internal culture of a 

company, its traditions and ethical norms and include them in the onboarding activity programme as well as to develop and 

implement the new employee’ onboarding micro-teaching module. Involving work responsibility, company culture, ethical 

and client service standards. 

Keywords: Adaptation, Digitalization, Automation Tool, Training. 

 

JEL codes: M51, M53, M54. 

 

Introduction 

The economic development of Latvia in the context of the contemporary globalisation processes faces new challenges, which 

press for new solutions including solutions in the area of employability. Although modern technologies provide for the 

expansion of production and delivering of services remotely, there is a continued requirement of human capital and new jobs 

are being created. 

The purpose of this research is to introduce procedures for onboarding of new employees in companies by researching the 

onboarding processes and by raising their importance. 

To reach the objective of the research, authors conducted a theoretical analysis, gathered and summarised information on the 

current situation in the labour market and collected expert opinions on successful onboarding of employees, which saves 

time and resources of companies. 

The results of interviews with the experts in human resources management confirm the views of various authors that 

establishing an objective, length of the process, desirable outcomes, functions and resources required are preconditions for 

the operation of a successful and stable onboarding programme of new employees. 

The creation of a micro-training module involving the acquisition of knowledge based on focussed study information 

promotes a fast and successful onboarding of new employees.  
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The study utilises an analysis of literature and expert interviews with three heads of human resources of manufacturing 

companies and two representatives of personnel recruitment companies who cooperate with manufacturing companies daily. 

Questionnaires were sent to heads of human resources and employees of beverage production companies. Dynamic line 

analysis, descriptive statistical method and graphical analysis for the processing survey results and the transcription of 

interview results were employed for data processing purposes. 

Due to its limited scope, the survey dealt only with beverage production companies operating in Latvia NACE2 code 11. 

 

Literature Review 

The economic development of Latvia in the context of the contemporary globalisation processes faces new challenges, which 

press for new solutions including solutions in the area of employability. Although modern technologies provide for the 

expansion of production and delivering of services remotely, there is a continued requirement of human capital and new jobs 

are being created. Addressing the changes that have taken place over the past ten years, according to the data published by 

the Central Statistical Bureau, from 2009 to the beginning of 2019 the population of Latvia has decreased by 242,000 (Central 

Statistical Bureau, 2019a). This leaves an impact on employment in the country since the number of available jobs has been 

increasing yearly. In one year from the end of September 2018 to late September 2019, the number of unoccupied vacancies 

increased by 22.6% and reached 31,238 representing a significant increase in comparison with September 2009 when only 

1,856 vacancies were recorded (State Employment Agency, 2019). It should be taken into account that not all the vacancies 

are registered and the actual number of vacancies could be considerably higher. This is a reason why employers experience 

increasingly severe competition for attracting and keeping employees. A survey of 255 companies conducted by Latvian 

Chamber of Commerce and Industry reveals that 61.2% of entrepreneurs are concerned about the availability of workforce 

in Latvia and 53.8% are not able to find qualified employees (LTRK, 2018). Onboarding of new employees is a strategic 

process helping an employee to learn the internal culture of a company, his/her new colleagues. A person engaged in 

onboarding undergoes a learning process targeted at integration and in the new workplace as quickly as possible and at the 

highest quality possible and at being capable of performing the duties productively.  As a result of this process, a new 

employee feels welcome and understands his/her importance in the development of a company. 

A survey conducted by The Boston Consulting Group and World Federation of People Management Associations conducted 

in 2012 revealed that the earnings of companies with a developed onboarding programme for new employees were 2.5 times 

higher and the profit increase was 1.9 times higher than other companies (Strack et al, 2012). This fact substantiates the gains 

from a thorough development of new employee’ onboarding programme (Klein, Weaves 2000).  Taking into account that 

the study was conducted several years ago and there have been significant technological and sot ware development advances. 

Companies possess significantly greater advantages in developing more effective and interesting programmes employing 

digital and automated tools (Kouzes, Posner 2012; Mitchell 2007; Lawson 2015; Saks 2006).   

Many top officials of companies believe that the biggest advantage of a new employee is his/her professionalism (Smith 

ety.al. 2016). However, this perception can often be misleading since in practice a significant role is played by team unity, 

employee loyalty and their understanding of the values and goals of a company (Boitmane, 2018). Competencies are 

undoubtedly important for performing work duties in a quality manner (Caldwell et.al.2011). However, they alone are 

insufficient for understanding the work environment of an organisation and for integrating with a team (Srimannarayana 

2016; Van Buren et.al 2013; Wanous, Reichers 2000). Thus, the onboarding process of new employees, which provides a 

clear insight into the future workplace, duties and internal processes has significant importance by assisting a new employee 

to adapt to the work environment faster and as a result: fosters an employees’ growth and loyalty (Bauer 2010, Caldwell 

et.al.2015).  

Many employees are concerned about the increasing digitalisation over the past years. However, research conducted in 

Austria in 2017 proves that automation processes at workplaces not only do not decrease the number of jobs but also create 

new ones and everything depends on the level of development of a particular company. 390,000 new jobs were created in 

sectors with a high degree of digitalisation and 75.,000 jobs were lost. Conversely, 189,000 jobs were created in sectors with 

a low level of digitalisation while 280,000 jobs were lost (LSE European Institute, 2018). According to Kristofers Pone, an 

economist with the Central Bank of Latvia (Latvijas Banka), if the development of technologies makes a product more 

accessible and demanded by a broader spectrum of consumers, companies will require additional manpower to produce an 

increasingly higher volume of products, thus creating new jobs exceeding the number of jobs lost as a result of automation 

(Pone & Vīksna, 2019). The higher the increase in the number of employees, the greater the necessity for a faster and more 

effective training process. Therefore, modern digital and automation tools provide substantial advantages for the 

development of a company.  

A survey of Latvian entrepreneurs conducted by Finance Latvia Association and Latvian Chamber of Commerce and Industry 

reveals that 98% of entrepreneurs believe that digitalisation and automation of processes would promote the competitiveness 

of their companies in the global market. 61% of entrepreneurs plan to invest in the introduction of digitalisation and 

automation processes within the coming year and name saving of time for performing specific activities as the main 

advantage of introducing such systems (LA.lv, 2019). This tells that entrepreneurs are willing to introduce digital and 

automated tools because modernisation is an important part of any company’s existence.  According to the Minister of 
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Economy of Latvia Ralfs Nemiro, the attitude of companies towards digitalisation and automation affects their effectiveness 

and productivity, as well as the overall tendencies in the economy and entrepreneurs, will live the next decade under the 

impact of new technologies where concepts like automation will gain tangible meaning and scope in the production process 

(Vītola, 2019).  

The opportunities provided by modern technologies make the routine work of employees easier and provide them with more 

time to concentrate on more creative issues, which promote their growth and loyalty towards their company (Caldwell, Peters 

2018). Automation processes increase the effectiveness of companies and raise their competitiveness increasing their 

turnover (Bierema, Hill 2005). Many entrepreneurs are slow to embrace the introduction of digital solutions in their 

companies since it requires additional financing (Holton 2001). The President of Latvian Information and Communications 

Technology Association (LIKTA) Signe Bāliņa believes that financing may often not be the deciding factor for the 

introduction of digital and automated solutions in companies if they were being aware of the opportunities available. Over 

the past years technologies have been rapidly developing and digital solutions, including solutions for particular industries, 

are not that expensive any more (Bāliņa, 2019). Therefore, company managers must look at the offers available and must 

find the most applicable solution for their businesses. 

Methodology 

In the framework of the study, five human resources management experts were interviewed regarding the processes of 

onboarding new employees in Latvian companies and the manufacturing sector in general, and the application of digital and 

automated solutions in those processes. Their opinion was also sought on the results of the survey of human resources 

managers and employees of beverage companies performed by the author.  

The persons interviewed included three heads of human resources of manufacturing companies and two representatives of 

personnel recruitment companies who cooperate with manufacturing companies daily.  

Experts interviewed: 

 

1. Head of Human resources of the beverage production company “Aldaris” AS.  The core business of the company 

is the production of beer and wholesale of beverages. The average number of employees is 190;  

2. Head of Human resources at “Food Union” groups of food industry companies, which includes “Rīgas Piena 

Kombināts” AS, “Valmieras Piens” AS un “Rīgas Piensaimnieks” SIA. The core activities of the companies are the 

production of milk products and the average number of employees at “Rīgas Piena Kombināts” is 586, 176 at 

“Valmieras Piens” and 193 at “Rīgas Piensaimnieks”;  

3. A project manager at personnel recruitment company “Human Source” SIA. The company is engaged in personnel 

recruitment and assessment;  

4. Head of Human Resources at a wood production company the core business of which involves the production of 

wooden pallets with the average number of employees of 249;  

5. A senior personnel recruitment consultant at a company the core business of which is personnel recruitment and 

assessment as well as employee lease.  

An interview with one expert was conducted in person, with another one via communication on LinkedIn, while the third 

expert was interviewed on the phone. The interview involved asking six questions on new employee’ onboarding processes 

in Latvian companies. 

The study involved sending of questionnaires to heads of human resources and employees of beverage production companies. 

The questionnaire was developed in portal Visidati.lv Employees of beverage production companies were reached by sending 

them a link to the website of the electronic resource to e-mail addresses of companies available on the Internet asking them 

to disseminate the questionnaire to their employees.  The survey of heads of human resources of beverage production 

companies was disseminated on LinkedIn by addressing the potential respondents with a personal message.  Their 

responsiveness of heads pf human resources of beverage production companies was low and respondents agreed to fill out 

the questionnaire only on condition of anonymity.  All responses were deemed fit for further processing since Visidati.lv 

registers only completed responses to survey questions. 

The questionnaire survey of employees of beverage production companies was conducted by sending the questionnaires to 

the following companies: “Latvijas Balzams” AS, “Cido Grupa” SIA, “Cēsu Alus” AS, “BERLAT GRUPA” SIA, “Aldaris” 

AS, “Venden” SIA, “Valmiermuižas Alus” SIA, “Eden Springs Latvia” SIA, “Tērvetes AL” SIA, “Bauskas Alus” SIA, 

“Piebalgas Alus” SIA, “Užavas Alus” SIA, “Simeks” SIA un “Markol” SIA. 272 employees of beverage production 

companies participated in the survey. 195 of them worked in the office, 33 were engaged in logistics, 28 worked in production 

while 16 respondents worked outside their company premises as sales agents.  The survey was performed to examine the 

organisation of the onboarding process of new employees of beverage production companies addressing the processes which 

needed improvement and surveying opinions of employees on the necessity of this process. 

14 persons participated in the questionnaire survey of human resource managers. They were asked to specify the size of the 

company they represented:  

 

− Small (Number of employees < 50 and Turnover <= EUR10m or Balance <= EUR10m). - 7 respondents; 
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− Medium (Number of employees < 250 and Turnover <= EUR50m Balance <= EUR43m). - 5 respondents;  

− Large (Number of employees >250; Turnover > EUR50m. Balance > EUR43m). - 2 respondents. 

Taking into account that the processing industry comprises a large number of companies and the research period was limited 

in time, the surveys of human resource managers and employee questionnaire surveys were performed at beverage production 

companies.   

Research Results 

The processing industry is one of the largest sectors of the economy. Therefore, it has a significant role in the development 

of the Latvian economy.  According to the data of Central Statistical Bureau (CSP), there were 11,023 economically active 

manufacturing companies in Latvia in 2019, most of them categorised as micro-companies. 

Table 1: Indicators of the processing industry in Latvia from 2008 to 2018 (Source: Central Statistical Bureau 

(2020d). 

Year Number of 

companies 

Turnover (in 

thousands of 

EUR) 

Costs of 

personnel 

(in 

thousands 

of EUR) 

Salaries 

(in 

thousands 

of EUR) 

Number of 

persons 

employed 

Number of 

employees 

2008 7488 6963180 1119662 - 140130 - 

2009 7521 5045169 782915 - 109068 - 

2010 7872 5863673 756456 609581 108714 107421 

2011 7737 6906456 845980 681726 112241 110369 

2012 8981 7909836 947652 763658 118289 115650 

2013 9537 7767390 1010535 814335 120760 119411 

2014 9806 7581348 1063415 862812 121746 119725 

2015 10523 7515817 1108353 904281 119411 115356 

2016 11090 7686093 1197239 973778 119537 114744 

2017 10921 8409033 1297247 1055298 119451 114801 

2018 11011 9270624 1440488 - 121860 - 

 

In ten years since 2008 the total number of manufacturing companies grown annually and had increased in total by 3,523 

companies. The changes in the number of companies were accompanied by a rapid rise in their turnover in the course of 

three years from 2016 to 2018, which increased by 20.62%. The personnel costs and salaries have risen significantly and 

since 2015 this indicator experienced the highest growth - the costs of personnel grew by slightly over 8% on average from 

2015 to 2017 and by 11% in 2018 in comparison with 2017. Data on salaries are not available for 2008, 2009 and 2018, but 

salaries have risen annually by an average of EUR66,206 since 2010. Statistical data show an overall development trend for 

the processing industry companies and the increased number of employees in 2018 stands as a positive indicator. The number 

of vacancies has been also increasing annually.  

Table 2:  The number of vacancies in the processing industry from 2008 to 2018 (Source:  Central Statistical 

Bureau (2019e). 

Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Number 

of 

vacancies 

2184 1246 1524 1964 2067 2574 1811 2511 2126 2594 3360 

 

As reflected in table 2, the number of vacancies in the sector both increases and decreases and there has been no consistent 

tendency. However, it has risen rapidly in 2018 by 29.53% or 766 vacancies. The lowest number of vacancies in the sector 

was experienced in 2009 and 2010 and was more than two times lower than in 2018.   
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Taking into account that the processing industry comprises a large number of companies and the research period was limited 

in time, the surveys of human resource managers and employee questionnaire surveys were performed at beverage production 

companies.  

According to data of the Central Statistical Bureau, there were 2,433 people employed in the beverage production industry 

companies in 2017 (Central Statistical Bureau (2019d). No information on the number of employees is available for 2018. 

The list Lursoft Top 300 companies based on their turnover in 2018 included four beverage production companies: 

1. Spirit distillation, rectification and mixing company “Latvijas Balzams” AS with a turnover of EUR75.4m in 2018 

and the average number of employees of 636; 

2. Producer of non-alcoholic beverages, mineral waters and other types of bottled waters “Cido Grupa” SIA with a 

turnover of EUR66.43m in 2018 and the average number of employees of 317; 

3. The beer production company “Cēsu Alus” AS with a turnover of EUR61.76m in 2018 and the average number of 

employees of 210; 

4. Spirit distillation, rectification and mixing company “BERLAT GRUPA” SIA with a turnover of EUR34.28m in 

2018 and the average number of employees of 47 (Lursoft, 2019a). 

According to the data of Central Statistical Bureau, there were 150 beverage production companies in 2018, while the updated 

Lursoft data for 2019 provides information on 212 beverage production companies (Lursoft, 2019b). In one year the number 

of beverage production companies increased by 62. 

The study involved the conduction of interviews to learn expert opinion on the onboarding process of new employees in 

Latvian companies.  All experts believe that there has been considerable progress in the onboarding process of new 

employees and companies have introduced at least a partial programme and they are under development.  One of the experts 

thinks that the biggest difficulty of the company is maintaining and updating this process thus leading to outdated methods, 

which do not meet the needs of the topical situation. The other experts provide a generally positive assessment of the process 

stressing that companies have understood the importance of the onboarding process of new employees because just a few 

years ago this process was not paid enough attention and employees learned the required skills by themselves, which resulted 

in difficulties to start their jobs in full capacity.  

The second question was related to the results of the questionnaire survey on whether employees needed one week or one 

month to learn their duties and adapt to the work environment.  The process is also impacted by business peculiarities of a 

company as well as the importance of the production process itself - its degree of complexity and the variety of the final 

products. To facilitate the learning of work duties, it is required to develop process descriptions and instructions. Engagement 

of a manager is also important since an employee requires a person to turn to in case of any uncertainties. Experts share the 

opinion that the length of adaptation of new employees can also depend on previous experience, knowledge and skills.  A 

frequent mistake is to assume that an employee’s career in a single company would not require an onboarding process. This 

assumption is false in cases when the work duties differ. Both heads of human resources and line managers of companies 

are engaged in their daily duties and may find it difficult to conduct the onboarding process of a new employee from its start 

to finish making sure that an employee has received all of the information and support required. In most of the cases a new 

employee receives all the information at once, but learning it in one week is not possible.  

The study queried expert opinion on presenting the internal culture of companies to new employees and the overall teaching 

process.  Experts believe the key idea of the adaptation of new employees rest in their introduction to the internal culture of 

a company and the engagement of newcomers in the social events and principles of a company and that this part was crucial 

for an employee to decide whether to stay with a company or leave it. Therefore, it represents the most significant part of 

onboarding new employees. Overall, companies develop job descriptions whereas teaching programmes are being designed 

as universal and adaptable to groups depending on job positions. Companies most commonly develop general guidelines 

while the responsibility for the development of instructions for each position rests with direct line managers. According to 

an expert, a company must have adopted regulations on the responsibilities of the parties involved whereas each party 

engaged in the onboarding process of new employees provides introductory training and general information about a 

company. It is important not only to provide basic training but also to ensure psychological support to a new employee since 

at the start of work relations they may be afraid of making mistakes, which may lead to procrastination in decision-making 

and prolonged duty implementation.  

 

The degree of digitisation at companies and the use of automated tools for onboarding purposes were significant issues during 

the interviews since questionnaire results showed that the beverage production companies had not introduced such tools. 

Experts believe that companies lack information on the opportunities of modern technologies for personnel management. 

Automated tools provide various functions, which have not been integrated and it has been necessary to set up various 

devices, which has not seemed user-friendly.  Automated tools are being used in personnel management for other functions, 

e.g. personnel selection, the development of documents and documenting of staff absence. Several experts stress that the 

introduction of automated tools has been slowed down by the required funding and there is a lack of understanding at 

companies on the effectiveness of such tools and manufacturing companies face the following limitations in their use: 

 

− the primary attention in terms of automation is paid to the production processes;  
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− not all of the employees have their own equipped workplaces with the availability of digital tools; 

− not all of the employees have dedicated digital workplaces thus preventing the use of software for all categories of 

work positions. 

 

Heads of human resources were asked about the development of the onboarding programmes in their companies and the 

assessment of the current situation in manufacturing companies. Several experts replied that the programme was most often 

developed in the companies, which a part of their respective international groups.  The experiences of experts show that a 

systematic and well-developed onboarding programme has been established only in companies with 50 employees or more, 

while guidelines are being implemented in company branches with 20 to 30 employees or more. However, it is not sufficient 

to develop a programme and adopt it from their respective company groups. It has to be implemented and maintained by 

adapting it to the specific needs of a company and its employees. If programmes are not updated, employees receive dated 

and incorrect information.  

The results of the survey questionnaire of the employees and heads of human resources of beverage production companies 

reveal that the onboarding process of new employees has not been developed or has been developed only in part and is too 

brief. Therefore, employees face difficulties in adapting due to the lack of training and they may require 7 to 12 months to 

perform their job productively.  Therefore, experts on human resources management were asked a question about the 

compliance of the results with the situation in the manufacturing industry in general. Experts confirm that in any case if 

training had been insufficient, employees would require a longer adaptation period. The engagement of the direct line 

manager is essential in this regard since the productivity of an employee is also in his/her interests. The division of positions 

in manufacturing companies is highly diverse. Therefore, they face greater challenges at adapting training for all employees.  

Due to the constant development of the processes onboarding, new employees two years ago and today can substantially 

different even within the same company. Therefore, the sector experiences fluctuations in the adaptation period between 

long-term employees and the recruits. Employees are interested in onboarding their new employees as quickly and effectively 

as possible. Thus, the lack of training is not systemic, but rather isolated exceptions. The lack of training is not just a 

phenomenon in manufacturing companies, but also in other sectors, for instance, in the retail sector where this issue can even 

more acute.  If the process is too general and unspecified, it can lead to a lengthier and complicated adaptation process since 

there will be many uncertainties already from the very outset. If a line manager does not get involved or demonstrates an 

insufficient engagement, the onboarding process fails or becomes protracted.  It is essential to define the objective and 

duration of the onboarding process of new employees. There will always be companies where the onboarding process can 

run up to 12 months. However, such cases require clearly defined results and ultimate objectives.   

The questionnaire survey of the employees of manufacturing companies was performed to examine the organisation of the 

onboarding process in beverage production companies addressing the processes which needed improvement and surveying 

opinions of employees on the necessity of this process. 

The first question of the survey involved the length of employment of an employee in a company. Understanding the 

frequency of employees changing their workplaces is essential. At the moment many entrepreneurs value the loyalty and 

experience of their employees since the frequent rotation of manpower creates additional costs for a company related to the 

selection and training of new staff. Training of new employees in the specific production process can be extended, which is 

in own turn delays production outputs. Therefore, to promote the willingness of employees to stay in their jobs, various 

employment motivational programmes are being increasingly introduced.  

 

As it is concluded in the research, the number of new employees in manufacturing companies is low - only 8 employees or 

3% had been working for 3 months or less and all respondents were office workers. By contrast, 16 employees or 6% had 

been working from two to four months and 1.9% of them were engaged in manufacturing and 4.1% were office worker.  

Most of the employees has been working for a period of one to three years - 116 employee or 43%, out of whom 36.3% were 

office employees and 6.7% worked elsewhere.  Percentage-wise the number of those employees who have worked in 

manufacturing companies from 7 to 12 months and three to five years is similar - 9.9% of the office workers and 8.1% of 

the rest had been with their company from 7 to 12 months. 11.6% of office employees and 4.4% of other employees had 

been with their company from 3 to 5 years.  6.5% of office workers and 7.5% of other employee had been with their company 

for over 5 years. The results of the study reflect the fact that employees of beverage production companies do not change 

jobs often as 73% of employees had been working in their company for over a year and the share of office workers were in 

the period of work from1 to 3 years.  

 

The results of the questionnaire show that the greatest difficulties employees faced was the lack of instructions and training 

- this fact was confirmed by 211 respondents, 169 of were office workers and 42 worked elsewhere. Information overload 

and a high volume of duties were singled out as the second greatest obstacle by 144 respondents, which corresponds to the 

responses regarding the short onboarding process. The new employees must start performing their duties independently 

within a short period. At the same time, they are not provided with training and training materials sufficient for a large 

number of duties.  
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The fact that all the respondents confirmed the necessity for an onboarding procedure in their companies stands as an essential 

indicator in this regard. This stands to show that to succeed in learning the work duties, new employees require support and 

training.  

A questionnaire survey was performed at beverage production companies and human resource managers were surveyed to 

learn the opinions of human resource managers on the onboarding process of new employees in the companies and compare 

their responses with the opinions and experiences of employees. The objective of the questionnaire survey was to learn if the 

companies concerned had introduced new automated tools in the onboarding process of new employees.  

Representatives of 14 beverage production companies participated in the survey of the heads of human resources 

management.  

 

To study the functions companies employ in the onboarding processes of new employees, the heads of human resources were 

asked the same question as to the employees by asking them to note any given processes. The data acquired have been 

compared in Table 5. 

Table 5: A comparison of the results of the questionnaire survey of managers and employees on the onboarding 

processes of new employees employed (by the number of respondents and percentages) (Source: a summary of the 

questionnaire survey performed by the author) 

Process 

The results of 

the employee 

survey 

(number) 

The results of 

the employee 

survey (%) 

The results of 

the survey of 

human 

resources 

managers 

(number) 

The results of 

the survey of 

human 

resources 

managers (%) 

 An e-mail welcoming an employee 

on his/her first day at work 

supplemented with information on 

the training process and the 

upcoming events 

11 1.4% 1 7.1% 

Introduction to colleagues has been 

organised 
136 50% 13 92.8% 

Instructions for acquiring work 

duties have been handed out 
58 21.3% 7 50% 

Teaching employing presentations 

or similar 
24 8.8% 2 14.3% 

Information on the internal culture 

of the company, its vision and goals 

have been provided 

55 20.2% 3 21.4% 

A detailed explanation of work 

duties was provided 
121 44.5% 10 71.4% 

A mentor or a pier has been assigned 

a person who can be approached for 

help in case of outstanding questions 

40 14.7% 8 57.1% 

A tour of the company’s territory 

and its departments 
39 14.3% 9 64.3% 

Objectives which should be reached 

within a fixed time-framework have 

been explained (if defined) 

40 14.7% 3 21.4% 

Information on bonuses, like health 

insurance, has been provided 
111 40.8% 7 50% 

Consultation with the line manager 

or head of human resources has been 

provided within the first 1 to 3 

months of start on a job 

99 36.39% 9 65.3% 

 

The data collected and summarised lead to the conclusion that the introduction of new employees to other colleagues is the 

most frequent event in the onboarding process. It has been confirmed by the responses of 136 employees and 13 heads of 

human resources. Another process, which has been used most frequently in manufacturing companies involves a detailed 

explanation of work responsibilities as conformed buy 121 employees and 10 human resources managers. A part of the 
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employees of beverage production companies is also provided with information on the system of bonuses implemented in 

their companies. The author concludes that beverage production companies pay attentional to motivating their employees 

and this system has is being explained to new employees at the time of commencing work relations.  Over a half (64.3%) of 

human resource manager pointed out that tours of their company's territory and departments are conducted, but only 14% of 

all employees noted it as being part of their onboarding process.  The author concludes that this kind of a tour has been a 

novelty in the onboarding process and since many respondents had worked in their companies for over a year, they simply 

did not have a personal experience of such organised events.  A half or 50% of human resource managers noted that new 

employees receive instructions for learning their work duties while only 58 or 21.3% of the employees of beverage production 

companies have noted this process. The results of the questionnaire survey of the employees of beverage companies testify 

that insufficient training and instruction is the key drawback in learning direct work-related duties. Consultations and 

conversations organised by heads of human resources during the first three months from the start of employment relations 

stand as a positive example. It provides feedback and assists in raising an understanding of what an employee likes and what 

he/he lacks in the new workplace. 

The results of the study show a development in the onboarding processes of new employees. However, in the manufacturing 

sector, the programme for onboarding of new employees has been mostly developed in the form of guidelines.  Research 

results showed that in manufacturing companies the adaptation of new employees is often being held back by the lack of 

training. Thus, the implementation of this process must be set as a priority. 

Conclusion 

The results of interviews with the experts in human resources management confirm the views of various authors that 

establishing an objective, length of the process, desirable outcomes, functions and resources required are preconditions for 

the operation of a successful and stable onboarding programme of new employees. 

The creation of a micro-training module involving the acquisition of knowledge based on focussed study information 

promotes a fast and successful onboarding of new employees.  

The experts in human resources management interviewed believe that Latvian entrepreneurs are increasingly aware of the 

importance of the onboarding process of new employees and it has resulted in the development of this process. As a result, 

companies at least partially introduce onboarding programmes for new employees. A systematic and well-developed 

onboarding programme has been mostly established in companies with 50 employees or more, while the guidelines are being 

developed in company group branches with 20 to 30 employees or more. 

Human resources experts point out that the introduction of a company’s internal culture as part of the onboarding process is 

its crucial and integral part since it creates a greater sense of safety and belonging in the new employees and can play a 

crucial role in the decision-making of a recruit: to stay at the company or leave it.  

The results of the questionnaire survey of beverage production companies reveal that 32% of respondents did not encounter 

an organised onboarding process, while 46% of respondents went through the onboarding process only in part. In their turn, 

47.3% of respondents who were engaged in an organised onboarding process faced only a one-week onboarding process and 

only 6% of respondents were engaged in it for a period of 2 to 3 months. Due to insufficient onboarding process, employees 

face a prolonged period of adaptation and learning of the direct work duties, since 69.4% of respondents pointed out that 

they would have required more than three months for adaptation in their new workplace. 

Information on the length of the onboarding process of new employees provided by heads of human resources of beverage 

production companies differs substantially from the replies of employees. 36% of human resources manager pointed out that 

the length of the onboarding process at their companies lasted from 2 to three months, while only 6% of employees could 

indicate the same period. 47% of employees believe that the onboarding period ran for one week while only one human 

resources manager of a company indicated this length of the onboarding period. 

78% of all the employees of beverage production companies surveyed noted that their greatest difficulties in the adaptation 

process were caused by the lack of training and instruction.  Employees of beverage production companies named recessive 

information and workload and unclear duties of their specific jobs as substantial obstacles in their operation. The difficulties 

are caused by the brevity of the onboarding process which results in insufficient training. 

The most frequent activities as part of the onboarding process of new employees in beverage production companies include 

an introduction to new colleagues as pointed out in the responses of 92.8% of human resources manager and 50% of 

employees. New employees are provided with information on the system of bonuses at their companies as pointed out by 

50% of heads of human resources and 40.8% of employees. Consultations with the members of staff of human resources and 

the direct line managers are being frequently organised during the first three months since the start of duties.  

Therefore, it is necessary to prepare information on the internal culture of a company, its traditions and ethical norms and by 

including them in the onboarding work programme as well as to develop and implement an onboarding micro-teaching 

module for a new employee, which involved work-related duties, company culture, ethical and client service standards.  
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